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1. Beyond Borders: Entrepreneurship, Co-operatives 
and Education in Sweden and Tanzania 

MIKAEL LÖNNBORG, BENSON OTIENO NDIEGE & BESRAT TESFAYE 

This book is an attempt to enhance the collaboration between Södertörn Uni-
versity in Stockholm, Sweden, and Moshi Co-operative University in Tanzania 
in the field of research. The collaboration has been ongoing for about a decade 
but has mainly concerned an exchange of teachers, and master and graduate 
students. However, one common research project has been launched, on 
women entrepreneurship, and others are being discussed. In 2016, the collabo-
ration was extended through a joint workshop held in Moshi, Tanzania. The 
theme of the workshop was wide but had innovation and entrepreneurship 
among cooperatives, the public sector, and the private sector as a common 
dominator. A lot of papers were presented at the workshop and this book is a 
selection of those papers. Without any doubt, the approaches of research and 
the research questions are different in Sweden and Tanzania, due to the 
different contexts. The traditions on how to address and present research 
findings are at a first glance also different. However, it is surprising that there 
are more factors that are common than different if we look at research methods 
and larger research questions. In both countries, we aim at understanding how 
the economy is working, how enterprises with different ownership are formed 
and other kinds of state and private organizations contribute to economic 
growth or decline. However, one major difference is that research from Tan-
zania is often concluded with policy recommendations and that is rare in the 
Swedish context. Nevertheless, comparing research between different insti-
tutional, economic and social contexts, in other words, beyond borders, will 
hopefully enrich the research in both countries. 

The reason for combining the topics of entrepreneurship and cooperatives 
reflects the research areas of interest at the two collaborating research institutes. 
Enter Forum is a research centre at Södertörn University, School of Social 
Sciences, Department of Business Studies, that specializes in entrepreneurship 
and innovation, but also conducts research on business in general and small 
business in particular. In addition, the research centre has also published about 
different ownership forms and cooperatives. Enter Forum is the Swedish part-
ner in this collaboration. The partner from Tanzania is Moshi Co-operative 
University and as understood from the name, the majority of its research 
revolves around the issue of cooperatives. Further, the issue of entrepreneur-
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BEYOND BORDERS 

ship is also an important topic, because even though cooperatives are normally 
built on previous experiences, a lot of new ventures have connections to entre-
preneurship research. In other words, the issues of entrepreneurship and co-
operatives are common denominators in this research collaboration, and the 
reason for combining these topics in this volume.  

This book discusses many different topics but the common denominator, 
as noted, is entrepreneurship in the context of different forms of ownership, in 
particular cooperatives. Entrepreneurial activities can be undertaken by an 
individual or as a collective action by a group of individuals. Collective entre-
preneurship is often instantiated by a cooperative, that is, an enterprise owned 
jointly by an autonomous association of individuals. Individuals initiate coope-
ratives in order to meet their common needs by joining forces. Thus, a coope-
rative can be regarded as a vehicle for collective entrepreneurship (Dana & 
Dana, 2008:89). As an economic function (Schumpeter, 1934), entrepreneur-
ship is an abstract concept that can manifest itself in various contexts and orga-
nizational forms. But the entrepreneurial processes and the institutional paths 
followed by two approaches can give rise to quite disparate patterns. Therefore, 
it is important to bring together the practice of entrepreneurship in the context 
of individual and collective action. 

By any standards, entrepreneurship from a broad perspective is a widely 
researched area with diverse studies influenced by different academic tradi-
tions situated on the border between the social sciences and the humanities. 
The selection of contributions in this volume shows that the borders of the sub-
ject entrepreneurship are expansive and have connections to many different 
academic disciplines. The subject of entrepreneurship research demonstrates a 
remarkable scope and an impressive vitality, both in Sweden and Tanzania, and 
indeed internationally. 

Some of the most important questions in the social sciences are concerned 
with how to build an economic system, which generates sustained economic 
growth, why some geographic areas have experienced prosperity and why 
certain regions has not, and why this has changed over time. According to 
traditional economic theories – the so-called neoclassical school – economic 
growth is partly instrumental and according to the Cobb-Douglas function, 
growth is created by combining such production factors as land, capital, labour 
and technology. Arguably, this macro-oriented model has broadly described 
the drivers of economic development but does not give any insights into how 
this is performed, generated and sustained in practice. 

Although the intention here is not to cover all international research on 
entrepreneurship – which would require an entire volume by itself – it is im-
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1. BEYOND BORDERS 

possible not to mention an individual researcher who made significant founda-
tional contributions and created scientific credibility for the field, namely 
Joseph A. Schumpeter (1883–1950). Schumpeter introduced the concept of 
‘creative destruction’ whereby he analysed how the economy evolves and 
changes over time. At the centre of Schumpeter’s theory is the entrepreneur, 
who creates something new by recombining existing resources, which can, for 
instance, be a new product, a new organization, a new distribution system or a 
new way of marketing. Schumpeter denoted these new combinations inno-
vation. If the innovation is successful, other actors will most likely imitate it 
and thereby change the technological frontier and, in turn, push productivity 
forward in the entire economy. Furthermore, successful innovations will create 
so-called development blocks (or clusters) around the new product, such as, 
for instance, the steam engine or the microprocessor, and be an important 
driving force for economic growth. As a result, this view posits that redundant 
and uncompetitive technology and associated industries will vanish. This is the 
essence of how Schumpeter explains economic development with the entre-
preneur in the middle of the process.  

The definition of ‘entrepreneur’ has been widely criticised for being too 
vague a term without any clear substantive or scientific meaning. In addition, 
the entrepreneur has often been regarded as the ‘hero’ in discovering in-
novation, implementing ‘new things’ on a market and being the main explana-
tion for successful corporations. While the ‘dark side of entrepreneurship’, for 
instance the new formation of crime syndicates, new advanced and hidden 
agreements among corporations and new methods for circumventing environ-
ment policies, still being some kind of entrepreneurship, are of course less used 
as examples of the concept (Casson, 2003; Casson et al., 2009; Baumol, 1998). 
In short, the concept of an ‘entrepreneur’ is often misused, and we need a closer 
and more accurate definition of the scientific meaning of the concept. 
However, in explaining the rise of new businesses or the introduction of new 
technology, it is highly unlikely that any scholar would sidestep the concept of 
the entrepreneur. This shows the major impact of Schumpeter on research 
within the fields of economics, business administration and business history. 
Further, Schumpeter has also contributed to a wider and general debate about 
the connection between entrepreneurs and economic growth, the reason for 
business cycles (due to creative destruction) and even more grandly about the 
makings and development of capitalism (Schumpeter, 1934, 1942; Swedberg, 
1993). Again, we have to be careful when using the concept, avoid speaking of 
ex post ‘heroes’ and giving the concept an empirically accurate description, 
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BEYOND BORDERS 

which will hopefully make the definition of an entrepreneur clearer in the 
future. 

Another important theorist that has contributed to our understanding of 
the makings of the modern capitalism was Alfred D. Chandler Jr (1918–2007). 
Chandler’s work revolved around enterprises and the formation of entire 
business systems in different countries. His work challenged the dominating 
notion of Adam Smith and others, that the emergence of capitalism was due to 
the ‘invisible hand’, also called the price mechanism or simply the market, 
where everyone acts to optimize their self-interests and in doing so contributes 
to the making of the market-based economic system. In response to Smith, and 
with inspiration from the transaction cost analysis proposed by Coase (1937), 
and in particular Berle & Means (1932) who claimed that American firms had 
divided the functions of ownership and management within the modern cor-
poration, Chandler developed the concept of managerial capitalism. Chandler 
labelled this the ‘visible hand’ that emerged during the so-called second in-
dustrial revolution. According to Chandler, the emergence of big corporations 
was a far more efficient measure of organizing scarce resources than through 
single transactions on a market. In short, Chandler claimed that the emergence 
of large industrial firms promoted economic growth, by mobilizing capital and 
labour, supporting research and development, and education in managerial 
skills, and finally because they provide a focal point for smaller companies as 
sub-contractors. This thinking is also consistent with Schumpeter’s concept of 
development blocks (Chandler, 1977, 1990; Langlois, 2007). 

A great deal of criticism has been directed at Chandler’s work, in particular 
his stage development theory and the success of other kinds of business 
organizations (John, 1997; Lamoreaux et al., 2003). The work of Schumpeter 
and Chandler, and many others, including March and Simon (1958), Penrose 
(1959), DiMaggio and Powell (1983), Michael Porter (1985), and Israel Kirzner 
(1973) have served as important theoretical platforms. However, because of the 
eclectic range of topics within the field, theories used in entrepreneurship have 
been derived from several different disciplines. The main theories draw on a 
wide range of influences from economics, economic history, business adminis-
tration and history as well as also from sociology, psychology and cognitive 
sciences. That being said, economic theory is, of course, the main contributor; 
however, institutional economic theory has also been drawn upon extensively. 
Indeed, institutional economic theory has become a serious contender 
challenging neo-classical economic theory, primarily by explaining the role of 
institutions in limiting as well as promoting economic transactions and the 
relationship of these dynamics to economic change. Institutional theory itself 
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1. BEYOND BORDERS 

has a broad conceptual basis and, accordingly, it is rooted in several different 
academic disciplines (Veblen, 1975: 1904; Scott, 2001; Rutherford, 1994; 
Hodgson, 1988; Gruchy, 1987, 1972). 

Within institutional economic theory, the role of institutions in the crea-
tion, maintenance and change of the economy is in focus. A simple definition 
of ‘institutions’ is that they consist of formal and informal rules and norms, 
which construct and facilitate as well as constrain human interaction (North, 
1990). The focus on institutions has, in turn, generated an interest in the state 
and how private business and politics have interacted in creating the market. 
The institutional economic approach actually brings together neo-classical 
theory with an emphasis on how transactions are conducted in explaining the 
functioning of an economy. It is posited that in an economy based on market 
exchanges, it is necessary to develop formal and informal rules that make 
interactions between individuals and/or organizations possible. These rules of 
the game make it possible for market exchanges, where a third party, often the 
state, ensures that these rules are valid and reliable. The neo-institutional 
approach also attempts to understand why organizations have developed and 
how this has underpinned economic growth or failures. The reason for indi-
viduals to create a firm, since Coase (1937), is generally attributed to the exist-
ence of transaction costs and the ability of the firm to economize on them. 
However, transaction costs, as such, are not easily definable, but may include 
those costs not directly related to the cost of production (for instance labour, 
capital and R&D). They include less conspicuous business function costs such 
as coordination, transportation, information and contract enforcement 
(Matthews, 1986: 906). 

The view of how exchanges take place has been categorized into three dif-
ferent transactional contexts. First, the exchange can be made on a market 
where two parties meet and perform a single transaction, and this is the classi-
cal market exchange. Second, market exchanges can be organized and coordi-
nated within a company, or as Chandler would call it, within a hierarchy as a 
means of increasing productivity. Third, it is possible to create something in 
between these cases by forming networks through repeated transactions and 
building trustworthy relations while maintaining flexibility not characteristic 
of different organizational forms, such as bureaucracies. As an example, 
Chandler highlighted the existence of something that has been highly dis-
credited but, which is a normal feature of capitalistic exchange, namely plan-
ning. Chandler observed that the growth of large business enterprises in the 
nineteenth and twentieth century suggested that their planning capability was 
central to their growth, the inference being that sometimes the ‘visible hand’ of 
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BEYOND BORDERS 

corporate headquarters is more efficient than the ‘invisible hand’ of the market. 
In addition, the network approach, as used in some chapters in this anthology, 
has been an important theoretical tool for understanding how smaller firms 
such as family companies (with different ownership structures) have been able 
to survive in spite of fierce competition from hierarchically structured multi-
national joint stock corporations. 

It is obvious that any business depends heavily on the management’s capa-
city to undertake planning tasks around such key areas as the in- and outflow 
of raw materials, production technology, labour, research and development, 
logistics, marketing and sales channels. And as institutional economic theory 
tells us, any transaction on a market is associated with a cost (Williamson, 1985; 
Eggertsson, 1990, 2005). Ronald Coase even claims that positive transaction 
costs are why firms exist because the internal coordination of multi-diverse 
transactions is more efficient than doing so through the market transaction for 
each resource. The price mechanism – the invisible hand – is thus associated 
with the costs of searching, negotiating and monitoring and therefore, the plan-
ning of a firm is in many cases superior to market exchanges. 

Theories derived from neoclassical microeconomics regard the firm as 
simply driven by a maximizing profit strategy. From this view, the firm is 
regarded as a ‘black box’ where different inputs are transformed into products 
and output is delivered to the market and the success of the firm is determined 
by the price and ultimately determined by the company’s competitive power. 
However, business studies have shown us that the reality is much more com-
plex. In short, this book will show evidence that enterprises – cooperatives, 
private and public – (and indeed markets) are embedded in routines, norms 
and rules in a complex way, and are entities that arise, prosper or vanish in 
interaction with their economic, social and political surroundings. 

Furthermore, studies have, by highlighting market exchanges, shown that 
we need to go beyond simple demand and supply analysis to understand the 
creation of companies, cooperatives, the rise of multinational corporations and 
the existence of family capitalism; or even more significantly to grasp the mak-
ing and reproduction of capitalism (or the destruction of other kinds of eco-
nomic systems). So much more is involved in making the price mechanism or 
the market function in practice. Other theoretical approaches that have been 
important within entrepreneurship and also for cooperatives revolve around 
how to organize a company through the respective conceptual lenses of 
principal-agent, moral hazard and property-rights. In addition, markets have 
been created through interest groups and lobbyists, professionals as well as 
trade organizations, religious groups, and social reformists. 
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1. BEYOND BORDERS

To sum up, after this introduction, we will now turn in more detail to the 
two large areas of research around, which this book revolves, namely entrepre-
neurship and co-operatives. We can only present a fraction of the different 
theoretical issues and earlier research that cover the entire spectrum within 
these fields. 

Entrepreneurship in theory and the development 
of research in Sweden and Tanzania 

In this section we discuss the formation of entrepreneurship theory but also 
how the research field emerged and developed in Sweden and Tanzania, res-
pectively. Entrepreneurship is usually associated with something positive 
regardless of the context in, which the term is discussed. The function entre-
preneurship has been discussed for several centuries and we can distinguish 
several groups of theories. In the Middle Ages, for example, organizers of 
military expeditions or builders of cathedrals were defined as entrepreneurs. 
The formal introduction of the idea of the importance of entrepreneurship for 
the economy is attributed to the French economist Richard Cantillon in the 
early 1700s. He put the entrepreneur in the centre and as a driver of economic 
progress. Cantillon saw the contractor, that is the entrepreneur, as someone 
who is predisposed and willing to carry risk, and act to make a profit. These 
self-directed actions had important implications. The entrepreneur detects 
price differences in different markets and creates arbitration gains by respond-
ing to them. By responding to price signals, the entrepreneur restores the 
balance between supply and demand in specific markets. For example, a mer-
chant buys goods in one place to transport to another without knowing in ad-
vance whether the demand will be high or low. Therefore, according to 
Cantillon, to develop efficient markets, risk-taking entrepreneurs are needed 
who are crucial in fully exploiting the economic potential and thereby contri-
bute to economic growth.  

For Cantillon, it was the entrepreneur’s function and not the individual that 
was of importance. This feature was in focus for his perception of the market 
system and the system would not work or rather not reach its optimal potential 
without the entrepreneurial function. Cantillon’s explanation of the entrepre-
neur’s function was promulgated. He did not see the entrepreneur as a creator 
of demand through new production or new sales engineers. The entrepreneur 
was instead regarded as the force that provided the right goods in the right 
place in order to satisfy the consumers’ wishes. Therefore, Cantillon’s entrepre-
neurship must be foreseeable but not necessarily innovative. Cantillon changed 
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BEYOND BORDERS 

the view of the entrepreneurial role from colonial adventurers to risk carriers 
and the force of equilibrium on the market (Hérbert & Link, 1982). 

The person who made entrepreneurship a central economic function was 
the already noted Austrian economist Joseph Alois Schumpeter who focused 
on how existing structures break down and how new ones come into being. 
Schumpeter’s economic theory, however, meant that the entrepreneurial con-
cept partially disappeared from the main subject of economic research. The 
idea of entrepreneurship disappeared from economic theory in the 1930s when 
the theories became more mathematical and did not recur until in the 1970s 
(Baumol, 1993). The entrepreneurial function could, despite several attempts, 
not be formalized in mathematical deterministic models, and the entrepreneur 
as a concept thus disappeared from the microeconomic models (Johansson, 
2005). Since the academic field of economics could not play any leading role, 
behavioural scientists became an increasingly important part of the develop-
ment of entrepreneurship theory. The pioneer was David McClelland who 
formulated the assumption that it is societal values and norms that are crucial 
to a country’s entrepreneurial vitality. The focus revolved around cultural 
aspects within specific countries and what kinds of environments that fostered 
entrepreneurial attributes in individuals (Landström, 2005).  

Naturally, the view on what role entrepreneurs actually play in the economy 
and how the entrepreneurial function should be understood has changed over 
time. The principal role of the entrepreneur has, according to some theories, 
been that of the innovator (Schumpeter, 1987: 1911), while other theories have 
seen the entrepreneur as an arbitrator who discovers and exploits untapped 
profitability (Kirzner, 1973). A third school of academics has focused on the 
entrepreneur’s role as a decision-maker under real uncertainty (Knight, 1921). 
A fourth school sees the entrepreneur as a coordinator of different production 
factors (Say, 1816). There are also other definitions of entrepreneurship, but 
these have been variations of the mentioned fourth school, and many studies 
have also combined different definitions of entrepreneurship (Casson, 1982; 
Baumol, 1993; Shane, 2003). Thus, it is difficult to find a common solid defi-
nition of an ‘entrepreneur’ and the ‘entrepreneurial function’ in the literature, 
Nevertheless, virtually all entrepreneurial theories have been based on risk, 
innovation or a combination of these concepts (Gratzer, 2013). Mainstream 
behavioural theories (Ajzén, 1991, 2002; Shapero & Sokol, 1982) have evolved 
around entrepreneurial traits and the social and psychological dimensions of 
the entrepreneur as a decision maker. 

In short, operationally entrepreneurial research can be divided into three 
different schools: ‘The business school approach’, ‘the Schumpeter school’ and 
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1. BEYOND BORDERS

‘the trait approach’. The first is based on a tradition from, among others, studies 
from the Global Entrepreneurship Monitor (GEM). This school has received a 
great deal of attention and is probably the most dominant view in business 
economics research. The approach is characterized by trying to ‘measure’ 
entrepreneurship, primarily by looking at the number of newly established 
companies, the number of self-employed and the pace of growth in newly 
established companies. In addition, the general attitude towards entrepreneur-
ship and the regulatory regime (whether endorsing or hampering entrepre-
neurship) within specific countries is measured. The advantage of the business 
school approach is that the measurement is relatively simple and data acces-
sible, which facilitates comparative studies and has resulted in a large number 
of surveys in a large number of countries, and over time. However, there are 
also problems. One is that the connection to entrepreneurship theories is rela-
tively weak. Entrepreneurship is measured at the organizational level, which 
can also create concerns. The operational measures mean that qualitative as-
pects such as transformation, development, innovation, and renewal in both 
new and established companies are not captured satisfactorily. In sum, the 
school has produced a lot of studies, but the mentioned limitations are not 
usually discussed in detail. 

The Schumpeter school is, of course, based on the writings of Joseph 
Schumpeter. The main advantage of this school is its emphasis on innovation 
and its strong link to a coherent theory. In addition, the relationship between 
quantitative economic growth and qualitative transformation is possible to 
incorporate. On the other hand, the theory is difficult to operationalize because 
there is usually no available data for comparative studies and, in general, the 
theory is difficult to operationalize on empirical studies. According to Schum-
peter, the economy was usually a circular flow without growth, but he tried to 
explain how growth was only possible through innovations. The concept of 
innovation includes, as most of us have learned and as was noted earlier, the 
following; the introduction of new goods, technological changes in existing 
production, the opening of new markets or the discovery of raw materials and 
new types of business organizations. In broad terms, everything that can be 
termed as ‘doing things differently’, that creates and changes the world and 
promotes development forward is an innovation. 

Another issue regarding the work of Schumpeter is the definition of the 
entrepreneur. In his early work, only the individual that brings the innovation 
to the market could be defined as a true entrepreneur. However, here Schum-
peter changed his argument over time. In the early phase of his research, the 
so-called Schumpeter mark I, he advocated that the entrepreneur was an indi-
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vidual. Later on, during the co-called Schumpeter mark II, he recognized that 
a great deal of the research and development happens within larger corpora-
tions that had the financial capability and therefore, innovation could be 
carried out by organizations as well. In short, one solution to this problem is to 
speak about an entrepreneurial function, regardless of whether it is an indi-
vidual, a team or a corporation that makes the innovation possible. Further, the 
division between entrepreneurs and those imitating entrepreneurs is crucial for 
Schumpeter’s theory of economic development. The most important incentive 
for innovation is profit. The inclusion of successful innovations gives rise to a 
chain reaction, because other entrepreneurs wish to benefit from the inno-
vator’s monopoly gain. Consequently, imitators appear in so-called clusters. 
The entrepreneur removes obstacles not only to his own work but also to that 
of others. It is easier to copy than being the first, as this implies a reduced risk 
while the development process has become calculable. In perspective, those 
who follow continue to increase, but they are less qualified, and novelty has 
been turned into a common good or service on the market (Schumpeter, 1987: 
1911: 334–341). 

The last school is known as the ‘trait approach’ and derives from behavi-
oural science and has concentrated on entrepreneurial characteristics. The 
pioneer was the noted American psychologist David McClelland and already 
in 1961, he asked the question why some societies developed faster than others. 
The answer according to him was the norms and values that dominate a society 
– primarily in terms of incentives that foster the need for achievement in indi-
viduals. McClelland stressed, however, that the scope of achievement motiva-
tion was not enough to explain something as complex as economic develop-
ment. Therefore, other incentives were also introduced, such as individuals’
need for affiliation and need for power, which is the individual’s need for
control (Landström, 2000: 60ff). The implication of McClelland’s theory was
that the entrepreneurial role was personalized, and the entrepreneur’s personal 
qualities became critical. The starting point for the trait approach was often the 
question; why do some individuals tend to start firms while others do not? The 
answer was that these individuals had a number of characteristics that others
lacked, such as the need for achievement. This tradition is based on psycho-
logical patterns of individuals’ personality and other characteristics that are
directly linked to performance in entrepreneurship.

However, according to the critics, there are fundamental difficulties asso-
ciated with defining the entrepreneur by pointing to the existence of different 
characteristics. Several research reviews of the trait approach literature high-
light the shortcomings in the selection of contractors (e.g., only commercially 
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successful entrepreneurs) used in these studies. There is also some criticism 
that the entrepreneur would be a special kind of person with special charac-
teristics that can be documented and recreated (Brockhaus & Horwitz, 1986: 
42–43). For example, William B. Gartner pointed out that a consequence of 
such an approach is the perspective of ‘once an entrepreneur, always an entre-
preneur’. The perception that entrepreneurship is a permanent attribute of 
some people, according to him, has remained unproven. This is evident from 
the fact that many studies have chosen individuals several years after they 
started their businesses and defined them as entrepreneurs. In empirical 
studies, where individual psychological features that were claimed to be cha-
racteristics of entrepreneurs were tested, it proved impossible to distinguish 
entrepreneurs from regular managers but also from the population as a whole 
(Gartner, 1989: 48). It seems that this research school has reached a dead-end 
(see, for example, Beckman, 1990: 95–96). 

If we turn to the actual development of research in entrepreneurship, it 
gained an academic position already in the late 1940s, primarily represented by 
the interdisciplinary Center for Research in Entrepreneurial History at 
Harvard Business School. The centre was led by Arthur Cole but also included 
scholars such as Joseph Schumpeter and Alfred Chandler, and also established 
its own journal, Explorations in Entrepreneurial History. However, the study of 
entrepreneurship did, in particular, experience methodological problems, and 
instead the attention was shifted to the corporation more in general, the study 
of entrepreneurship became marginalized, and the centre was wound down in 
1958 (Jones & Wadhwani, 2006; Fredona & Reinert, 2017). Not until 1981 did 
entrepreneurial research regain its status in academia, in the United States, 
initially at Babson College. After World War II, entrepreneurial research 
mainly remained limited to the United States, Great Britain and Canada, with-
out any kind of academic foundation. 

In general, business research has mainly dealt with larger companies, and 
considering that the world economy in the last century has been characterized 
by corporations that have dominated the economy through economies of scale 
and scope, this is not surprising (Chandler, 1990). Even the most famous 
advocate of modern entrepreneurship, Joseph Schumpeter, argued in a con-
vincing way for the superiority of large firms. Schumpeter stressed that big 
companies had taken over the role of smaller enterprise as a catalyst for creating 
innovations, and thereby the creative destruction that may push the economy 
forward. According to Schumpeter (mark II), large scale was not only inevit-
able but the only way to reach the highest possible growth. Until the 1970s, 
small businesses were considered to play a subordinate role for the develop-
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ment, and smaller companies and entrepreneurs were almost regarded as a 
historical and out-dated phenomenon. However, this approach began to be 
questioned in the 1970s. In conjunction with the industrial crisis (in the wake 
of the quadruple increase of oil prices by OPEC in 1973), it became apparent 
that the costs for operating bureaucratic organizations could be large. Eco-
nomies of scale could develop into disadvantages when there was a change in 
market demand and it was difficult to quickly adapt the activities of a giant 
business group (Arndt, 1978). In a relatively short period of time, the situation 
deteriorated for many of the big corporations. In Sweden, for instance the iron 
ore mining industry, the steel industry, the textile industry and the shipyards 
were affected by structural problems and outcompeted, in particular by 
corporations from the so-called tiger economies in Asia. It was no longer pos-
sible to continue production according to the same guidelines as those that 
emerged after World War II. Extensive capacity cuts, restructuring processes 
and closures were required, which completely changed the view of the superi-
ority of large companies (Dahmén, 1988: 35). 

Looking more closely at actual research in entrepreneurship, we begin in 
Sweden and then turn to the development in Tanzania. Swedish entrepreneu-
rial research began to grow in the 1960s and 1970s. In Sweden, it was particu-
larly one scholar that used Schumpeter’s theory and advocated his view on eco-
nomic progress and development, namely Erik Dahmén. Already in his dis-
sertation from 1950 he promoted the view of Schumpeter, but mainstream 
research neither acknowledged nor paid much attention to small businesses or 
entrepreneurship before the 1970s. However, in 1968, Dick Ramström became 
professor at Umeå University – the university opened in 1965 – and started to 
focus on small firms and entrepreneurship. It was argued that small businesses 
were not only smaller but also different and important for adapting the busi-
ness structure to rapid changes. Dick Ramström was the one who drew special 
attention to the lack of research on small businesses and managed to build a 
viable research environment. A large number of graduate students from Umeå 
did later on become professors all around Sweden and promoted entrepreneur-
ship research, for instance Bengt Johannisson (the first professor in entrepre-
neurship in Sweden), Elisabeth Sundin (professor in Linköping), Leif Lind-
mark and Carin Holmquist (professors at the Stockholm School of Economics) 
and Per Davidsson (professor in Lund). In sum, a large number of graduate 
students from Umeå further developed dynamic research environments for 
small businesses and entrepreneurs (Gratzer, 2013). 

From the 1970s, entrepreneurship emerged as a separate field of research, 
with a particular interest in empirically oriented mapping and description of 
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small businesses. In the 1980s, this research gained a firm position within busi-
ness studies at several universities. The organization-based small business 
research was linked to individual-oriented entrepreneurship research and the 
number of publications increased significantly (see further Landström & 
Johannisson, 1998). In the 1980s, the research shifted focus from studies of 
traditional family businesses to newer types of small businesses such as tech-
nology-based and fast-growing companies (so-called gazelle companies). In 
1989, the first professor – Bengt Johannisson – in the field was appointed at 
Lund University, with the following title: ‘Entrepreneurship and Business 
Development’. 

Factors that contributed to the boost of entrepreneurship and entrepre-
neurship research in the 1980s were low economic growth, structural changes 
in the industrial sector, and consequently rising unemployment together with 
an increasing importance of the service sector, in particular the fact that large 
companies started out-sourcing their operations, thus enhancing the popu-
lation of small firms. The development of new ICT technology favoured small 
firms and a general change of ‘attitude’ in society made it more popular to start 
self-employment businesses. Small corporations and their owners were pro-
moted as ‘heroes’ in connection to the neo-liberal ideology that emerged dur-
ing this decade. Entrepreneurs became a symbol of freedom from the social-
democratic government and a heavily regulated society. In the 1990s, entre-
preneurial research gained legitimacy as a proper academic field of study and 
spread to other disciplines, such as for instance history, economic history, 
sociology and psychology. There was also a tendency to distinguish research 
on entrepreneurship from research on small firms. At the same time, the 
production of dissertations from universities increased rapidly in the 1990s. 
New emerging research issues included rapid-growth companies (gazelles) and 
what kind of impact entrepreneurship had on macroeconomic growth. An 
important general issue that began to be discussed was how entrepreneurship 
should be channelled into productive courses (creating innovations), and how 
unproductive ‘rent seeking’ or even destructive and criminal aspects of entre-
preneurship should be harnessed. 

A survey in 1997 of research in Sweden about entrepreneurship and small 
businesses found that a total of 190 researchers had conducted such kinds of 
research at universities and institutes of higher education. The number of 
researchers was greatest in Stockholm, Gothenburg and Umeå (33, 20 and 19 
per cent respectively). Nearly half of these (43 per cent) had already finished 
their dissertation. The largest part of the research (two thirds) was conducted 
in the field of business administration and at the country’s technical institutes 
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of higher education. The rest belonged to the disciplines of history, economic 
history and economics. Several new chairs had been installed at universities 
and institutes of higher education and several national and international 
networks were founded or consolidated (see below). This led to an institutional 
setting of entrepreneurship research within academia and the number of dis-
sertations in the field rose immensely. An analysis of Swedish doctoral theses 
in the field between 1970–1995 showed that Swedish entrepreneurship and 
small business research were deeply rooted in the subject of business adminis-
tration and especially in organizational and decision-making theories. An 
increasing number of institutes of higher education offered single courses or 
full-time educational programmes in entrepreneurship (Aronsson & Hansson, 
1997). 

During the 1990s, small businesses and entrepreneurship became a hot 
issue. One important reason for this was that small businesses were considered 
to be the most important factor in reducing unemployment after the financial 
crisis in 1991–1993 (when the unemployment rate increased immensely from 
2 to 10 per cent). Another argument was that new small businesses were per-
ceived to provide a more differentiated and dynamic business structure. Using 
a more differentiated business structure, it was possible to avoid dependency 
on individual large companies, whose downfall could pound an entire region 
and, in the long run, even threaten the long-term growth in the Swedish 
economy (SOU 1998:77). An important event for consolidating entrepreneur-
ship research was that the Global Entrepreneurship Monitor (GEM) began its 
investigations. As noted, GEM is an annual international comparative study on 
entrepreneurship, ambitions and attitudes, among other things, the relation-
ship between entrepreneurship and growth at the macro level. GEM is the 
largest on-going study of entrepreneurial dynamics and activity in the world. 
The study began in 1999 and today includes studies of a large number of 
countries all over the world (see www.gemconsortium.org). 

In addition, various organizations were established to promote the coopera-
tion between academic institutions and the industrial sector. One important 
milestone was the creation of the Forum for Small Business Research (FSF) in 
1994. FSE was a national network organization for linking theories and prac-
tices on entrepreneurship and small businesses. FSF annually organizes the 
‘Small Business Days’ and the ‘Entrepreneurship Week’. In addition, financial 
and organizational support was given to national research programmes as well 
as for publishing current research in books and reports. In 2009, the name was 
changed to Entrepreneurship Forum. A clear indication that entrepreneurship 
had a stable position in Sweden was the establishment of ‘The Global Award 
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for Entrepreneurship’ in 1996. The prize was created by FSF and the purpose 
of the prize is to reward researchers that have made significant contributions 
to the development of the field of entrepreneurship and small firms. 

To sum up, the development of entrepreneurship research in Sweden has 
not been straightforward, and it has experienced its ups and downs, much 
related to the changing discourse on how to foster viable corporations. Until 
the 1970s, the dominant view was that growth and job creation were primarily 
solved by large and mostly internationally oriented corporations, but in the 
wake of the industrial crisis in the 1970s and the financial crisis in the 1990s, 
this view changed considerably. Keynesian economic models were seriously 
questioned during the period of stagflation (high inflation and unemployment 
at the same time) and instead supply-side models by monetarists such as 
Milton Friedman were promoted and also Schumpeter’s view of the entre-
preneur as the driver of economic change and growth gained a renewed in-
terest. In addition, many of the previous theoretical economic models had 
more or less excluded Schumpeter’s views on economic transformation, and 
the shortcomings of the mainstream models now became obvious. Conse-
quently, researchers re-discovered Schumpeter’s theories and this kind of 
research became an integral part of the research among scholars around the 
country. The subject of entrepreneurship is now institutionalized within the 
education system and has become more homogenous. However, it is still a 
viable and relatively new area of research and most likely it will develop further 
in the future. One important shift has been the division between entrepreneur-
ship and innovation and the latter has gained much more attention in the last 
few decades (see for instance Fayolle et al., 2018; Landström et al., 2016; 
Gratzer, 2013).  

As in all parts of the world, the field of entrepreneurship in Tanzania has 
been in focus since the 1980s. However, only a small number of studies, as for 
instance Jotta (2013), sketch a broad background view of entrepreneurship in 
Tanzania. According to Jotta (2013), entrepreneurship was constrained during 
the colonial period because the indigenous productive activities were stifled by 
colonial regulations and competition from imports. Furthermore, a few years 
after the independence in 1961, the Tanzanian government, under president 
Julius Nyerere, did in 1967 decide to follow a socialist system in, which the 
government monopolizes the production and distribution of goods and ser-
vices. Thus, entrepreneurship was not considered desirable in general, until the 
mid-1980s.  

The change in status of entrepreneurship was thus first demonstrated in the 
early 1980s. Since then, more research has been conducted and has improved 
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the knowledge of entrepreneurship, and entrepreneurship has become 
mandatory in the university curricula in Tanzania (Kalimasi & Herman, 2016). 
From the mid-1970s to the early 1980s, the economy was showing low growth 
rates, which more or less forced the government to liberalize the economy 
(Skarstein, 2005; Noorbakhsh & Paloni, 1999). In the mid-1980s, Tanzania 
started implementing transformation programmes with the support of the 
World Bank and the International Monetary Fund (IMF). The Economic 
Restructuring Programme involved the liberalization of all sectors of the eco-
nomy and the privatization of state-owned properties. This enhanced the role 
of the private sector in becoming the engine of economic growth and the role 
of the government was expected to only be to facilitate growth and set the rules 
of the game, rather than acting through direct ownership and management of 
state-owned enterprises. Among other things, the impact of the economic 
liberalization in Tanzania was that the proportion of self-employed individuals 
rose and thus, entrepreneurship was promoted as a proper path to create 
professional business careers among citizens. 

Moreover, entrepreneurship development has in recent years been as-
sociated with the rapid urbanization in Tanzania (Collier & Jones, 2016). The 
urbanization resulted in the up-scaling of cities and rural-urban migration 
seemed to be an important factor in entrepreneurship development. Although 
there is limited specific research on ‘urbanization and entrepreneurship’, 
extant literature including Cockx et al. (2017), Lazaro et al. (2017), Jønsson & 
Bryceson (2017) and Christiansen et al. (2017) showed how urbanization 
changed both the spatial and social transformation in dynamic rural areas. 
Urbanization modernized life in general and around the cities, and changed 
land use and, in particular, it reduced the size of employment in agriculture 
and other traditional activities, which in turn diminished the subsistence 
activities. Moreover, urbanization increased the demand for goods and services 
in and around the cities and became an important driving force for the pro-
motion of business and entrepreneurship. 

Furthermore, the government recognized the important role of entrepre-
neurship for economic development. Thus, several institutional frameworks 
have been implemented with the objectives to support entrepreneurship 
development. These include the Tanzania Development Vision 2025 that is 
intended to guide economic and social development efforts and the National 
Five-Year Development Plan 2016/17–2020/21: Nurturing Industrialization 
for Economic Transformation and Human Development. These work together 
with The Sustainable Industrial Development Policy (SIDP) (1996–2020), 
which places a specific emphasis on the promotion of SMEs (Small and 
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Medium-sized Enterprises) through the following measures: Tanzanian SME 
Development Policy 2003, and The Small Industries Development Organiza-
tion (SIDO), to mention a few (see The Entrepreneurship and Enterprise 
Growth Landscape, 2017). The development of these frameworks needs con-
stant attention as concerns their influences on entrepreneurship development 
among different groups. This is a crucial area as recent research on the deter-
minants of entrepreneurship growth in Tanzania including Mori (2014) and 
Tundui (2012) indicates that institutional barriers are crucial in understanding 
the development (or hampering) of business, in particular among specific 
groups such as, for instance, women (which will be explicitly addressed in this 
volume). 

Current research shows that the participation in entrepreneurial activities 
has increased over time, for men as well as women (Mori, 2014; Stevenson & 
St-Onge, 2005). For instance, the proportion of women-owned enterprises has 
increased from 35 per cent in the 1990s to 54 per cent in 2012. This progress is 
presumed to be a result of the creation of favourable socio-economic, legal and 
political environments for women entrepreneurs. It has been suggested that the 
more entrepreneurship-friendly environment was created jointly by the 
government, development partners, civil societies, and philanthropists, both at 
the local and international level (Stevenson & St-Onge, 2005). Despite the 
efforts to promote entrepreneurship, challenges stemming from cultural, insti-
tutional and economic barriers continue to be an obstacle to the establishment 
of a larger number of enterprises (Mori, 2014; Tundui, 2012). This means that 
despite the growing number of entrepreneurs in Tanzania – and also the 
greater interest among researchers in investigating entrepreneurship – more 
reforms have to be made by the government to promote entrepreneurship but 
also that we need more research to understand the relationship between insti-
tutional framework and successful (and failed) entrepreneurship. 

Most of the enterprises in Tanzania are still small and operate within the 
informal sector, and thereby have limited growth opportunities (Henry, 2015; 
Watson & Robinson, 2003). Many small businesses are hardly expected to be 
growing because they are disadvantaged in terms of resources and costs. Other 
reasons that have hindered their growth include gender barriers, poor mana-
gerial and technical skills, the inability to access credit from formal financial 
institutions and the inability to re-invest part of the profit. Understanding 
growth opportunities and implementing a policy for enhancing the growth of 
the small enterprises is a positive step toward development in Tanzania, especi-
ally in its move toward a middle (industrial) economy. In the same context, the 

25 



 

     

 
 
 

   
 

  

 
 

  
  

   
 

  

  
   

 

   
  

 

 
   

  

BEYOND BORDERS 

chapters in this book contribute to the understanding of entrepreneurship in 
Tanzania. 

Co-operatives in Sweden and Tanzania 
As noted, one of the most important questions in the social sciences concerns 
how to build an economic system, which generates sustained economic 
growth, why some geographic areas have experienced prosperity while certain 
regions have not, and why this has changed over time? One of the most 
important explanations for the industrialization that took off in the United 
Kingdom in the eighteenth century and then spread worldwide in the nine-
teenth century, was the introduction of the joint-stock corporation (Mickle-
thwait & Woolridge, 2005; Freeman et al., 2011). This creates an organizational 
form that enabled an easier mobilization of capital, a limitation of risk for 
individual investors, and offered a possibility to withdraw from the investment 
by selling the shares on a secondary market. Without any doubt, the corpora-
tion act – introduced in Sweden in 1848 – has been crucial in promoting eco-
nomic growth and has, in the long run, facilitated the emergence of welfare 
economies in a large number of countries. However, other organizational 
forms have been important in promoting business activities and securing sur-
vival for individuals, in particular during specific periods in history but some 
of these organizational forms still prevail today, which demonstrates that they 
are indeed viable and competitive. One of these ownership forms is coopera-
tive, meaning that individuals come together and collaborate in different fields 
of the economy. As noted in the discussion about entrepreneurship and small 
firms, co-operatives and the so-called friendly societies (without any profit 
interest) were regarded as obsolete and out-dated phenomena among research-
ers and policymakers in the late twentieth century and predicted the total dis-
appearance of these organizations. However, history has indeed proved them 
wrong. 

What then is a co-operative? According to the International Co-operative 
Alliance (ICA, 2017) it is: ‘an autonomous association of persons united volun-
tarily to meet their common economic, social, and cultural needs and aspira-
tions through a jointly-owned and democratically-controlled enterprise’. In 
addition, ICA states that co-operatives are based on the values of self-help, self-
responsibility, democracy, equality, equity and solidarity. There are seven 
internationally recognized co-operative principles: voluntary and open mem-
bership; democratic member control; member economic participation; auto-
nomy and independence; provision of education, training and information; co-
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operation among co-operatives; and concern for the community (see also 
Barton, 1989; Hilson et al., 2017; Patmore & Balnave, 2018). However, different 
forms of co-operatives have existed for a long time with a wide variety of forms 
of collaboration. The cooperative ideas – in a more modern sense – have 
developed since the late 1700s, gaining momentum in the early 1800s, pri-
marily in Great Britain (consumer cooperatives), Switzerland (consumer and 
producer cooperatives), Denmark (producer cooperatives), Germany (bank 
cooperatives) and Sweden and Norway (mutual insurance companies and 
consumer and producer cooperatives). The modern type of cooperatives was 
initially formed in the United Kingdom in the nineteenth century, mainly as 
shops selling food, and later on insurance services to the working class. The 
idea that the consumer or a policyholder of an insurance contract was also the 
owner of the company was in response to greedy capitalists seeking the highest 
possible profit and exploiting the wage-earner class of society without any 
social responsibility. From a theoretical point of view, these organizations were 
regarded as inefficient and were expected to disappear from the market as the 
economy progressed and developed. However, in Western Europe, North 
America and Oceania, we see that these kinds of organizations still prevail. 
Furthermore, in emerging economies, these kinds of organizations have be-
come important entities to support economic development (Furlough & 
Strikewerda, 1999; Pearson & Yoneyama, 2015). 

According to a Swedish dissertation in history (Rydén, 1998: 37–40), farm-
ers’ cooperatives were spread in Europe from the latter part of the nineteenth 
century. In his study about the Swedish farmers’ organizational process, major 
reasons to join the cooperatives were the opportunities for farmers to take part 
in new market opportunities and technical innovations in the early twentieth 
century. 

In summary, cooperative societies are economic enterprises based on vo-
luntarily membership and democratic control. They are owned by their mem-
bers and the objective of all their activities is to pursue the interests of their 
members/owners. Cooperatives can roughly be divided into 4 categories: con-
sumer, worker, producer and purchasing/shared services cooperatives. Indi-
viduals – consumers – can buy goods or, for example, financial services from a 
consumer cooperative. Workers’ cooperatives are owned and managed by the 
employees. Producer cooperatives are most commonly owned by farmers and 
are generally engaged in either buying the members’ produce or supplying 
them with inputs. Purchasing/shared services cooperatives are commercial 
associations that join together in cooperatives to exploit their competitive 
advantage. These categories are not always fixed over time and can have slightly 
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different meanings in different institutional settings. For instance, historically 
in Sweden, there have existed mixes of producer cooperatives and consumer 
cooperatives. 

One fundamental difference between cooperatives and other forms of eco-
nomic organization is the connection between members and capital. In coope-
ratives, the individual is more important than capital, with the principle that 
one member has one vote. In joint-stock corporations, the influence is norm-
ally proportionate to the number of shares owned (if the shares do not have 
different voting rights). This means that large shareholders have a larger 
influence as compared to shareholders with a lesser proportion of shares, and 
must occasionally be protected through legislation, as a means of securing 
sound corporate governance. From a theoretical point of view, membership in 
a cooperative association means that every customer/owner has an equal power 
to influence and in joint-stock corporations the amount of capital invested will 
determine the power of influence. 

However, the organizational characteristics of cooperatives can produce 
potential difficulties. The principle of one member one vote does, on the one 
hand, make cooperatives more democratically governed than joint-stock com-
panies. On the other hand, this principle can create a low propensity to invest 
in more shares (or rather more capital), since this does not provide the investor 
with any more control over the business. This is a dilemma of moral hazard. 
Another associated difficulty with cooperation is the issue of free-riding and, 
in other words, it creates a situation where members with little contribution 
will receive equal benefits from their membership as those members putting in 
substantially more effort towards the performance of the organization 
(Baumol, 1952; Coase, 1937, 1960).  

Cooperative initiatives in Sweden emerged around the nineteenth century, 
with examples such as Länsförsäkringar (County Insurances) (1801), and the 
housing society (1790s). During the 1880s, the cooperative ideas were spread 
around Sweden by the so-called Ring Movement. However, the Ring Move-
ment did more or less vanish in the 1890s but contributed to spreading the 
cooperative idea and people deciding to become part of the movement. 
Initially, the cooperative (Co-op) was in conflict with the labour movement, 
which regarded the Co-op to be associated with liberalism and liberal conser-
vatives. The Swedish cooperatives were inspired by the experiences of Belgium 
where a socialist cooperative movement grew strong in contrast to the British, 
which had a closer connection to the liberal movement. The Labour Consump-
tion Association founded the first organization in 1895 and its first store was 
opened in 1897 (Sjölin, 1949). 
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The Swedish nationwide Co-op was initiated at a congress in 1899, when 44 
representatives gathered from 41 associations to a three-day ‘general coopera-
tive congress’ in Stockholm. The formation took place as part of the fast-
growing labour movement and attempts, among other things, by unions and 
several political parties to make the business owners’ position towards cus-
tomers more ethical. The principles that the Co-op set up for its activities can, 
among other things, be seen as reflecting the problems experienced by the 
workers’ movement with the conventional grocery trade. In the early years, 
associations had problems with their finances: they were often opposed and 
only got business premises outside the centres of larger towns (Sjölin, 1949). 

Prior to World War II, the Co-op started to produce a wide array of pro-
ducts, such as light bulbs, butter and flour, and different rubber products. This 
trend continued after the war and the Co-op added several other products to 
their production lines and promoted the products under a common brand 
name (Kylebäck, 1974). However, in the 1980s and particularly in the wake of 
the financial crisis in the 1990s, the production facilities were closed down or 
sold, mainly because of higher competition and strained profitability. The 
consumer cooperative movement has since then been focusing on the retail 
sector (Edsta & Näslund, 2014). 

Beside the Co-op movement, the agricultural producers’ cooperatives have 
remained vital during the twentieth and twenty-first centuries in organizing 
the production within the agricultural sector. One specific sector within the 
agricultural cooperatives is the dairy sector that has been very successful – and 
this volume contains two chapters that revolve around the Swedish experience. 

To sum up, in the Swedish case, the cooperative organizations have not been 
out-competed by joint-stock corporations and are indeed alive and kicking. In 
the case of the mutual insurance companies, the cooperative organizational 
form has shown to be very successful. The life insurance market is almost 
entirely dominated by mutual insurers and in the non-life sector, they have a 
very large market share (Larsson & Lönnborg, 2015, 2018, 2019). The coopera-
tive in the agricultural sector is still standing strong, and when it comes to the 
dairy industry, Arla, for example, merger of Danish and Swedish cooperatives, 
has become an international player that combines mutual ownership and joint-
stock corporations within their business group. In the case of the Co-op, even 
though the Swedish Co-op has been struggling with low profitability and 
sinking market shares as well as disinvestment in own production, the move-
ment still has a large market share and still prevails as a major player on the 
market. Even though a very ambitious strategy to merge the Co-op movements 
in the Nordic countries recently failed, the Co-op still plays an important role 
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on the retail market in Sweden (Edsta & Näslund, 2014; Ekberg & Jensen, 
2018). 

If we turn our attention to the development of cooperatives in Tanzania, we 
can, as a point of departure, state that cooperatives are organizations of people 
who have the same needs and would like to solve their problems jointly 
through self-help (Chambo, 2009). The cooperative organization in Tanzania 
began as a common mission to empower small-scale agricultural producers in 
production and distribution to capture the profit from crop trade. The history 
of cooperatives in Tanzania is documented in a number of publications 
including Seimu (2015), Maghimbi (2010), Bibby (2006), Mwakajumilo (2011), 
Birchall & Simmons (2010) and Sizya (2001). The cooperatives in Tanzania 
began during the British colonial era when the native small-scale growers were 
encouraged to engage in farming coffee, cotton and tobacco in the 1920s. The 
first cooperatives in Tanzania were Agricultural Marketing Cooperative 
Societies (AMCOS) whose principal objective is the business of supplying 
inputs for agricultural crop production and purchasing. The growth of 
cooperatives in other locations in Tanzania was basically an initiative from the 
colonial authorities in the given localities. Cooperatives Savings and Credit 
Societies (SACCOS) emerged between 1936 and 1938, motivated by interests 
of the members as well as other types of cooperatives (Kutundu, 2018). 

The post-colonial government prioritized AMCOs as a vehicle in the reali-
zation of its rural development policies and they became powerful in the eco-
nomy. Furthermore, SACCOS and other types of cooperatives were recognized 
as indigenous efforts to provide most of the services, and AMCOS were dis-
solved by the government under the 1967 Arusha Declaration. Under the 
Arusha Declaration – which focused on socialism – AMCOS became govern-
ment controlled and the objectives of the cooperatives were defined by the 
government and not the members. This was in contrast to the basis of coopera-
tives in which these are considered to be autonomous organizations, which are 
owned and managed by members and serve the interests of members. 
Therefore, AMCOS were mismanaged under government control and were 
highly vulnerable to corruption that resulted in their failure and subsequent 
official abolition in 1976 (Savage et al., 1982). Then, AMCOS were restored in 
1982 to engage in crop handling, but their role to build and mould rural 
communities remained under socialist orientation (Seimu, 2015). 

Since the re-establishment of AMCOS, the government of Tanzania has 
continued to recognize the cooperative sector as an important driver of socio-
economic development. In order to facilitate this development, the govern-
ment came up with a Cooperative Act of 1991. The Act aimed at forming 
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autonomous cooperative organizations, controlled and managed by the mem-
bers with less government interference. The objective of the Act was to ensure 
that members are given the freedom to own and control their cooperative and 
that only economically viable societies are registered, and members have the 
final say on their cooperative, while the government only has an advisory role. 
To operationalize these purposes, the government has been framing various 
policies, laws, rules and programmes that ensure a fast-track development of 
cooperative institutions. These include the Cooperative Development Policy 
(2002). The policy has been a roadmap to the formation and growth of all forms 
of cooperatives. Its role is built on four objectives; first to encourage the 
establishment of member-owned and controlled cooperatives. The second is to 
encourage the establishment of economically viable and strong cooperative 
societies. The third is to promote good cooperative governance and, lastly to 
provide support in the provision of cooperative education, training, and 
research. The government amended the Cooperative Societies Act of 1991 in 
the Act of 2003. Moreover, the government introduced the Cooperative 
Society’s Rules of 2004 to guide the establishment and management of 
cooperatives in the country. Moreover, the government prepared a Coope-
rative Reform and Modernization Programme (CRMP) for 2005–2015. The 
objectives of CRMP are to initiate a comprehensive transformation of coope-
ratives to become organizations that are member-owned and controlled, 
competitive, viable, sustainable, and with the capability of fulfilling members’ 
economic and social needs (Magigi, 2013; Mushi, 2013). 

The international efforts were also backed up by the development of 
cooperatives in Tanzania (Pollet, 2009). For example, the United Nations (UN) 
continues to campaign to raise the public awareness of the contributions of 
cooperative enterprises to support economic development and alleviate 
poverty. The UN announced the 2020s as the cooperative development decade 
with the vision that cooperative business should be leading economic, social 
and environmental sustainability. Furthermore, cooperatives should be the 
enterprise business model preferred by people and becoming the fastest grow-
ing form of enterprises. To operationalize the cooperative development decade 
agenda, the ICA-Africa has prepared the African cooperative development 
strategy to be implemented by the African countries.  

Since the 1990s, SACCOS have become of a focal point in the cooperative 
movement in Tanzania. SACCOS are currently the most used cooperative in 
the country (Sumelius et al., 2014). While they are not always cooperative 
businesses themselves, they promote individual businesses and small group 
businesses by bringing in financial services to the members. These are types of 
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cooperatives that can be formed and operate in any society in both rural and 
urban areas. According to SACCOS’ statistics in Tanzania, the number of 
Savings and Credit Societies (SACCOS) and memberships in Tanzania has 
increased from 156 societies with 19,884 members in 1991 to 5,478 societies 
with 935,121 members by March 2014. Data for the year 2012 shows that, out 
of 5,424 SACCOS, 3,039 (56 per cent) were rural SACCOS, and 2,385 (44 per 
cent) were urban SACCOS of which 57 per cent were male members and 43 
per cent were female. However, their impacts on the economy became evident 
from the late 1980s, see Mwakajumilo (2011) following the government inter-
vention in promoting SACCOS. 

Despite being recognized as an important model for development in 
Tanzania for more than 60 years, cooperatives continue to attract the 
researchers’ attention. Some recent researchers in AMCOS have continued to 
suggest solutions to various challenges hindering their success and develop-
ment. The knowledge about AMCOS includes studies by Mmasa (2017), 
Anania and Sambuo (2017), Anania and Rwekaza (2016) and Bee (2013). The 
dominance of SACCOS has, in turn, attracted more researchers and, recently, 
research has focused on their spread and whether they show efficiency and 
sustainability (Marwa and Aziakpono, 2014; Ndiege et al., 2014; Magali and 
Pastory, 2013), the contribution of SACCOS to the Tanzanian economy (e.g. 
Kwai & Urassa, 2015; Qin & Ndiege, 2013), and the role of SACCOS in 
empowering special groups including women and youth (Maleko et al., 2013). 
Other recent works on SACCOS include Kaleshu & Temu (2012) and 
Ishengoma (2012). For both forms of co-cooperatives, most of the research 
originates from the leading cooperative institution in Tanzania, namely the 
Moshi Co-operative University (MoCU). 

It is clear that cooperatives in Tanzania perform a valuable role in support-
ing their members’ economic and social needs. However, recent experiences 
show that many stakeholders including the government are not satisfied with 
the performance of cooperatives at the primary and the apex level. This 
indicates that, to meet their potential in the future, a comprehensive trans-
formation of cooperatives in Tanzania is necessary. To achieve these objectives, 
research needs to show stakeholders how cooperatives should be commercial 
and viable enterprises that are able to survive and prosper under the current 
market conditions. Research in the cooperative field should continue to search 
for the ways and means of recreating the cooperative organization for current 
and future generations. One question that has been in focus concerns how 
cooperative organizations can better link to their communities, that is, focusing 
cooperatives on innovation that will enhance their becoming sustainable 
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business organizations. Lastly, other cooperatives including housing coopera-
tives, fishing cooperatives and others are still completely neglected in the lite-
rature.  

The contents of the book 
The book is structured into two different parts, one on entrepreneurship and 
the other on cooperatives. The section on entrepreneurship departs with two 
chapters that revolve around an under-researched topic, namely female entre-
preneurship. The chapter by Besrat Tesfaye, Benson Otieno Ndiege and Esther 
Towo discusses the subject of small businesses created and sustained by women 
in the Moshi, Kilimanjaro district in Tanzania. Women entrepreneurs in 
emerging economies are caught in the middle of societal transformations that 
prescribe roles for women that are at a variance with each other and with the 
institutions in, which they are embedded. On the one hand, women are 
expected to engage more in entrepreneurship and deliver growth and pros-
perity to themselves and their communities. On the other hand, women are 
expected to abide traditional rules and institutional norms that counteract the 
entrepreneurial efforts of women, however traditional values and norms are 
slowly changing and underpin/reshape the essence of the formal institutions. 
Therefore, it is important to understand how the institutional systems in 
emerging economies impact on the participation and performance of women 
entrepreneurs in the formal economy. 

The following chapter by Blendina E. Owalla continues the discussion of 
female entrepreneurship with a comparison between Sweden and Tanzania. 
Women’s entrepreneurship has received global recognition and support due to 
its contribution to the economy, with many initiatives focusing on entrepre-
neurship programmes as a tool for influencing women’s perceptions and 
attitudes towards entrepreneurship. The socio-cultural context also plays a 
role, with a society’s gender role ideology determining the level of normative 
support and legitimacy accorded to women entrepreneurs. Based on semi-
structured interviews, the chapter focuses on analysing women’s entrepre-
neurial motives and perceptions regarding entrepreneurship programmes in 
two different socio-cultural contexts, namely Sweden and Tanzania. The study 
contributes to the existing literature on entrepreneurial motives by identifying 
different non-mutually exclusive categories of ‘pull’ (personal identity, prior 
experiences, social mission and self-achievement), ‘push’ (providing solutions) 
and ‘combined’ (part-time entrepreneurs) factors that influence women’s deci-
sions to become entrepreneurs. Second, the study stresses that the socio-cul-
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tural context influences the prevalence of entrepreneurial motives in each 
context. This highlights the fact that women’s entrepreneurial motives are 
more nuanced and complex than the ongoing academic discourse on ‘neces-
sity’ versus ‘opportunity’ entrepreneurs. Third, entrepreneurship programmes 
can be viewed as having an overall positive impact on women entrepreneurs. 
However, what was perceived as being of value by the women entrepreneurs 
differed based on their entrepreneurial motives. In conclusion, the implica-
tions for policy and practice are highlighted. 

The chapter by Tommy Larsson Segerlind studies the concept of teams and 
the issue of understanding entrepreneurial ventures from a more theoretical 
point of view. The essay reflects on methodological insights from studying 
venture teams and venture processes in the context of institutional transforma-
tion. The argument is that venture teams as a level and unit of analysis in the 
entrepreneurship field are still overlooked and there is a need for making the 
venture team more explicit, as well as evaluating earlier theoretical results and 
exploring new methods and their applicability. The chapter includes a metho-
dological revaluation of four specific empirical studies. From an adaptation 
and selection perspective, the conclusions are that both processual and longi-
tudinal methods were able to give potentially important contributions to 
studies of venture teams and venture processes in the context of institutional 
transformation. However, to go further, we need to work together at national 
and international levels and continue to explore the contextual perspective on 
team entrepreneurship where different research groups may contribute with 
contextualized data and studies and different methods. 

As noted in the introduction, the general view in both Sweden and Tanzania 
is that small businesses and entrepreneurs are the most important factor in 
generating job opportunities in the future. This notion is the subject of the two 
following chapters, although with different approaches, the first practical and 
the latter more theoretical, where both chapters revolve around teams. The 
chapter by Bukaza Chachage, Deo Sabokwigina, Hosea Mpogole, Yusuph 
Sessanga and Gabriel Malima discusses the prospect of entrepreneurship edu-
cation at the institutional level of institutes of higher education, its present situ-
ation and the challenges it faces. The study uses the Team Academy Pro-
gramme of University of Iringa as a case study. This essay applies reflective 
methodology to explore the potential diffusion of the Team Academy processes 
to complement the training and development of modern cooperative 
entrepreneurs in the East Africa Region in general and Tanzania in particular. 

It was found that University of Iringa (UoI) runs the Team Academy 
Programme with the objective that students should learn entrepreneurship 
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experientially, that is by ‘doing real businesses’. The programme uses the ’rock-
et model’ to impart practical entrepreneurial and management skills and 
competences to students in the form of contextual learning by doing. The 
model motivates and inspires a concurrent positive reinforcement of three-fold 
learning; student-entrepreneurs’ learning; business organizational learning; 
and coaches’ learning. The synergetic developmental relationship of the coope-
rative efforts of these three types of reinforcement provides a positive learning 
loop and a unique innovative environment for the participants. Thus, the 
chapter suggests transforming the entrepreneurship education in such a way 
that learners could acquire entrepreneurial knowledge, skills and competences 
through learning by doing, and that this has the highest potential to produce 
excellence among graduate entrepreneurs. This is the first study conducted on 
Team Academy education in Tanzania, based on a reflective methodology. 

The next chapter in this section about entrepreneurship by Blandina W. 
Kori and S. M. Maina discusses the inclusion rate of university graduates in 
economic development activities immediately after graduation in Tanzania. 
The study focused on individual creative initiatives as a result of academic 
achievements. The study is anchored in the human capital theory of economic 
development. A descriptive research design was used to obtain cross-sectional 
data from individuals and focus groups that were among the graduates from 
the universities in Moshi, Tanzania, and using a snowball sampling design. The 
main conclusion of the study is that creativity is neglected in the training of 
graduates since both the trainers (universities) and the trainees (young 
graduates) invest their resources primarily in theoretical training, rather than 
in skills and vocational training. The trainers trained for ready employment 
and the trainee attitudes towards self-employment were highly negative. Con-
sequently, graduates make little effort to create self-employment after finishing 
their studies. The lack of initiative towards self-employment contributes to the 
lack of employment among young graduates and the inability to boost growth 
in the national/regional economy. 

The chapter by Malin Gawell revolves around social entrepreneurship for 
women’s rights. The struggle for women’s rights has taken many forms 
throughout history. Studies of social and political movements in various ways 
give us valuable knowledge about the processes and mechanisms that affect 
inequality as well as equality. Studies on how the so-called gender contracts are 
constructed and reconstructed in different types of organizations highlight 
several of the mechanisms that influence the design of the conditions attached 
to female/male roles. Social and political movements can be seen as contexts 
for entrepreneurial initiatives – that is initiatives to act in intertwinement with 
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the development of organizational structures to support the undertaken 
activities. The distinction between an organization and a social movement is 
difficult to draw because of the dynamic interplay between the two entities. In 
this chapter, entrepreneurship, and more specifically social entrepreneurship, 
are highlighted with the aim of deepening our understanding of this interplay.  

The next chapter has a different approach to entrepreneurship. The chapter 
by Karl Gratzer, Mikael Lönnborg and Mikael Olsson highlights the issue of 
state ownership, nationalization and privatization of firms in Sweden. The 
main questions are; why was state ownership initiated and how was it so widely 
extended during the twentieth century, and why has state-owned property 
during different periods been privatized and how were these operations con-
ducted? In addition, the chapter discusses whether the privatization processes 
can be understood as an entrepreneurial venture. The study underlines that 
state-ownership of companies constituted a natural part of market economies. 
There has been a large number of motives for state-ownership of companies, 
for example natural monopolies, high investment costs, military emergency 
and infrastructural reasons, and, last but not least economic crises where the 
state has acted as an ‘owner of last resort’. 

*** 

The second part of the book revolves around cooperatives and other organi-
zations that seek other means than only profits. However, the first chapter in 
this section is an essay by Yohanan Stryjan that neatly binds the two parts of 
the book together. Stryjan discusses from a theoretical point of view the con-
nections between entrepreneurship and cooperatives. The prime aim is to 
relate to the current entrepreneurship discourse, and the largely submerged 
discourse on cooperative action, on local and regional development. The 
discourse that has evolved in the few last decades around economic develop-
ment and change has highlighted the pivotal role of entrepreneurship, largely 
equalling it with the creation of private firms. Other forms of economic action, 
most notably the formation of cooperatives, and the impact of social infra-
structures on economic action, were largely displaced from the focus of 
attention. The disregard for cooperation among mainstream entrepreneurship 
advocates is amply mirrored by a correspondingly low interest in entrepre-
neurship among cooperators. Cooperative development systems are often 
shaped at the interface between the cooperative sphere and newly emergent 
spheres. The interests of the various stakeholders may differ considerably. 
Whereas the cooperatively minded focus on cooperatives being formed, 

36 



 

 
 
 

 
 

 
  

 
 

   

 

 
 

 
  

    
 

  
 

   
  

 
 

 
 

   
 

1. BEYOND BORDERS

treating economic and community effects as desirable externalities, the posi-
tion of the policymaker will be the obverse. Whatever their cooperative contri-
bution, the central economic contribution of cooperative support organiza-
tions is in developing an infrastructure for entrepreneurship. 

The chapter by Somo M. L. Seimu discusses the history of the cooperative 
movement in Tanzania, mainly policy and political aspects during the period 
from the 1930s to the 1980s. By the mid-1970s, Tanzania had the biggest 
cooperative movement in Africa and the oldest in East Africa. Despite such an 
achievement, for decades, the literature on Tanzania’s small-scale coffee and 
cotton cultivation and marketing cooperatives has suffered from a dearth of 
substantive historical accounts. The available literature is fragmented along 
various academic disciplines, mostly political science and sociology. In addi-
tion, there is no single substantive secondary historical study specifically dedi-
cated to the cooperative movement since its inception in 1932. This chapter 
seeks to fill this gap by utilizing primary sources from the Cooperative College 
archive in Manchester and the Tanzania National Archive (TNA) to examine 
and evaluate the coffee and cotton marketing cooperatives during the 1932 to 
early 1980s. The study explores the interlocking forces and policies that led to 
its growth and development. The development is also examined against the 
changing political and ideological influences during the interwar, and post-war 
to independence periods. In short, the chapter gives us a description of how the 
cooperative movement developed through periods of threats and is still a viable 
organizational form in Tanzania today. 

The chapter by Suleiman Adam Chambo, Esther Towo, Gervas Machimu, 
Alban Mchopa and Maulid Bwabo discusses the practicability of an integrated 
cooperative model in Tanzania. Cooperative movements are seen by pro-
ponents to have contributed to reduce poverty in developing countries. How-
ever, critics consider cooperatives’ effort to help their members in cooperative 
movements as questionable. Subsequently, cooperative efforts to alleviate the 
poverty among farmers are sometimes perceived to be ineffective. There is also 
a concern that to help their members, cooperatives should work towards verti-
cal and horizontal integration to be more effective. Thus, the main question in 
the chapter is whether an integrated co-cooperative is a practical model in 
Tanzania and how the integrated cooperative operates in the country? The 
chapter established that small-scale farmers in Tanzania have opted for hori-
zontal integration in the form of multiple memberships that is, being a member 
of an Agricultural Marketing Co-operative Society and a Savings and Credit 
Co-operative Society as a strategy for improving one’s livelihood. This form of 
integration therefore generates future implications for the growing cooperative 
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movement in Tanzania. Members involved in the integrated model were 
found, relatively, to have generated more wealth and had the comparative 
advantage of accessing various services provided in their communities. This 
reflects the importance of the existing integrated model, which has been 
formed by members themselves. 

The following chapter by Joseph Hella and Fanuel Isaya Sirikwa studies 
cooperatives from a completely different viewpoint, and analyses cooperatives 
from a micro-oriented approach. It is stated that the entrepreneurial capability 
in farm management through cooperative arrangement is a key factor for 
efficient and profitable production. The study compares the performance of 
two innovative management practices, that is, a private and a cooperative 
institutional arrangement for rice irrigation schemes in the Mbarali District. 
Two schemes, Igomero under cooperative and Mbarali under private institu-
tional arrangements, are compared. Both primary and secondary data was 
collected and analysed using regression, gross margin and return on invest-
ments. The results on scheme performance were captured through physical, 
institutional and economic key factors. The results showed significant dif-
ferences in the performance between private and cooperative irrigation 
schemes. In general, the performance of cooperative irrigation schemes scored 
significantly better – more than 6 per cent – compared to privately managed 
irrigation schemes. Specifically, private companies scored higher on physical 
and institutional factors while the co-operative scheme scored higher on 
economic factors. Based on these findings, entrepreneurial capabilities through 
a cooperative arrangement seem to have a significant contribution on farm 
level productivity and profitability. In short, the cooperative arrangement did 
in these cases underpin enhanced productivity and efficiency, as compared to 
privately organized business. 

Turning to the Swedish case and cooperatives, the next two chapters will 
discuss the Swedish dairy industry. The first by Paulina Rytkönen, Martin 
Ragnar and Mikael Lönnborg discusses the long-term development of the 
industry. During the last century the Swedish dairy sector has undergone a far-
reaching process of structural rationalization. In the early twentieth century, 
no other industrial branch had as large a number of firms and processing 
plants, and just a few decades later the number had been reduced dramatically. 
Likewise, the firm characteristics varied as there were many privately owned 
farm-based dairies of varying sizes, but there were also village dairies some-
times owned collectively and sometimes by one single owner, and there was 
also an incipient cooperative movement that strived to solve problems related 
to a lack of infrastructure and meeting the needs of growing cities. Already in 
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the early twentieth century, the Stockholm based dairy cooperative Mjölk-
centralen (since 1975 Arla and since 2000 Arla Foods, following the merger 
with Danish MD Foods), differed from all other dairy enterprises, as it grew 
rapidly after taking control of the Stockholm market, which allowed Mjölk-
centralen to rapidly expand into the provinces south of Stockholm. The most 
important event triggering the structural rationalization in the dairy industry 
was the compromise between the Social Democratic Party and the Agrarian 
Party in the Swedish parliament in the early 1930s, which offered the agro-
based industrial sector economic protection from international competition 
and farm subsidies in return for a voluntary process of self-rationalization. In 
exchange, the Agrarian Party agreed to support the Social Democratic Party’s 
unemployment policy among industrial workers. The main features of this 
institutional setting were valid until the 1990s when the preparations for the 
Swedish EU membership were initiated. 

The chapter by Marcus Box, Mikael Lönnborg and Paulina Rytkönen 
continues the discussion presented in the previous chapter, about the Swedish 
dairy industry and the cooperative movement. As noted, the dairy industry has 
a very interesting ownership form, namely a hybrid organizational form that 
combines cooperatives with joint-stock corporations. This chapter looks more 
closely at the international operations of the Swedish-Danish producer 
cooperative Arla Foods. Production in the dairy industry is almost always 
conducted locally and dairy products are seldom exported. Yet, the industry is 
today global, dominated by large transnationals. Several of them are organized 
as cooperatives, which is a rare situation among multinationals. In some 
geographical markets, or in particular market areas, these transnationals – cor-
porations as well as cooperatives – may compete fiercely, and their growth stra-
tegy is often to merge with or acquire local producers in other areas. However, 
the multinationals also actively cooperate in other areas (e.g. in branding or 
distribution) or on other geographical markets. In contrast to other multi-
national corporations that started an international business already in the nine-
teenth century, the dairy industry commenced this strategy in the late 1990s.  

The chapter by Kitala Christian Tobias Malamsha and Grace Ngiwiri 
Meleko discusses the contribution to the community of cooperative financial 
institutions, particularly SACCOS (Savings and Credit Cooperative Organi-
zations). It argued that the existence of the cooperative financial institutions 
can be of vital importance in Tanzania if they fulfil the following four policy 
objectives; enhancement of outreach, sustainability, enterprises development 
and improvement of the well-being among members. The four are supposed 
to be achieved simultaneously by each co-operative financial institution, which 
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has produced the theorem of the so-called ‘square attainment’. The main 
question in the chapter is whether SACCOS have attained this square improve-
ment? In short, the answer is yes. There was a positive change in outreach of 
SACCOS from 2005 to 2015. The number of SACCOs increased by almost 200 
per cent and the number of members rose by over 260 per cent in this period. 
Most of the SACCOS have also demonstrated financial sustainability. Without 
any doubt, SACCOS have supported the small business community and entre-
preneurial enhancement in various ways. They have offered better conditions 
for loans through lower interest rates and reasonable repayment plans than 
regular banks. These conditions have, of course, constituted a competitive 
advantage for SACCOS. Furthermore, the income level among members was 
indeed higher after joining a SACCO than before joining. SACCOS have in 
general contributed to an increase in the number of new business ventures and 
growth among corporations, and most credits provided to members were used 
for business undertakings and production purposes. In addition, the entre-
preneurship education provided by SACCOS enhanced the incomes of the 
members and also helped members apply better accounting methods and in 
general improved how business was conducted. Well-being changes were also 
improved among members after using SACCOS’ services. 

The chapter by Karin Dahlström, Anna Nyquist and Johanna Fernholm is 
somewhat different than the rest of the contributions concerning cooperatives. 
The chapter discusses a hybrid organization close to an NGO that was spon-
sored by hundreds of individuals, foundations, governments, institutions, and 
corporate partners, namely the Millennium Villages Project. The chapter exa-
mines if the quintuple helix innovation model could contribute to the under-
standing of sustainability and innovation initiatives undertaken in cross-
organizational partnerships. The study draws on the case of the Millennium 
Villages Project (MVP), which is a ten-year rural development project that was 
initiated in 2005 with the aim of implementing the UN Millennium Project’s 
recommended interventions across multiple sectors in rural sub-Saharan 
Africa. The main question is whether any lessons can be learnt from the quin-
tuple innovation model in order to understand cross-organizational partner-
ships for sustainability and innovation? 

The results indicate that the quintuple helix innovation model is a suitable 
model to use in order to examine and understand relational balances and 
imbalances in partnerships between the five sub-systems; the media- and cul-
ture based public system, the political system, the educational system, the eco-
nomic system and the natural system. The findings of the study also suggest 
that imbalances between the partners in the MVP cross-organizational part-
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nership could be identified. This is something that could lead to less innovation 
according to the quintuple helix innovation model. Considering that the 
chapter includes non-profit organizations but also touches upon aspects of 
entre preneurship and innovation and returns to issues that 
constituted the point of departure of the book, the chapter has been chosen to 
round up the entire volume.  

*** 

This volume highlights two topics, entrepreneurship and co-operatives (and 
education within these fields), which may be regarded as essentially disparate 
themes. However, looking more closely it is apparent that they have some 
interesting intersections. Entrepreneurship revolves around issues of finding 
combinations of resources to create an innovation, that is something new that 
hopefully will generate a viable corporation. At the same time, the innovation 
may change the circumstances of industries, create new employment opportu-
nities and boost economic growth. Entrepreneurship is in other word, the force 
that develops the economy in the short and the long run. Co-operatives has a 
long history and is connected to different forms of collaboration among pro-
ducers or consumers for contributing to common goals. The shared ownership 
form has managed to prevail over time and is stronger than ever before. Co-
operatives are normally built on previous experiences, but many new ventures 
have been undertaken within these organizations and has therefore, a strong 
connection to entrepreneurship research. 

This book is hence an output of the collaboration between Södertörn 
University in Stockholm, Sweden, and Moshi Co-operative University in 
Moshi, Tanzania. The theme of the anthology relates to innovation and entre-
preneurship among co-operatives, the public sector, and the private sector as a 
common dominator. In both countries we aim to understand how the eco-
nomy is working, how enterprises with different ownership forms and other 
kinds of state and private organizations contribute to economic growth or 
decline. Discussion and editing these chapters have giving us many different 
insights about the topics of entrepreneurship and co-operatives, which hope-
fully can pave the way for future research agendas. The contexts are dissimilar 
in these countries, but hopefully by putting these cases together, it may con-
tribute to new perspectives in Sweden as well as in Tanzania. These chapters 
have been written with empricial material from a specific country, with one 
important exception, about female entrepreneurs in Sweden and Tanzania. 
However, in the future, cross-cultural approaches should be deployed to give 
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us further knowledge about issues as impact of political policies for instance on 
entreprenership, co-operatives and role of women on short- and long-term 
economic performance. In addition, by comparing and addressing different 
kind of research methods and empirics, cross-cultural thereby facilitate theo-
retical development. Hopefully can this volume inspire to further collaboration 
among universities in countries with major differences in institutional settings, 
which may highlight general and unique features.  

In concluding the introduction, we hope that this book can serve as a brief 
overview of research on entrepreneurship, cooperatives an education in 
Sweden and Tanzania. In addition, the intention is that the book will contribute 
to evolve the research in these areas in both countries but also further deepen 
the collaboration between Södertörn University and Moshi Co-operative Uni-
versity on, among other things, teacher/student exchanges and common 
research projects in the future. 
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2. Institutional Constraints on Women
Entrepreneurship in Tanzania

BESRAT TESFAYE, BENSON OTIENO NDIEGE & ESTHER TOWO 

There is increasing evidence in the literature that female entrepreneurship is 
making significant contributions to economic growth at large and for indi-
vidual women in developed as well as in low income economies (Brush & 
Cooper, 2012; Kelly et al., 2015, 2013; Vossenberg, 2013; Langowitz & Minniti, 
2007; Brush et al., 2006). In low income economies, female entrepreneurs are 
expected to play a more prominent role in self-employment, job generation, 
developing a viable private sector, and in providing women with successful 
careers (Minniti & Naudé, 2010; Klapper & Parker, 2011; Bardasi et al., 2011). 
Some scholars have even argued that female entrepreneurship is an ‘untapped 
resource’ and can contribute more significantly to low income economies than 
male entrepreneurship (Minniti & Naudé, 2010; Bardasi et al., 2007; Baughn et 
al., 2006).  

However, there is a growing concern that the potential of women entre-
preneurs in general may not be fully exploited. The annual GEM data for 2014 
(Global Entrepreneurship Monitor, 2015), for example, shows the proportion 
of business enterprises owned and managed by women to be about 30 per cent 
– allowing for a wide variation across countries. Women entrepreneurs earn
less from their efforts, their businesses grow more slowly and are less likely to
survive. More women than men are pushed into entrepreneurship from
necessity. Moreover, Kelly et al. (2013) reported that women entrepreneurs are 
more likely to operate enterprises without employees than are men. This
suggests two types of gaps between the genders: first, a performance gap in
terms of low participation of women in new business ventures. The second is
in terms of the low performance (in survival and low growth) of enterprises
owned and operated by women. While the proportion of women engaged in
entrepreneurship has been increasing more rapidly than their male counter-
part, the performance of their enterprises remains lower. In this respect, evi-
dence from the literature consistently shows a performance gap between
female and male entrepreneurs (Brush, 1992; van Praag & Versloot, 2007;
Klapper & Parker, 2011; Bardasi et al., 2011; Vossenberg, 2013; Kelly et al.,
2015).

The gender gap posited in performance is universal and applicable to the 
context of low-income economies such as Tanzania. A recent baseline survey 
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of Tanzanian micro, small, and medium-size enterprises (URT, 2012) revealed 
that 54.3 per cent of the approximately 3.2 billion private enterprises were 
owned by women entrepreneurs. But women entrepreneurs accounted for only 
16 per cent of all enterprises with more than 5 employees. Furthermore, only a 
small proportion of women entrepreneurs are formalized, that is, are registered 
for a Tax Identification Number (TIN) and pay value added taxes (VAT). 
Another survey of Tanzanian women entrepreneurs conducted by Equality for 
Growth (EFG, 2009) showed that only 19.2 per cent of the women in the survey 
were formalized while about 80 per cent were without operating licenses. Other 
sources show that women entrepreneurs in Tanzania are concentrated in low 
profit, highly competitive, informal micro sectors and very few women entre-
preneurs succeed in making the transition from operating micro businesses to 
formal small and medium-sized enterprises (ILO, 2003, 2006). Temu (1998) 
and Chijoriga et al. (2002) described the existing business ventures in the 
country as survivalists, not serious, and established from economic necessity 
and not driven by an entrepreneurial spirit. The primary concern in the case of 
Tanzania and many other low-income economies such as Ghana and Nigeria 
(GEM, 2012) is, therefore, the performance gap between the genders in terms 
of the business operation rather than the low participation of women in 
business creation activities.  

Moreover, there is increasing evidence that women entrepreneurs in low 
income economies face distinctive institutional constraints and are more 
severely impaired by their environments than women in developed economies 
(Amine & Staub, 2009; Richardson, 2004; Kantor, 2001; Kiggundu, 2002; Nejru 
& Njokas, 2001). Nejru and Njokas (2001), for instance, argue that those 
institutional constraints on women entrepreneurs in low-income economies 
go far beyond a lack of skills, access to resources, and bureaucratic hurdles. 
They reported that women entrepreneurs suffer from lack of legitimacy and 
acceptance, especially in situations where they could potentially outperform 
male contenders (Njeru & Njokas, 2001). Other studies support these findings 
(Amine & Staub, 2009). From an overview of institutional constraints on 
women entrepreneurship in Africa, Amine and Staub (2009) indicate that 
entrepreneurship in many traditional cultures and sub-cultures is not con-
sidered to be a suitable occupation for women. Furthermore, they found that 
women who aspire to enter entrepreneurship were encouraged to pursue 
entrepreneurial activities related to traditionally feminine tasks, e.g. sewing, 
small-scale production of consumer goods and petty trade. Institutions, such 
as the family, function more as normative agents (Scott, 2004) to discourage 
women from pursuing more ambitious entrepreneurial careers. Yet, women 
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2. INSTITUTIONAL CONSTRAINTS ON WOMEN

do create growth oriented successful business and participate in the formal 
economy.  

In sum, the literature suggests that women entrepreneurs in emerging eco-
nomies are caught in the middle of societal transformations that prescribe roles 
for women that are at variance with each other and with the institutions in 
which they are embedded. On the one hand, women are expected to engage 
more in entrepreneurship and deliver growth and prosperity to societies. The 
World Economic Forum (WEF, 2012) singled out women entrepreneurs as 
‘the way forward’. In Forbes (2011), women entrepreneurs are described as the 
‘key drivers for growth and development’. Other stakeholders contend that 
women are an ‘untapped resource’ of economic growth and development 
(Minniti & Naudé, 2010). On the other hand, women are expected to abide by 
traditional rules and institutional norms that may constrain them in their role 
as entrepreneurs. Traditional values and norms underpin/shape the essence of 
formal institutions. Therefore, there is an inherent tension in the institutional 
systems (formal and informal) that constrain women who aspire to pursue 
entrepreneurial opportunities for growth. These institutional constraints can 
be observed in the interactions of women entrepreneurs with the institutions 
in which they are embedded and operate. 

Notwithstanding the constraints in the institutional environment, an 
increasing number of women entrepreneurs succeed in establishing growth 
oriented small and medium size enterprises that are making significant con-
tributions in the job creation and the development of a viable private sector in 
low income economies (Rogers, 2001; ILO, 2003; Richardson, 2004; Ellis et al., 
2008; EFG, 2009). Growth oriented enterprises refer to formalized businesses 
that exhibit recorded increases over 3 consecutive years in multiple growth 
indicators such as turnover and sales, markets, profit, access to commercial 
loans and so on. These observations are important since women entrepreneurs 
in low income economies are often depicted aggregately as ‘micro enterprises’ 
and/or the ‘informal sector’ making the contributions of women entrepreneurs 
invisible. Furthermore, these observations indicate that women entrepreneurs 
may not passively comply with the institutional constraints, but employ coping 
strategies that enable them to circumvent the institutional barriers to growth 
opportunities (Oliver, 1991). 

The extensive literature on gender and entrepreneurship has surprisingly 
enough paid little attention to institutional constraints on women entrepre-
neurs (Bardasi et al., 2007). For example, what are the institutional constraints 
faced by women in the context of low-income economies? How do women 
entrepreneurs respond to institutional constraints? What determines how 
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women entrepreneurs respond to their institutional environment and how do 
the responses impact on their opportunities for growth? 

Institutions are important in explaining entrepreneurial behaviour. Institu-
tions provide entrepreneurs with opportunities as well as constraints, enable or 
restrict entrepreneurs, discourage or encourage specific entrepreneurial 
behaviour (Aldrich & Waldinger, 1990; Baumol, 1990; Baumol et al., 2009; 
Soto, 2000; Busenitz et al., 2000). For example, the absence of formal structures 
or too much bureaucratic details can discourage entrepreneurship (Baumo et 
al., 2009; Soto, 2000). Institutional differences may also explain variations in 
national levels of entrepreneurship (Busenitz et al., 2000). Furthermore, in-
stitutions are gendered and institutional systems that encourage male entre-
preneurs can discourage women entrepreneurship (Brush et al., 2009; Amine 
& Staube, 2009; Njeru and Njokas, 2001). However, the impact of formal and 
informal institutions on women’s entrepreneurship in low income economies 
has received little attention. This study puts the spotlight on the experiences of 
the interaction of women entrepreneurs with the institutional systems in which 
they are embedded. We do so by studying the experiences of women entre-
preneurs in the process of business formalization, i.e., registration for payment 
of Value Added Tax (VAT). We use formalization instead of legalization to 
distinguish businesses that are legal/licensed but are not registered for VAT. 
This process requires multiple interactions with the formal institutions in 
which entrepreneurs operate, is complex, time-consuming and costly. 

This study explores the interplay between institutions and female entrepre-
neurs, with a focus on how women entrepreneurs respond to formal/informal 
institutional constraints. The objective is to contribute to our understanding of 
why some women entrepreneurs in low income economies succeed in estab-
lishing growth-oriented business enterprises. The research is based on a mixed 
methodology consisting of a multiple case study and a survey of 100 randomly 
chosen women entrepreneurs in Moshi, Tanzania. 

The remaining parts of the chapter are organized as follows. In the following 
section, a brief summary of the theoretical tenets underlying the study and 
prior research is presented. This is followed by a discussion of the methodology 
of the study. Then, the results of the case study and the survey are presented 
and analysed and discussed. In the final section, the conclusions of the study 
are discussed and directions for future research indicated. 
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2. INSTITUTIONAL CONSTRAINTS ON WOMEN

Theory and prior research 
Entrepreneurship has been defined in various ways, for example, as a psy-
chological attribute of individuals (McClelland, 1961), as an economic function 
(Schumpeter, 1934; Kirzner, 1997), as a process of opportunity recognition and 
exploitation (Shane & Venkataraman, 2000) or as new business creation 
(Gartner, 1985). The process view which is adopted in this study considers 
entrepreneurship in broad terms, implying that entrepreneurial activities occur 
in varying contexts, i.e., in different types of organizations and sectors, at 
different stages of the life-cycle of an organization, and institutional systems 
(Davidsson et al., 2010). Entrepreneurship is conceived as a process of creating 
and operating a privately-owned business enterprise. Entrepreneurs are the 
individuals who create, own and operate a private business enterprise. 
Entrepreneurship from this view is perceived as a process that is shaped by the 
interplay between the entrepreneurs and their institutional contexts. For 
instance, Welter (2011:165) argues that: ‘context is important for under-
standing when, how and why entrepreneurship happens and who becomes 
involved.’ 

The role of institutions in entrepreneurship has long been acknowledged 
(Baumol, 1990) and more recently institutional theory has become a popular 
lens for viewing the phenomenon (Baumol et al., 2009; Jamali, 2009; Amine & 
Staub, 2009; Bruton et al., 2010; Welter & Smallbone, 2011).  

North (1990) defines institutions as the formal and informal rules of the 
game that guide behaviour. Institutional theory is concerned with the inter-
action of groups and organizations with the social structure in order to secure 
legitimacy and stability (Meyer et al., 1991). It thus addresses regulatory, social, 
and cultural systems that impact the behaviour of groups and organizations. 
Scott (2004: 2) argues that institutional theory does not only attend to: ‘consen-
sus and conformity but to conflict and change in social structures’. As Oliver 
(1991) states, organizations and their leaders may employ: ‘… a range of “stra-
tegic” responses/techniques – reactions that included acquiesce, but included 
as well compromise, avoidance, defiance, and manipulation’ (Oliver, 1991, in 
Scott, 2004: 13). This view of institutional theory is useful in explaining entre-
preneurial behaviour, for example why some women entrepreneurs continue 
to operate their enterprises in the informal sector while others upgrade and 
formalize their firms.  

Institutional theory has multidisciplinary roots and has developed into 
different branches, for instance DiMaggio and Powel (1991) distinguish two 
streams of institutional theory. One strand stems from sociology and organi-
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zation theory and is concerned with the reciprocal interaction between institu-
tions such as firms and society and a second strand with roots in economics 
and political sciences. Most entrepreneurship research adheres to the socio-
logical/organizational view of institutional theory (Amine & Staub, 2009; 
Bruton et al., 2010; Welter & Smallbone, 2011). Entrepreneurship researchers 
departing from this view seek explanations for entrepreneurial behaviour (suc-
cess) in the strategic responses of entrepreneurs to their institutional environ-
ment. 

According to Scott (2004), institutional theory attends to the resilient 
aspects of the social structure. Scott has identified three systems (pillars) that 
support institutional resilience (Scott, 2004: 54–57): the regulative, the norma-
tive, and the cognitive. The regulative system is concerned with how formal 
and informal rules are set, monitored and enforced by laws, regulations, 
industry standards, and policies. The regulatory system has a direct impact on 
entrepreneurial behaviour in that it determines the ease at which a business is 
started and operated (Busenitz et al., 2000). A study of the regulatory system of 
85 countries by Djankov et al. (2002) indicated a link between the ease of 
formalizing a business and the levels of national wealth. The start-up proce-
dures in rural areas were slower and more costly. Furthermore, their research 
indicated a relationship between corruption and stricter regulations of formali-
zation. Their results further suggest that complex regulatory systems promote 
corruption. Amine and Staub (2009) identified three additional aspects of the 
regulatory system that impact female entrepreneurs in Africa, namely, pro-
perty rights, i.e., inheritance and ownership laws, lack of access to capital, and 
lack of access to micro-loans. Regulative systems thus play a decisive role in 
promoting the formalization and integration of women owned and operated 
enterprises in the economy. 

The normative pillar sets the ground rules that people are socially obliged 
to comply with. It is composed of values and norms that prescribe and 
evaluate appropriate behaviour (Scott, 2004: 54) in the interaction between 
institutions such as a firm and society. Baumol (2009) has shown that societal 
norms can encourage or discourage entrepreneurship. The normative sys-
tems determine what is to be considered appropriate roles and career paths 
for the respective genders which is, for instance, reflected in the beliefs and 
attitudes towards women entrepreneurship (Amine and Staub, 2009). 
Normative systems are reflected and have a major impact on the regulatory 
system. Negative attitudes to women entrepreneurship will thus result in a 
restrictive regulatory environment.  
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2. INSTITUTIONAL CONSTRAINTS ON WOMEN

The cognitive pillar is concerned with shared conceptions underpinning 
social reality and the frames through which meaning is constructed. The cog-
nitive system impacts on individual judgments, beliefs and actions. This system 
has an impact on entrepreneurship in fundamental ways because it determines 
how society relates to entrepreneurship, the values that are nurtured and incul-
cated, and the cultural environment in which entrepreneurship is practiced 
(Bosma et al., 2009; Li, 2009). This system thus determines whether women 
entrepreneurship is desirable by society. 

Institutional theory has been singled out as particularly helpful in under-
standing barriers to women entrepreneurship (Brush et al., 2009; Amine and 
Staub, 2009; Baughn et al., 2006) in that the theory establishes theoretical links 
between institutional systems and entrepreneurship. Intuitional theory is used 
as a framework for structuring and analysing constraints stemming from the 
regulatory, normative and cognitive systems as well as the coping strategies of 
women entrepreneurs. 

Research methodology 
The research is based on a mixed methodology with a sequential explorative 
design (Creswell, 2009; Teddle & Yu, 2007; Morse, 2003; Morgan, 1998). Both 
qualitative (Qual) and quantitative (Quan) methods of data collection and 
analysis are used. In the first phase, qualitative data was collected and analysed. 
This was done through a multiple case study of growth and non-growth-
oriented companies owned and operated by women. The distinction between 
growth and non-growth-oriented companies was intended to illustrate the 
differences in the institutional impact on women owned companies at different 
stages of formalization and growth. The cases were selected through a snow-
balling technique. The number of cases presented are limited and may not be 
representative of all the women entrepreneurs. Nevertheless, these cases cap-
ture the central concerns of women entrepreneurs with regard to aspects of the 
socio-economic institutions and additional efforts were not expected to gene-
rate new insights. The interviews were conducted in either English or Swahili, 
often in a mixed fashion. In the second phase, a quantitative method was used 
to elaborate and expand on the results of the qualitative study that have been 
analysed in the first phase. A total of 100 women entrepreneurs in Moshi town 
were selected using a simple random sampling and interviewed. The interviews 
were conducted through a questionnaire that was administered by qualified 
interviewers. 
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There is very little systematic research on women entrepreneurship in 
Tanzania. This design strategy makes it possible to explore the topic with a 
small number of participants at the site and then expand our understanding 
from a larger population. The strategy can be fruitfully employed in developing 
new analytical instruments to augment existing ones. Furthermore, this design 
strategy is useful in determining the distribution of a phenomenon within a 
chosen population (Morse, 2003). Nevertheless, the design strategy applied in 
this study is time consuming. A second weakness is an uncertainty surround-
ing which qualitative results to focus upon in the subsequent quantitative 
study. Selection and data collection procedures are described for the respective 
phases of the study. 

The qualitative research strategy was multiple case studies. The cases repre-
sent women entrepreneurs that are growth oriented, that is, women entrepre-
neurs that emphasize growth and operate formalized businesses that are grow-
ing. The selection criteria applied include: i) formalization, ii) ownership/type, 
iii) industry/sector, and iv) growth defined by indicators of reported changes
in growth during three consecutive years preceding the data collection.

Formalization is likely to be a strong indicator of the entrepreneurs’ com-
mitment to pursue opportunities for growth because, in registering their busi-
nesses for TIN, enterprises are willing to pay fees and taxes in exchange for 
legitimacy and recognition. Formal businesses can pursue opportunities that 
are not accessible to informal business, e.g. opportunities for export or import. 
Likewise, the diversification of business enterprises may be a useful indicator 
of expansion and growth. Many women entrepreneurs are located in low-profit 
and highly competitive industries with little opportunity for growth. The repre-
sentation of various industries was thus considered important in selecting 
cases. Ownership structure can be decisive in the patterns and strategies of 
women-owned enterprises, but the vast majority is private proprietorship. 
Partnerships and other forms of ownership are scarce. Using these criteria, 2 
case groups of which 4 were growth-oriented and 2 non-growth oriented enter-
prises were selected and studied. On average, the interviews lasted 2.5 hours/ 
case. Relevant documents (such as registration forms, VAT, title deed for 
properties) were accessed for further study. 

Following the qualitative study, 100 women entrepreneurs were selected 
and interviewed using a questionnaire that was based on the results of the cases 
in the preceding phase. The selected population was relatively homogeneous: 
i) geographically, the entrepreneurs were located in areas in the city that are
densely populated by entrepreneurs, many in proximity of each other; ii) under 
the same municipal and taxation spheres; iii) more than 60 per cent are in
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2. INSTITUTIONAL CONSTRAINTS ON WOMEN

similar businesses, i.e., trade; and iv) shared legislative, normative and cog-
nitive business environment. The survey was conducted during one week in 
April 2014, using a structured and unstructured questionnaire administered by 
a research assistant. The survey data was analysed through descriptive statistics 
and was then re-connected to the multiple case analyses for interpretation. 

Results of the case study  
This section begins with a short introduction of the cases and a summary of the 
general characteristics of the entrepreneurs and their firms. The perceived 
constraints and coping strategies of the individual cases are then described 
along the core variables conceptualized in the framework of analysis, namely 
the regulatory, normative, and cognitive systems. The indications from the 
respective case are then compared across and within the two case groups. The 
results of the case study have then been extended to the subsequent quantitative 
research presented. 

The entrepreneurs and their stories 
The entrepreneurs are identified numerically from 1–6, that is E1 (entrepre-
neur number 1). Cases E1–E4 are growth oriented, while E5 and E6 are none-
growth oriented. The short presentations are intended to provide information 
about their demographic, socio-economic and entrepreneurial profiles. The 
stories are then compared for similarities and differences. 

Entrepreneur 1 (E1) 
The founder of E1 is 30 years old, married and has one child. Her father and 
several other members of the extended family owned/operated businesses. She 
started her entrepreneurial career in primary school at an age of about ten by 
investing her pocket money in a ‘candy business’ on her school compound. The 
candy business developed into a lucrative small venture and continued until 
the end of primary school. Upon entry into secondary school, she decided to 
divert her school fees into an underwear and lingerie business. Since then, she 
has started numerous businesses and at present owns/operates three enter-
prises and is planning for a new venture in a fast-growing industry. Initially she 
tried to make a career as a teacher but contends that she started: ‘…fretting and 
had to get back on track’ (E1). Her main motive is to make money and carry on 
as an entrepreneur. She believes that women have to succeed in order to be 
accepted as serious entrepreneurs by family, financial institutions, government 
officers, and community members. 
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Entrepreneur 2 (E2):  
E2 is 40 years old, married and has 3 children. After primary school, she started 
as an assistant in her sister’s hair salon and was later appointed manager of the 
business. She started her first business enterprise in fashion wear while still 
working for her sister. With the proceeds from the fashion wear, she opened a 
beauty salon and later expanded with a third business in beauty items and 
accessories. At present, she has advanced plans to open what she hopes will be 
the largest all-in-one department store in the region. ‘…More and more people 
are doing their shopping in department stores. I think people would be happy to 
do their shopping in one place. As it is now, you have to drive to different stores 
in different places. This is not very practical. Therefore, I believe this is a big 
opportunity for me to build a profitable business’ (E2). Making money and 
building ‘something big’ are the primary motives for entrepreneurship and 
business growth. E2 perceives entrepreneurship as the best career and is highly 
committed to growth as a means of success. She believes that successful entre-
preneurship will open up many doors and help her get recognition from her 
family and the community at large. 

Entrepreneur 3 (E3) 
E3 is 51 years old, married and has 4 children. She has an academic education 
and a long career in the field in, which she has started her business. Both of her 
parents operated businesses and she used to help her mother already as a child. 
She has been/and is still working at a government agency. She started her first 
business in 2003 in the area of ‘Agri-business’, processing agricultural products 
based on ideas developed in connection with her job. To raise the start-up 
capital, she has been participating in various government initiatives and has 
acquired a loan through small business development organizations. She has 
expanded the business into farming and property development. She wants to 
make money and have a: ‘…a meaningful occupation after retirement and leave 
something behind for the children” (E3). She is convinced that the business has 
a great potential and plans to commit herself on a full-time basis. She perceives 
that the attitudes towards women entrepreneurship are not positive, but they 
have been changing for the better. She feels that her entrepreneurship has 
improved her social position in the community. 

Entrepreneur 4 (E4)  
E4 is a 50-year old academic with a master’s degree and a long career as an 
employee. She is married. Previously, she has attempted to start a business 
without any success. At present, she owns 2 businesses. The present enterprise 
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was started in 2004 but was not formally registered until 2009. E4 has a pending 
application for a manufacturing license and intends to build a factory as soon 
as possible. Among her primary motives for entrepreneurship are money and 
a ‘secure retirement’. She has been working at developing the product and is 
strongly committed to bringing ‘her product’ to the market. She perceives that 
the attitudes towards women entrepreneurship are negative and that people 
normally ignore successful women entrepreneurs and she believes that it is im-
portant that women entrepreneurs are acknowledged by society. 

Entrepreneur 5 (E5) 
E5 is a 33-year-old single mother with 2 children. She has a primary education, 
training in elementary financial management, and some business experience 
in shop-keeping. A previous attempt to start-up a business failed. She started 
the business from necessity – to support her family and for self-employment: 
‘…I was failing to have three meals per day. I heard news about a possible finan-
cial loan and was seeing a lot of women starting businesses’. Social benefits such 
as respect for being able to support her family and gaining access to more 
contacts were also important motives. E5 would like the enterprise to grow but 
growth is not her priority and she has not yet actualized a plan or a strategic 
direction. She does not perceive that the attitudes to women entrepreneurship 
are supportive. She did initially have little support for her venture from her 
family, but she feels that she has now been gaining more support from family 
members and friends.  

Entrepreneur 6 (E6) 
E6 is 35 years old and has a lower secondary education. She has 4 children and 
has been a housewife most of her adult life. At present, she is separated from 
her husband. She has no training, prior experience, or entrepreneurial parents 
but has been operating a business since 2000. The present enterprise was not 
registered until 2004. The primary motive was to provide for the children, but 
the decision was triggered by some encouraging news about a possible soft loan 
for the start-up. She had also noted that many women in her surroundings had 
succeeded as entrepreneurs. In retrospect, she is happy to have started the 
business and hopes that it will grow. But she does not perceive growth as 
necessary for her survival and happiness. She has been subjected to much 
criticism for becoming an entrepreneur by family members but feels that she 
has gained access to networks and new friends that she had no opportunity to 
meet as a housewife. 
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A summary of the attributes of the entrepreneurs and their firms  
The response of entrepreneurs to institutional challenges is based on their 
perceptions and not necessarily on the objective conditions of their environ-
ment. Therefore, it is important to understand factors that contribute to their 
values, perceptions and cognitive capacities, for example, their backgrounds, 
motives, formal education, and entrepreneurial experiences. Table 1 sum-
marizes the attributes of the case entrepreneurs. As depicted, the entrepreneurs 
differ in many respects, including age and family situation, motives and aims 
as well as education and experiences in entrepreneurship. 

Table 1: The entrepreneurs and their firms 

A
ttribute/ 

Entrepreneur

A
ge

Marital 
status 

Education

Experiences  
and skills

Motives 
and aims 

Line of 
Business

Status of
Business

G
row

th
strategy 

E1 30 Married, 
one 
child 

Secondary
education 

H
abitual 

entrepreneur*

Money; 
Growth 

M
ultiple 

businesses

Form
alized 

(TIN
)

D
iversification: 

vertical m
arket 

integration  

E2 40 Married, 
three 
children 

Prim
ary

education 

H
abitual 

entrepreneur

Money; 
Growth 

M
ultiple 

businesses

Form
alized 

(TIN
registered) 

D
iversification, 

vertical m
arket 

integration  

E3 51 Married, 
four 
children 

Bachelor 
D
egree 

Entrepreneurial 
background 

Money; Post-
retirement 
employment 

A
gri-business 

(horizontally
integrated) 

Form
alized 

(TIN
registered) 

V
ertical m

arket 
expansion,
diversification 

E4 50 Married, 
no 
children 

M
aster's degree 

Prior
entrepreneurial 
experiences

Money; Post-
retirement 
employment 

M
ultiple 

businesses

Form
alized 

(TIN
registered) 

V
ertical M

arket 
expansion,
diversification 
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E5 33 Single, 
two 
children 

Prim
ary

education 

Prior
experiences 
(lim

ited)

Self-
employment 
Sustenance 

Trade in textile

Registered. 
(N

o TIN
)

Survivalist 

E6 35 Single, 
four 
children 

Low
er

secondary
education 

N
o

entrepreneurial 
Experience

Self-
employment 
Sustenance 

Trade in textile

Registered, 
(N

o TIN
)

Survivalist 

Note: Habitual entrepreneurs start new businesses subsequently. Source: Ucbsaran et al. (2008). 

In considering the cases along motives and entrepreneurial aims, we can ob-
serve that the growth-oriented cases are driven by opportunity, while the non-
growth cases entered entrepreneurship from necessity. The slight differences 
in entrepreneurial aims among the growth-oriented cases may be related to age 
differences and prior employment. However, the retirement benefits of public 
employees in Tanzania are low, particularly for women who likely earn less 
than men. Both E5 and E6 are driven by the need for self-employment but also 
consider entrepreneurship as an opportunity for self-sufficiency and auto-
nomy. As single mothers, it is important for these women entrepreneurs to 
maintain status quo.  

The entrepreneurial ambitions and the commitment to growth appear to 
guide their strategies for growth. Those cases emphasising growth are for-
malized and pursue multiple strategies such as diversification (by creating a 
portfolio of firms) and vertical market expansion (see E1 and E2). The diversi-
fication strategy is not only employed in these cases to capture growth op-
portunities or spread investments risks, but also to escape the radars of 
taxation, and inquisitive family members. Growth oriented cases with more 
focus on income generation upon retirement focus on vertical market expan-
sion. This may also be due to the fact that these two cases are in manufacturing 
and the opportunities for portfolios of firms are limited. The sustenance cases 
are survivalist with no specific strategies. Some important distinctions can also 
be noted in terms of the profile of the firms. The cases with growth aims have 
upgraded their firms by formalizing (TIN registration), while the survivalists 
do only have a business license (the lowest level of formalization). As 
mentioned earlier, the cases are sole proprietorships. TIN registration indicates 
that the business is a serious formal/legal entity that has a significant turnover 

63 



 

   
 

  
 

 
 

 
 

 
 

  

   
    

   

 
   

 
 

 

  
 
 

  
   

 
   

 
 

  

BEYOND BORDERS 

and potential for growth. Furthermore, TIN registration enables businesses to 
access funds from formal sources. 

The attributes of the entrepreneurs and their businesses influence how the 
institutional environment is perceived and the nature of the strategies em-
ployed in response. The following section focuses on the institutional dimen-
sions that the case entrepreneurs perceive as constraints and how they deal with 
these challenges. 

Strategic responses to institutional constraints and their 
impact on growth opportunities for women entrepreneurs 

Strategic responses are different ways of complying with the institutional en-
vironment. In this case, entrepreneurs have a range of strategic responses in 
complying with the constraints stemming from the three components of 
institutions, the regulatory, the normative, and the cognitive systems. These 
three systems are, however, closely intertwined and a strategic response to 
comply with one  system is likely to have an impact on the other systems.  
Formalizing a business enterprise in compliance with the regulatory system is 
likely to mitigate the stereotypes of women entrepreneurs as survivalists and 
facilitate the access to the services of formal institutions such as bank credit. 
Manipulating, i.e., skilfully managing normative systems including role con-
flicts, can release entrepreneurial resources that can be employed to comply 
with the regulatory system of formalizing an informal enterprise. In the fol-
lowing, the dimensions of the three institutional systems and means of com-
pliance by the case entrepreneurs that are perceived as salient are summarized. 

Complying with the regulatory system 
The explicit regulations perceived to be salient by the cases pertain to several 
aspects of starting and operating a formal small business. The number and 
complexity of the procedures, the costs of processing applications, the bureau-
cratic hustle, and corruption are perceived as major constraints to entry into 
the formal sector and an opportunity to pursue growth. As one entrepreneur 
explained: ‘…until the entire shuttling and bureaucratic hurdle is over, I have to 
hope and wait. It takes time, energy and money. It is risky because I am required 
to pay taxes arbitrarily assessed by a tax officer long before I start the production 
and make some money’ (E2). It is perceived in the cases that women are more 
severely impacted by the regulatory system because of their gender. Women 
have less time, access to less information, enjoy limited mobility and are more 
exposed to corruption. Women are perceived to be more hustled by corrupt 
officers: ‘…It is not unusual that corrupt officers demand bribes as well as sexual 
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favours’ (E1). These are factors that discourage women entrepreneurs from 
formalization and integration into the formal economy, implying exclusions 
from accessing services from formal institutions such as financial institutions, 
commercial premises, business networks, and so on. 

The entrepreneurs in the study employed differing coping strategies in 
dealing with the regulations and procedures pertaining to the formalization 
and operation of their businesses. A summary of the main compliance tech-
niques as coping strategies is presented in Table 2. One group (E1–E4) res-
ponded to the regulatory constraints to formalize their businesses by com-
promising, that is, trade-off and manipulation techniques. Compromising im-
plies that they chose to commit resources and pay the costs required for for-
malization, including voluntary registration for value added tax (VAT). In ex-
change, they hoped to access the services of the institutions of the formal eco-
nomy such as banks, to engage in import-export trade, to acquire property and 
construct commercial premises, and so on. Firms with less than 40 million tzs 
in turnover are not required to pay VAT but may be allowed to register and get 
a certificate (TIN). VAT is about 20 per cent in Tanzania and involves an 
administrative burden and can have a negative impact on competitiveness (as 
compared to those not registered for VAT). Therefore, voluntary registration 
for TIN (ensuing VAT) is a strong indicator of the drive to pursue growth op-
portunities. In response to the regulatory constraints in operating the busi-
nesses such as procedures and regulations for taxation and other fees, these 
entrepreneurs employ manipulation. The portfolio strategies facilitating hori-
zontal diversification is a useful example of a manipulation technique, which 
implies a skilful management of a complex set of constraints. This technique is 
feasible because the regulations do not stipulate that entrepreneurs register 
every new business that is started. These are considered part of the registered 
business and treated as extensions rather than businesses. 

The growth-oriented group of entrepreneurs perceived two major out-
comes of their responses to institutional constraints, namely, access to the 
services of financial institutions, i.e., bank loan and credit accounts, and growth 
opportunities through trade with imports: ‘… I started with a personal savings 
account and gradually applied for a credit account. I wanted to prove to them 
that I was a serious business-woman with money and a good business. It worked. 
I was able to borrow significant amounts of money with little or no collateral’ 
(E1). Informal constrains are also facing women: ‘…The first time I applied for 
a bank account, the officer practically told me that he did not think that I could 
earn and save money. He contacted my husband as he also had an account and 
asked if the bank should allow me to open a private account. I saved every penny 
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that I could spare to prove myself. One day, the officer left his office to welcome 
me and offer me a seat. After that I left them and went to another bank’ (E2). 

The second group (E5–E6) also used compromise as a compliance strategy. 
These two are registered and have operating licenses but chose not to register 
for VAT. In exchange, they access basic municipal services including access to 
commercial premises and need not be hustled by municipal officers. The 
opportunity for accessing formal institutions thus remains limited. Their 
complying strategy to tax regulations includes avoidance by not formalizing 
and acquiescing. 

What techniques entrepreneurs employ to comply with their institutional 
environment is likely to be shaped by several factors including individual 
attributes, entrepreneurial motives, aims and growth opportunities. The entre-
preneurs related their responses to their entrepreneurial aims (wealth creation) 
and their growth patterns. The positive outcomes perceived by the entrepre-
neurs included, less the municipal hustle, access to commercial premises. 
Informal business exists at the discretion of the municipal authorities. A lot of 
hustle with municipal officers who are in a position to evict and close informal/ 
businesses is reported.  

Complying with the normative system 
The normative system is manifested in the norms, values, gender roles, family 
values, religious beliefs, attitudes, stereotyping, credibility and legitimacy of 
entrepreneurship as a career path. These are dimensions that do not only influ-
ence the social sphere but also the regulatory system in a society. The normative 
system is perceived by the entrepreneurs as multifaceted, complex and thus 
difficult to circumvent. In particular, three aspects are perceived as discourag-
ing formalization and commitment to entrepreneurship and growth. First, 
gender is perceived as a double liability by the entrepreneurs since it prevails at 
all levels and spheres of life. They perceive the societal attitudes towards women 
entrepreneurship to be negative, and they are often met with derogating stereo-
types by officers in formal institutions such as banks, government offices and 
suppliers, for instance, in their role as entrepreneurs. According to the cases, 
prejudicial treatment by officials and market actors, mistrust, derogatory views, 
and slander are not uncommon (E1–E6). One consequence can be the lack of 
access to credit and other resources. As was pointed out by one case: ‘successful 
women entrepreneurs are simply ignored’ (E3). Moreover, entrepreneurship is 
not considered a suitable occupation for women (unless it is petty trade) and 
their families and social networks discourage them. Taken together, women 
experience a lack of legitimacy. The legitimacy construct appears to pervade at 
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2. INSTITUTIONAL CONSTRAINTS ON WOMEN

different levels of society and in different institutional contexts. This lack of 
legitimacy spawns visible/invisible barriers, double standards, and informal 
agents of conformity that constrain women in pursuing entrepreneurial oppor-
tunities.  

Furthermore, the normative environment limits women entrepreneurs in 
terms of time and space. On the one hand, women are expected to manage 
multiple roles including those of mothers, wives, providers, good community 
members, etc. Balancing the roles is a serious challenge because women have a 
limited autonomy in choosing role priorities. The normative system prescribes 
the appropriate order and priorities. In most cases, it is not appropriate for 
women (particularly married women) to travel unaccompanied. This is a seri-
ous limitation to women entrepreneurs.  

These cases comply with these two constraints by manipulation, i.e., adeptly 
managing the specific issue in order to get stronger control over the situation. 
This can include involving husbands and other members of the family in the 
operation of the businesses: ‘… When the children are working with me, nobody 
complains about my role as a mother” (E4). Another women entrepreneur 
stated: ‘…I always ask my husband if he can take the time to help whenever I 
need to travel abroad. Sometimes, I take a member of his family with me’ (E2). 
Another dimension of manipulation as a response to constraints in the 
normative system is signalling ‘success’. It is perceived in the cases that success 
in terms of observable wealth improves their status in society, the community, 
as well as the family. It promotes these women’s autonomy and power balance 
in the family: ‘…The size of my savings account, the family car, clothes, houses, 
etc. all signal “success” and people stop commenting on one’s career’ (E3).  

Complying with the constraints in the cognitive system 
Cognitive factors determine how entrepreneurs perceive reality, assess risks 
and opportunities, and in general interact with their environment. Women are 
disadvantaged because of limitations in their access to education, lack of 
training and, in general, exposure to formal institutions and business networks. 
Courses in entrepreneurship often target survivalists and not women operating 
growth-oriented enterprises. The case entrepreneurs with low levels of educa-
tion and entrepreneurial skills had difficulties in accessing information, assess-
ing risks and opportunities, dealing with banks, government officers, suppliers, 
and property owners. They complained about the lack of training and educa-
tion relevant to entrepreneurship and business management. They perceived 
this to be a major handicap since access to the business networks, the role 
models and so on is also limited: ‘…I have come a long way and have met people 
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with more experience, but their practical knowledge is from the informal sector. 
It is not very useful when attempting to upgrade my business’ (E6). 

The outcome of compliance as a coping strategy 
of the case entrepreneurs 

How entrepreneurs respond to institutional constraints and what strategic 
tools they employ in implementing their strategies have a strong impact on the 
outcomes. The strategic tools used in order to have an impact on the costs and 
outcomes of compliance are summarized in Table 2. The most important 
outcome in complying with the dimensions of the regulatory system pertaining 
to business start-up was formalization (E1–E4) and being registered (E5–E6). 
Formalization appears to have a significant positive impact on opportunities 
for growth and thereby personal wealth creation. Formalization appears to be 
important in promoting the legitimacy of women entrepreneurs. 

Table 2: Strategic responses to institutional constraints and their outcomes 

Component/ 
Entrepreneur 

Strategic responses to institutional constraints pertaining 
to business start-up and operation 

Significant 
outcomes 

Regulatory Normative Cognitive 

E1 Comply through 
compromise 
strategy; 
manipulation 

Comply 
through 
manipulation 

Comply 
through  
manipulation 

Formalization – 
access to formal 
institutions, 
growth 
opportunity 

E2 Comply through 
compromise 
strategy; 
manipulation 

Comply 
through 
manipulation 

Comply 
through 
manipulation 

Formalization – 
access to formal  
institutions, 
growth 
opportunity 

E3 Comply through 
compromise; 
manipulation 

Comply 
through 
manipulation 

Comply 
through 
manipulation 

Formalization – 
access to formal 
institutions, 
growth 
opportunity 

E4 Comply through 
compromise; 
manipulation 

Comply 
through 
manipulation 

Comply 
through 
manipulation 

Formalization, 
access to formal 
institutions, 
growth 
opportunity 
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2. INSTITUTIONAL CONSTRAINTS ON WOMEN

E5 Comply through 
compromise, 
avoidance 

Comply 
through 
manipulation 

Comply 
through 
acquiesce 

Licensed – access 
to 
basic services, 
acceptance 

E6 Comply through 
compromise; 
avoidance 

Comply 
through 
manipulation 

Comply 
through; 
acquiesce 

Licensed – access 
to basic services, 
acceptance 

Source: Own computation 

As owners of formal enterprises, the case entrepreneurs were able to access the 
services of formal institutions, for example banks, i.e., open credit accounts and 
obtain bank loans for investments in some cases with the business as the 
collateral (E1; E4). These are also likely to own savings accounts. These aspects 
seem to be associated with growth opportunities. The differences in outcomes 
observed between formalized and registered business support the view that 
formalization is likely to be associated with growth opportunities. 

Summary of results from the cases 
The case analysis identified many institutional constraints that together may 
discourage women entrepreneurs from integrating into the formal economy 
and pursuing growth. The study further delineated the range of coping stra-
tegies employed by women entrepreneurs to circumvent institutional con-
straints and formalize their businesses. Moreover, the impact of the various 
techniques employed by women entrepreneurs was analysed.  

The first observation made is that the regulatory system is perceived by the 
entrepreneurs as severely constraining because it lacks transparency, is com-
plex, time consuming, costly, and bureaucratic. These are dimensions that have 
been identified in the cases as severe constraints on their entrepreneurial acti-
vities. Second, women entrepreneurs experience tensions between (traditional) 
gender roles and their entrepreneurship career. These tensions often result in 
role conflicts, in limitations on autonomy, and a lack of legitimacy and accept-
ance. This condition creates severe limits in terms of time and other resources 
that can be accessed by women entrepreneurs, thus discouraging formalization 
and the pursuit of growth. 

Different strategies are employed in the cases to comply with various insti-
tutional constraints. Most salient among the cases was formalization (active 
compliance), manipulation, and avoidance. As a rule, a mix of techniques is 
employed. Complying with regulatory constraints by formalization is likely 
preferred by cases pursuing growth opportunities. Formalization is an effective 
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strategy because it does not only mitigate the constraints stemming from the 
regulatory system but also the normative and cognitive systems, particularly 
those pertaining to the legitimacy of entrepreneurship as a career for women. 
Legitimacy is an important door-opener to the services of formal institutions 
and resources such as entrepreneurship, education and bank credit. Further-
more, formalized enterprises appear to perform better than registered and 
informal businesses.  

The question that needs to be addressed is whether the connection between 
compliance and growth opportunities observed among the cases prevail in a 
larger population of women entrepreneurs operating in the same institutional 
environment as the cases. Therefore, we extend the indications from the cases, 
more specifically the indicated connections between formalization, access to 
the services of formal financial institutions (in terms of bank accounts and 
savings), and the performance of formal businesses in relation to registered and 
informal enterprises. The results of a survey of 100 randomly selected women 
entrepreneurs are presented in section 5. The analysis integrates observations 
and insights from the case study with the results from the survey. 

The survey: results and discussion 
This section begins with a brief description of the attributes of the entrepre-
neurs and their business, and their possible impact on their growth opportuni-
ties. This is followed by an analysis of the connections between formalization 
and access to the services of formal institutions using bank account and savings 
as a proxy, and growth opportunities. In concluding the section, the results are 
discussed with a view to future research and policy challenges in promoting the 
integration of women entrepreneurs in the formal economy. 

Relating the attributes of women entrepreneurs  
and their firms to growth opportunities 

Most of the women entrepreneurs are between the ages of 30–40, which fits in 
the general demographic bias of entrepreneurs (GEM, 2002). In Tanzania, this 
an age interval where people work hard for their family development and to 
create security for their old age. The majority of these entrepreneurs have 1–4 
children. For a long time, the majority of women entrepreneurs had no prior 
experiences of entrepreneurial or other forms of business activities, and also 
limited experience in their current business. Most of them have primary edu-
cation and have not received any training either before or after starting their 
business.  
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2. INSTITUTIONAL CONSTRAINTS ON WOMEN

The impact of the attributes of the entrepreneurs on the growth of the enter-
prises was tested using a Tobit regression analysis (Annex 1). The age of the 
entrepreneur and the number of children did not show any significant influ-
ence on the growth of the business. Similarly, there were no significant diff-
erences between those who got some type of entrepreneurship related training 
and those who did not. The number of years that a person has been doing the 
same business has a significant influence on business growth. Interestingly, the 
analysis showed that higher levels of education of the entrepreneur were related 
to low levels of growth of the business. Relating this result to the study of these 
cases, one explanation can be that women with higher education are likely to 
engage in entrepreneurship towards the end of their work life and careers with 
little prior experience (cases E3 and E4). The results further indicate that most 
of the women earned no more than Tzs 1,000,000 per week irrespective of the 
season. A large proportion of the entrepreneurs in the survey, 47 per cent, had 
operating licenses but not VAT certificates. 31 per cent were informal, i.e., they 
were neither registered nor had operating licenses. Only 22 per cent of the 
women entrepreneurs had operating licenses and VAT certification. As noted 
in the case study, VAT certification is associated with growth-oriented busi-
nesses with a turnover exceeding that of micro-enterprises. The results from 
the case studies indicated connections between levels of formalization and the 
businesses access to a bank account. The low proportion of businesses access-
ing bank accounts can therefore be related to the low levels of formalization. 
As previously shown, only 22 per cent of the sample are fully formalized as 
compared to 31 per cent being informal. 

In general, the proportion of formal enterprises owned and operated by 
women is very low but has recently begun to rise. Moreover, the number of 
formalized businesses has recently been increasing following the government 
strictness on licencing and payment of tax. However, as noted in the case 
studies, women entrepreneurs are discouraged from formalization by institu-
tional constraints and met resistance from the normative environment. 
Nevertheless, in perspective, formalization opens opportunities for accessing 
the formal institutions of society including banks and government agencies 
and promotes the legitimacy and acceptance of women entrepreneurship. 
These are important tools in circumventing institutional constraints in the 
normative system 

Although a majority of the respondents perceived that women entrepre-
neurship is gaining increasing support from society, about 30 per cent had 
negative attitudes towards women entrepreneurship. Relating to the case study 
that indicates that attitudes towards growth-oriented women are more nega-
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tive, the results may be biased due to the presence of a large proportion of 
informal firms in the sample. The negative attitudes are supported by norms 
and values that guide what is to be regarded as the appropriate position and 
role of women. These norms and values are built into the family structures, the 
distribution of wealth, power and other rights. 

Furthermore, these norms and values are reflected in the formal institutions 
and bureaucracies of society such as banks, microloan institutes and govern-
ment agencies. For instance, when a woman applies for a loan, which requires 
collateral, then banks are likely to consult with the spouse even in cases where 
the business owns significant property. Perhaps as a consequence, women have 
limited access to the services of formal institutions including banks. More than 
57 per cent of the women enterprises have no bank account (Table 3). More 
women with bank accounts make formal savings, from the data and about 74 
per cent of all women with bank accounts had their savings in the banks. 37 per 
cent of the respondents make savings in any formal institution, banks, 
SACCOS or phone. The percentage of respondents with no bank accounts lies 
very close to the proportion of informal enterprises in the sample. The data also 
indicates that women with bank accounts and formal savings (in bank, 
SACCOS and phone) account for 86.5 per cent of all formal savings. It is 
reasonable to assume that these entrepreneurs mainly operate in the informal 
sector with little contact with the institutions of the formal economy. Although 
71 per cent of respondents  who have no  bank accounts said that  they have  
savings, the majority (85 per cent) of them did not specify where they make 
their savings and thus, we assume is it a form of saving that cannot bring any 
significant growth to the enterprises.  

Table 3: Savings patterns of women entrepreneurs 

Savings Saving form Total 
Not specified Bank SACCOS Phone 

no 
bank 
account 

No 16 16 
Yes 6 6 

Total 22 22 

yes 
bank 
account 

No 35 0 2 4 41 
Yes 0 32 2 3 37 

Total 35 32 4 7 78 

Total 
bank 
account 

no 51 0 2 4 57 
yes 6 32 2 3 43 

Total 57 32 4 7 100 

Source: Own computation 
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A closer analysis of the interaction with banks by respondents at differing levels 
of formalization (VAT-certified, registered with an operating license, and not 
registered/informal) shows that access to banks and savings, i.e., the accumu-
lation of wealth, may not always coincide. The cases indicate different strategies 
behind saving in bank accounts. In some cases, a significant savings account is 
maintained as a form of collateral, and at other times as a means of accumu-
lating personal wealth that is separate from the family economy. As the cases 
narrated, personal wealth is important in gaining economic independence and 
autonomy as a business woman (E1; E2; E3). Furthermore, savings are a sign 
of the potential and maturity of the business and the business owner. 

As depicted in Table 4, there is a connection between the levels of formali-
zation and having a bank account. In terms of savings, the VAT certified busi-
nesses save less than those with operating licenses. One explanation that 
emerges from the case study is that the VAT certified enterprises bear higher 
costs of formalization, particularly in the initial years. In addition, they tend to 
invest more in growth with little immediate returns, which calls for more sen-
sitivity to time.  

Table 4: Certified, licensed and registered and having a bank account 

Have you made savings bank account Total 

no yes 

no Formalization not formalized 9 1 10 

License 5 3 8 

Certificate 2 2 4 

Total 16 6 22 

yes Formalization not formalized 13 8 21 

License 19 20 39 

Certificate 9 9 18 

Total 41 37 78 

Total Formalization not formalized 22 9 31 

License 24 23 47 

Certificate 11 11 22 

Total 57 43 100 

Source: Own computation. 
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Upon testing the relationship between the formalization of the business, mak-
ing savings and having a bank account, there is a positive relationship between 
the three variables, though not strong. The relationship is more significant 
between formalization of the business and owning a bank account (Table 5). 
Formalization of the business is one of the important collaterals for a business 
owner in borrowing from the banks. The banks use certificates and operating 
licenses in their evaluation of the credit-worthiness of the business under 
consideration for a loan. Thus, it becomes easier for the formalized business to 
establish good working relations with banks and access loans and credit 
accounts. This is a necessary condition for entrepreneurs pursuing growth 
opportunities.  

Table 5: Correlation tests between formalization, having a bank account and savings 

Formalized savings bank account 

Formalized Pearson Correlation 1 .166 .189 

Sig. (2-tailed) .099 .060 

N 100 100 100 

Savings Pearson Correlation .166 1 .169 

Sig. (2-tailed) .099 .093 

N 100 100 100 

Bank account Pearson Correlation .189 .169 1 

Sig. (2-tailed) .060 .093 

N 100 100 100 

Source: Own computation. 

Table 6 shows the relationship between the perception of women of the growth 
of their businesses and the level of formalization of the enterprises having a 
bank account and savings. The cases showed that 4 of the women entrepre-
neurs studied are growth oriented. Though it has been difficult to prove the 
hypothesis about the connections between the level of formalization, the inter-
action with banks and their impact on the levels of growth of the firms, we 
believe that entrepreneurs cannot upgrade their business and pursue growth 
opportunities without formalization. An informal business has little legitimacy 
in the regulations, procedures and views of institutional actors and government 
authorities. 

In analysing the perception of 100 women entrepreneurs, most of them 
perceive that their businesses are growing in several respects. Not only institu-
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tional factors but also individual attributes such as skills, motivations and com-
mitment are important influences on the growth opportunity of businesses 
(Annex 1). In Table 6, we thus combine individual attributes of the entrepre-
neurs presented in section 6.0 in addition to the regulative/institutional dimen-
sions including formalization, bank accounts and savings.  

Table 6: The relationship between formalization, normalization and perceived growth 

growth index Total 

decline unchanged increase 

Formalized no 3 2 26 31 

yes 9 12 48 69 

Total 12 14 74 100 

Savings No 1 1 20 22 

Yes 11 13 54 78 

Total 12 14 74 100 

bank account no 8 7 42 57 

yes 4 7 32 43 

Total 12 14 74 100 

Source: Own computation. 

Conclusion and discussion 
The objective of this chapter is to contribute to our understanding of why some 
entrepreneurs successfully upgrade and formalize their business enterprises in 
spite of institutional constraints. Underpinning the study is the low participa-
tion of women entrepreneurs in the formal economy. 

One conclusion that can be drawn from the study is that the institutional 
framework in, which women entrepreneurs operate has a decisive impact on 
the prevalence, participation and performance of women entrepreneurs in 
developing countries. Women are discouraged from upgrading and formaliz-
ing their enterprises by institution, traditional values and norms that lag 
behind. These can be observed in the regulatory and cognitive systems that are 
at variance with the normatively prescribed life styles and careers for women. 
For example, the regulations for formalizing a ‘new’ business stipulate a mini-
mum of 9 procedures, several visits to national, regional and local offices, a 
multiplicity of fees and arbitrary taxes to be paid, and an endless bureaucracy. 
This process implies travel to big cities, long absences from family and homes 
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and significant costs. Very few women enjoy the autonomy to engage in this 
process and lack resources to fulfil these requirements. Moreover, the formal 
institutions that are intended to support women entrepreneurs are founded in 
a cognitive environment that does not fully acknowledge women entrepre-
neurship. Therefore, we need to look beyond the symptomatic aspects. 

These observations are in line with some prior research indications (Amine 
& Staub, 2009; Njeru & Njoke, 2001; Grimm et al., 2011; Mashenene et al., 2014; 
Maziku et al., 2014). From these general observations, we thus argue that the 
constraints on women entrepreneurs such as lack of training, lack of credit, 
limited access to premises, etc. are symptoms of a constraining institutional 
environment rather than their cause.  

Policies targeting support for women entrepreneurship need to consider 
constraints emulating in the formal/informal institutional frameworks in, 
which women operate their businesses. Nevertheless, institutions do not 
change through decisions and directives; they need to evolve. Therefore, a 
holistic approach to policy addressing short-term needs and long-term institu-
tional changes such as education is crucial in order to enable women entrepre-
neurs to participate in economic development and deliver growth and pros-
perity to society. 

Concluding comments 
Whereas research on women entrepreneurship in the developed economies 
has exploded in the past decade or so, women in the context of low-income 
economies have practically been ignored. At the same time, recent research 
emphasizes the importance of context in understanding entrepreneurial 
behaviour (Welter & Smallbone, 2011). The main contribution of our study is, 
therefore, to draw attention to the need for research in women entrepreneur-
ship. It is important to do research about women entrepreneurship in the con-
text of low-income economies for several reasons. First, contrary to women in 
the developed economies, more women than men participate in entrepreneur-
ship in many low-income economies. The proposition that entrepreneurship 
out of necessity may explain the higher participation of women in entre-
preneurship in low-income economies (GEM, 2012) may not be adequate. 
Much policy effort is devoted to the promotion of women entrepreneurship in 
low-income economies. There is need for research that provides information 
about these policies.  

Most businesses in Moshi are informal and it is not easy to locate even 
licensed businesses. Therefore, we instead approached women who own/ope-
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rate a business in their shops, offices, sales counters, and so on. The sample is 
not representative. Our contribution is in the systematic documentation and 
description of a reasonably large and diverse population of women entrepre-
neurs operating in the context of low-income economies. We call for a con-
tinued systematic documentation of women entrepreneurship in Tanzania. 
Our research interest is, nonetheless, to study the interaction between women 
entrepreneurs and the institutions. In particular, we would like to focus on how 
the tensions between formal and informal institutions express themselves and 
impair women entrepreneurs. 
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Annex 1: Impact of entrepreneurial attributes on business growth  
We determined the effects of owners’ attributes and firms’ attributes on the 
growth of the enterprises. The independent variables in case of women entre-
preneurs’ attributes tested are age categories, year of doing business, number 
of children and education level. Firm attributes are the type of business, earn-
ings per week and years of the business. 

The synopsis of Tobit regression results of women attributes and their enterprise’s growth 

Independent variables  Coefficients of 
independent 
variables  

t-values 

Years in the business 
6–10 
1115 
16–20 
21+ 

-35.41218 
-25.40819 
-29.38799 
-55.43101 

(-4.22)*** 
(-1.94)* 
(-1.75)* 
(-2.54)** 

Women age 
30–39 
40–49 
50–59 
60+ 

-15.20542 
-2.431892 
-3.474209 
23.61907 

(-1.78)* 
(-0.22) 
(-0.28) 
(0.67) 

Number of children 
1–2 
3–4 
5+ 

-.1800828 
-8.301269 
-20.34814 

(-0.02) 
(-0.76) 
(-1.14) 

Education level 
secondary 
High school 
College 
University 

-.2961314 
-35.47612 
-12.38876 
-25.51288 

(-0.04) 
(-2.27)** 
(-1.36) 
(-1.73) 

Type of business 
Agriculture 
Pastoralist 
Clothes 
Medics 
Others 

-2.212491 
14.69009 
4.798701 
3.087711 
-20.42055 

(-0.14) 
(0.74) 
(0.57) 
(0.23) 
(-1.23) 

Earning 4.185334 (2.14)** 

Experience 1.742335 (1.94)* 

2. training -8.416017 (-1.20) 

81 



 

                              
                             
                                         
                             

 
                              
                                        

 

BEYOND BORDERS 

Constant 91.95311 (9.91)*** 

Model summary:  LR chi2(23) = 
Prob > chi2 =  0.0303 
Log likelihood = -433.47002          
Pseudo R2 = 0.0412 

Obs. summary: 0 left-censored observations 
94 uncensored observations 
0 right-censored observations      

37.29 

Note: the t-values are in parenthesis. Also *, **, and *** indicate significance level at 10%, 5% and 
1%, respectively. The STATA 11 software determined the coefficients. 

82 



  

 

  
 

  
 

  
 
 

 
 
 

   
 

 
    

 
 

 
   

 
   

 

 

 
 

   

3. Women’s Entrepreneurial Motives and
Perceptions of Entrepreneurship Programmes: 

A Case Study of Sweden and Tanzania 

BELDINA ELENSIA OWALLA 

Women’s entrepreneurship has received global recognition and support main-
ly due to its contribution to the economy. Many policy initiatives have resorted 
to implementing various policies and programs in order to promote women’s 
entrepreneurial activities, with entrepreneurship education and training being 
a primary focus. Despite the fragmented and diverse nature of entrepreneur-
ship programs (Bryne, Fayolle & Toutain, 2014), they remain a means through, 
which women’s perceptions and attitudes towards entrepreneurship can be 
changed (Kelley et al., 2013). Perceptions and not objective facts have been 
shown to be the main drivers of potential entrepreneurs (Krueger, 2007; Radu 
& Redien-Collot, 2008). Understanding women’s perceptions and attitudes is 
important since in many societies, women defy the cultural norms to become 
entrepreneurs (Kelley et al., 2013). The gendered aspects of entrepreneurship 
have also resulted in the construction of entrepreneurship as a manly pursuit 
(Ahl, 2007; Smith, 2010), leading to the portrayal of the woman entrepreneur 
as atypical, further weakening women entrepreneurs’ social legitimacy (Carter 
et al., 2009). There is also a persistent gender gap with regard to positive percep-
tions of opportunities (women 40 per cent as compared to men 45 per cent) 
and of their capabilities (women 40 per cent as compared to men 59 per cent) 
(Kelley et al., 2015). 

Entrepreneurship programs are therefore useful in developing entrepre-
neurship-related human capital assets, i.e. knowledge and skills, perceptions 
and attitudes, and intentions (Martinet et al., 2013). They also have an impact 
on how participants perceive entrepreneurial activity and entrepreneurs as a 
social group, which in turn influences their identification as entrepreneurs 
(Smith & Woodworth, 2012). Entrepreneurship programmes can therefore 
play a significant role in influencing women’s perceptions of their entre-
preneurial identities. Thus, this study focuses on understanding women’s 
entrepreneurial motives and their perceptions of entrepreneurship pro-
grammes. The findings are based on semi-structured interviews held with 
women entrepreneurs located in Stockholm, Sweden and Dar-es-Salaam, 
Tanzania. The rest of the chapter is organized as follows. A review of previous 
studies is carried out in the next section, followed by a description of the 
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context for women’s entrepreneurship in the two countries. The research 
methodology and the data analysis are presented next. The findings and the 
analysis of women’s entrepreneurial motives, and their perceptions regarding 
the impact of entrepreneurship programmes, are discussed in the following 
sections. Lastly, the implications for policy and practice are highlighted and the 
contributions of the study are indicated. 

Literature review 
Research focused on women’s entrepreneurship began in the early 1980s (a 
more detailed review of research on women’s entrepreneurship can be found 
in the article by Jennings and Brush, 2013). Studies on women entrepreneurs 
initially focused on comparing them to their male counterparts, contributing 
to the portrayal of women entrepreneurs as ‘the other’. These studies indicated 
that women lacked self-efficacy (Birley, 1989), and had negative self-percep-
tions (Verheul & Thurik, 2001). They also found that women had a lower risk-
taking propensity (Brush, 1992; Sexton & Bowman-Upton, 1990), were less 
likely to perceive themselves as leaders (Holmquist & Sundin, 1988) and were 
reluctant to initiate businesses without substantial social support (Ljunggren & 
Kolvereid, 1996). On the other hand, the studies also pointed to women entre-
preneurs’ strong sense of independence and self-reliance (Holmquist & 
Sundin, 1988). They also found that women entrepreneurs reported a higher 
personal efficacy and autonomy scores (Gatewood, Shaver & Gartner, 1995; 
Sexton & Bowman-Upton, 1990), were as psychologically effective in manag-
ing their businesses (Brush & Hisrich, 1991) and perceived themselves as pos-
sessing higher entrepreneurial abilities than their male counterparts (Ljung-
gren & Kolvereid, 1996). 

Gender differences have also been the focus of studies looking at the impact 
of entrepreneurship education among men and women. These studies have 
revealed differences in the outcomes (Johansen, 2013), entrepreneurial 
attitudes and intentions (Lo & Law, 2012) and levels of self-efficacy (Coleman 
& Robb, 2012). Additionally, the studies have shown that women are more 
influenced by social rather than economic factors in their choices of self-
employment. However, later studies pointed to the fact that gender-based 
explanations may have exaggerated the importance of social factors in self-
employment choices made by women (Saridakis, et al.,2013). Their study 
found that both men and women are affected by economic and social factors 
even if in differing ways. 
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Although many of these studies pointed to the heterogeneity of women 
entrepreneurs as a group, they also continued to portray women entrepreneurs 
in comparison to their male counterparts, thus limiting our understanding of 
gender as a social construct that can facilitate or impede entrepreneurial 
activity (Brush et al. 2009). The issue of gender is an issue of power and the 
maintenance of structures to uphold the status quo (Kimmel, 2008). Under-
standing the impact of gender on entrepreneurship should therefore involve 
studying the role of culture, traditional family relationships, and acceptable 
norms of behaviour that mould an individual’s perceptions, attitudes and 
values (Birley, 1989).  

While such comparisons still continue in current studies, there is an in-
creased focus within the field to understand the contextualized nature of the 
entrepreneurship phenomenon (Welter, 2011; Zahra, 2007) and specifically 
the impact of the socio-cultural context on women’s entrepreneurship (De Vita 
et al., 2014; Santos et al., 2016). 

Context for women’s entrepreneurship 
The importance of context in understanding entrepreneurial activities has been 
highlighted in various studies (Welter, 2011; Zahra, 2007). The socio-cultural 
context has also been shown to be significant for women’s entrepreneurial per-
ceptions and intentions (Santos, Linan & Roomi, 2016; Shinnar, Giacomin & 
Janssen, 2012), their access to entrepreneurial activities (Delmar & Holmquist, 
2004; De Vita et al., 2014), as well as their identification of entrepreneurial op-
portunities (De Bruin et al., 2007). This study focuses on comparing the 
entrepreneurial motives and perceptions of entrepreneurship programmes of 
women entrepreneurs from two different socio-cultural contexts namely 
Sweden and Tanzania, thus allowing for a richer, more contextualized analysis. 

The promotion of women’s entrepreneurship has been a priority for the 
Swedish government since the beginning of the 1990s. Several support pro-
grammes targeting women entrepreneurs have been implemented since 1993, 
through the Swedish Agency for Economic and Regional Growth (Tillväxt-
verket) (GHK Technopolis, 2008). These have included programmes on capa-
city building, network development, mentorship, training of business service 
providers, the increasing visibility of female role models, and setting up a 
women’s ambassador network (GHK Technopolis, 2008; Tillväxtverket, 2009). 
In 2007, the government launched the ‘Promoting Women’s Entrepreneur-
ship’ programme, which was implemented by former NUTEK (Tillväxtverket) 
and ALMI Invest and run up to 2014 (Regeringskansliet, 2014a). In 2009, the 
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government also commissioned the Swedish Agency for Youth and Civil 
Society (MUCF) to distribute about EUR 15 million in government grants for 
women’s organizations (Regeringskansliet, 2014b). 

Similarly, in Tanzania, women have been the focus of several governmental 
initiatives. These have included the adoption of the Women and Gender 
Development policy in 2000 to ensure the gender mainstreaming of all govern-
ment programmes (Ellis et al., 2007; Nkirina, 2010). This has also seen the 
incorporation of gender equality and empowerment in the National Develop-
ment Vision 2025; and the amendment of the constitution to support women’s 
economic and social well-being (Ellis et al., 2007). The active participation of 
both governments in promoting women’s entrepreneurial activities is expected 
to have a positive impact on the societal perception of women’s entrepreneur-
ship, and the level of support and social legitimacy that women entrepreneurs 
receive in both contexts.  

In order to provide an overview of the cultural values in the two countries, 
a comparison can be made using Hofstede’s cultural framework.1 According to 
Hofstede’s cultural dimensions, Sweden is ranked low on the power distance 
score meaning that independence, equal rights and decentralized power are 
characteristic of the society (Hofstede& Minkov, 2010). Sweden is also charac-
terized as an individualistic and feminine society with low uncertainty avoid-
ance, meaning that life-work balance, consensus, and equality are valued, while 
deviances from the norm are tolerated (Hofstede et al., 2010). The ranking on 
long-term orientation indicates no clear preference, but a high ranking on 
indulgence implies a tendency to enjoy life and have fun (Hofstede et al., 2010). 
On the other hand, Tanzania2 is ranked high on the power distance scale, 
implying that society accepts a hierarchical order with an unequal distribution 
of power (Hofstede et al., 2010). It is also characterized by a collectivistic culture 
with high value being placed on long-term commitment and loyalty to family 
and relatives. Tanzania is also ranked as a relatively feminine society that values 
quality of life and has a mid-range ranking with regard to uncertainty avoid-
ance, indicating no clear preference (Hofstede et al., 2010). With regard to long-
term orientation ranking, Tanzania is characterized as a normative short-term 
culture that generally exhibits a great respect for traditions and norms and has 
a low ranking on indulgence implying a tendency towards restraint and 
scepticism to change (Hofstede et al., 2010). 

The informal institutional (societal) context is also expected to influence 
attitudes and perceptions regarding women’s entrepreneurship. A society’s 
gender role ideology determines the level of normative support and legitimacy 
that women entrepreneurs receive (Baughn et al.2006). The Global Gender 
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Gap Index that looks at the level of equal access of men and women to health, 
education, economic participations, earning potential and political decision-
making ranks Sweden fourth (out of 144) (World Economic Forum, 2016). 
However, even though gender equality is highly valued by society at an ideo-
logical level, structural obstacles still exist as is evident in the segregated labour 
market (Bjursell & Melin, 2011). Domains such as technology and innovation 
are still largely male-dominated and focused on the ‘gender-neutral’ male 
norm (Pettersson, 2007). On the other hand, Tanzania is ranked 53rd with the 
greatest gender parity being seen in the political and economic sectors (World 
Economic Forum, 2016). While some progress has been made to close the 
gender gap in Tanzania, the patriarchal attitudes and gendered institutional 
structures continue to subordinate women’s position in society and create bar-
riers to their participation in entrepreneurial activities (Mori, 2014; Stevenson 
& St-Onge, 2005). 

Sample selection and data analysis 
Purposeful sampling including the snowballing technique was used to identify 
female entrepreneurs participating in entrepreneurship programmes located 
in Stockholm, Sweden and Dar-es-Salam, Tanzania. The selection of pro-
grammes was purposefully done to include programmes that focused on both 
potential and practicing women entrepreneurs at different stages of the entre-
preneurial process (i.e. nascent versus established firms) and working in dif-
ferent business sectors. 

The entrepreneurship programmes identified in Stockholm included two 
graduate programmes organized by the Royal Institute of Technology (KTH) 
and Karolinska Institutet (KI), and a workshop (SE Woman initiative) 
organized by the Social Entrepreneurship Forum (SE Forum) that focused on 
training women entrepreneurs living or working in the suburbs. Furthermore, 
alumni of the Stockholm School of Economics (SSE) – some of whom were 
participating in the SSE business lab – and from Stockholm University (SU) 
were also included in the final sample. In Tanzania, two programmes organized 
by University of Dar-es-Salaam Business School (UDBS) namely the Post-
graduate Diploma in Entrepreneurship Education (PGDEED) and the 
Advanced Certificate in Entrepreneurship and Business Management 
(ACEBM) course were identified. Members and participants of training pro-
grammes organized by the Tanzania Women Chamber of Commerce (TWCC) 
and the Enablis Entrepreneurial Network were also included in the final 
sample.  
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The final sample consisted of 56 women entrepreneurs (29 in Sweden and 
27 in Tanzania), with primary data being collected through semi-structured 
interviews held during the period January 2015 to July 2016. The women 
entrepreneurs in Sweden were between 22 and 47 years old, and comprised 
established, new or nascent, and potential entrepreneurs. These were involved 
in various sectors such as retail, food processing, business consultancy, educa-
tion, publishing and beauty products. The women entrepreneurs in Tanzania 
were between 24 and 67 years old and included established and new or nascent 
entrepreneurs. They were also involved in different sectors such as retail, food 
processing, agribusiness, textile, mining, tourism and construction. An 
overview of the characteristics of women entrepreneurs is presented in table 1 
below. 

Table 1: Overview of women entrepreneurs’ characteristics 

Country/Characteristics Sweden Tanzania

Citizenship 29* 27

Founder type 
Established
New
Nascent
Potential/Intentional

5
4 
3 
17

21
4
2

Highest educational level 
High school 
Diploma/Certificate
Undergraduate
Graduate

3
17
9 

4 
12
4
7

* 8 individuals (ca 30%) of the sample did not have Swedish citizenship. 

The interviews were audio-recorded and transcribed verbatim (with the excep-
tion of four cases in Tanzania where this was not feasible, and detailed notes 
were taken) to facilitate the data analysis. However, all quotes used in the study 
are solely based on the recorded interviews. Participant confidentiality and 
anonymity were also ensured in order to encourage sincerity in the responses. 
The data analysis was carried out with the aid of MaxQDA coding software and 
included the development of a codebook and analytical memos (De Cuir-
Gunby et al., 2011; Miles et al., 2013). The first stage of analysis focused on 
attribute coding to capture demographic details of interviewees such as age, 

88 



 
  

 
   

 

   
   

  
 

   
  

 
 

 

 

  
  

    
   

 

 
 

3. WOMEN’S ENTREPRENEURIAL MOTIVES AND PERCEPTIONS

marital status, level of education, business sector etc. The second stage then 
focused on thematic codes identified through the semi-structured guides, while 
the third stage focused on in-vivo coding in order to prioritize the participant’s 
voice (Saldana, 2013). Second cycle coding was carried out in the last stage to 
identify broader categories and themes.  

Entrepreneurial motives 
The analysis of women’s motives for engaging in entrepreneurial activities 
resulted in the identification of a set of categories in the two contexts. Similar 
to the study by Orhan and Scott (2001), these categories were grouped into 
either ‘push’ or ‘pull’ factors. In this study, ‘push’ factors were classified as ex-
ternal factors that caused women entrepreneurs to engage in entrepreneurship 
as a means to an end, while ‘pull’ factors were classified as those internal 
motives that caused women entrepreneurs to engage in entrepreneurship as an 
end in itself. The categories were not mutually exclusive, and, in many cases, 
women entrepreneurs could be classified into more than one category. 

Pull factors 
The majority of entrepreneurial motives was grouped as ‘pull factors’ and in-
cluded views of entrepreneurship as part of one’s identity, the pursuit of entre-
preneurship due to prior experiences, as a social mission, or for self-achieve-
ment.  

Personal identity 
In this category, women entrepreneurs were motivated by their view of entre-
preneurship as an innate trait or something that was natural for them, as a 
lifelong dream that they need to pursue, or as a way of life due to the fact that 
they have been involved in entrepreneurial activities since childhood. 

Entrepreneurial motives Excerpts 

Inborn trait or natural Like when I was a child I wanted to…as I said to you, like 
since I was small I was making my own businesses, I was 
selling everything in the world that could be possible 
(laughs) and I was not ashamed. I have as a personality, I 
feel like… that I’m not kind of an insecure person, but I 
feel that I’m not that confident, but while I was selling 
something or doing something I was super confident and 
I knew that I could make profit on that and I was doing 
things until I started university…(Swe; potential) 
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Talent or long life dream I always wanted to start a business ever since I was in high 
school, so I did all like, all these exercises with you know 
business plans but I’ve always been very into online so I 
always wanted to do like an online venture (Swe; new) 

Way of life I think when I was little, my grandpa he used to do busi-
ness. Then he has this, he has bars, he has buses…then 
every evening I used to collect his money and then… 
(laughs) do some sort of work. Then I was just motivated. 
When I started I said, I wish to be like my grandpa (Tz; 
established, serial) 

Prior experiences 
In this category, women entrepreneurs are motivated to become entrepreneurs 
due to exposure to entrepreneurial activities; through training or previous 
practical experience in the specific area, or due to work experience that allows 
them to identify opportunities in the market. 

Entrepreneurial motives Excerpts 

Exposure When I was in housekeeping I was seeing these nice flower 
arrangements, and then when I walk in the streets in 
[location] I would see people are selling these flowers and 
everything…when you look at Dar there was nothing by 
then. So I was saying...when I finish this course I will just 
go back to Dar and open a flower shop. (Tz; established) 

Practical experience Ah, usually I did business even when I was in secondary 
school. There was the poultry farm at our home so I’m the 
only one who started the poultry farm and managed it (Tz; 
established, serial) 

Work experience Um, but basically I had worked in the beauty segment in 
[company] and what I had realized was that e-commerce 
in Sweden was under-established or under-developed, 
um…so I was sure that it was going to grow especially 
within beauty in Sweden (Swe; established, serial) 

Social mission 
This category includes women entrepreneurs who are motivated by their desire 
to make an impact on society through community work or to make a difference 
in society through the adoption of sustainable environmental practices. 
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Entrepreneurial motives Excerpts 

Working with community But when we were doing these urban participatory 
appraisals you find that the community has more 
needs than water sanitation…. So this is what moti-
vated, you see people they have more needs, we can 
help in this, we can help in this. Let’s try to organize 
them (Tz; established) 

Make a difference in society So the thing is…what we see ourselves is like some kind 
of resource allocators? So we find stuff that is going to 
be thrown, we find a new place for it, so it will be used 
again and not…make a small footprint on the planet 
basically…as long as it goes…as long as the service is for 
more than five people basically…more than a family...it 
has to have a social purpose (Swe; new) 

Self-achievement 
This category includes women who pursue entrepreneurship because it pro-
vides an outlet for their creativity, and it provides them with a sense of inde-
pendence and autonomy. It also includes those who participate in entrepre-
neurial activities because it feels like the right fit or allows them to try out some-
thing new and challenging. 

Entrepreneurial motives Excerpts 

Allows for creativity I love creating, I love building…I don’t…um ... I don’t’ 
want to see myself as part of a bigger machinery… I 
want to lead the machinery and drive the change. (Swe; 
established, serial) 

Independence or autonomy The reason is I thought…I have many ideas and I 
thought it is good to put them on the table and to imple-
ment them. Because if I’m employed I cannot do what I 
have in my mind. I will have to do what is planned in the 
organization so that is a very big reason, which made me 
involved in business (Tz; established, serial) 

Feels like the right fit But then, because I was thinking about studying some 
more like pharmacology and then there was one student 
that tells us… to my pastor about this programme, and 
when she told this, I was kinda like, I felt I got this kinda 
like “Aha...like a light in my head! I was like “Okay now 
I know what I’m gonna do”. Because it sounded like, 
okay that’s me (Swe; potential) 
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Trying out something new And it was a very good position that I could have had for 
many, many years, but I think you have to challenge 
yourself to grow, and that’s why I wanted to try it too. 
(Swe; nascent) 

Push factors 
The ‘push’ factors comprised women entrepreneurs who viewed entrepreneur-
ship mainly as providing a means to achieve a specific objective. Women in this 
category were motivated to venture into entrepreneurship because it provided 
a solution to a personal problem, it provided a springboard or stepping stone to 
achieve a bigger aim, it provided financial resources, or it provided a way for 
them to keep occupied. 

Entrepreneurial motives Excerpts 

Solution to personal problem …Yes. There is a reason actually. Me and my husband 
want very much to make our project, and our company. 
He’s actually a good scientist and researcher, and he has 
many patents, so we wanted to make a project for 
ourselves. So we need somebody who understands…. 
(Swe; potential) 

Stepping stone Um…I decided to do the insurance thing after, because 
I have big dreams and the problem is the capital as usual 
(laughs) Then I said I had a plan of starting big, big 
things, then I said because my capital is not enough let 
me start slowly…(Tz; new, serial) 

Financial resources It’s just when I found that the income from that work 
was not paying me much that’s why I decided to quit 
and start a business (Tz; established, serial) 

Keeping occupied Yeah, even now I want something…instead of just 
sitting there, yeah. Something to keep me busy. I should 
say eh, I should do that and that. Be active because I 
know that’s one way of living longer (Tz; new) 

Combined push/pull factors 
This final category included women who pursued entrepreneurship on a part-
time basis, and were motivated by a combination of both ‘pull’ and ‘push’ 
factors. One group pursued entrepreneurship as a recreational activity, not 
really viewing it as a business until at a later stage when it became more viable. 
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The other group viewed entrepreneurship as being too risky, and therefore 
viewed their regular employment as providing a needed safety net. 

Entrepreneurial motives Excerpt 

Recreational activity It was kind of part-time, and you see the dream was to 
have mangoes but in between growing something else. 
So it wasn’t really business. I didn’t care whether I sold 
or not, yeah...but slowly with the years it became a 
business (Tz; established) 

Need for safety … Not at the moment, but I may be interested like when 
I’ve got more experience, which like working in different 
companies and I know more about like how they run… 
And also for me I’ve got like, I need like financial 
backing, cause I can’t like…I don’t have like years of 
work savings like to back me up or anything? So yeah I 
just need more…first some stability first of all and 
then… (Swe; potential) 

Classification by socio-cultural context  
A further classification of the different categories by socio-cultural context was 
carried out in order to highlight any similarities and differences between the 
two contexts (see Table 2 below). 

The findings of the study indicate that the socio-cultural context has an 
influence on women’s entrepreneurial motives in a given context. While no 
major differences are found for women entrepreneurs motivated by ‘pull fac-
tors’ – personal identity or prior experiences, those who are motivated by ‘pull 
factors’ – social mission or self-achievement are predominantly found in the 
Swedish context, while those motivated by ‘push’ factors – providing solutions 
are mainly found in the Tanzanian context. These similarities and differences 
are partly attributed to the type of motivation, the founder characteristics (e.g. 
age, stage of business) or the level of economy. 

Women entrepreneurs classified under the personal identity or prior experi-
ences categories are similar in the two contexts both in terms of the number of 
entrepreneurs and their entrepreneurial motives. Entrepreneurs in the personal 
identity category are mainly driven by the view of entrepreneurship as part of 
their own identity. Therefore, I argue that those classified within this category 
are likely to become entrepreneurs in whatever socio-cultural or economic 
context they find themselves. Similarly, those classified in the prior experienced 
categories are mainly influenced by their desire to take advantage of oppor-
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BEYOND BORDERS 

tunities identified in their markets. While the economic context may influence 
the type of ventures they establish, the socio-cultural context is expected to 
have less influence on their entrepreneurial motives. 

The majority of the women entrepreneurs classified in the social mission 
category are located in Sweden. This could partly be due to the fact that some 
of the participants were selected from a social entrepreneurship focused 
training programme. Another reason could be that these entrepreneurs are 
mainly in positions of privilege or having a higher social status, and therefore 
have the opportunity to focus on ‘doing good’. An alternative possibility is that 
this category is driven by the recent institutional focus (and resource avail-
ability) on immigration and social integration issues, thus providing an im-
petus for entrepreneurs to start ventures addressing these problems. The 
Tanzanian women entrepreneurs classified in this category are similarly from 
positions of privilege and social status, but they are mainly focused on col-
laborating with the community in order to achieve a social impact. 

The majority of women entrepreneurs classified in the self-achievement 
category are located in the Swedish context, while those classified in the pro-
viding solutions category are located in Tanzania. The first group mainly 
comprises potential entrepreneurs who are motivated by the desire to try out 
something new or the desire to find the right fit. This could imply that their 
views are mainly influenced by the wider societal perceptions of entrepre-
neurship (e.g. through the media) that accord a high status to the phenomenon, 
its feasibility, and its desirability, and ultimately presents it as a way of achiev-
ing their aims. The second group mainly comprises older and more established 
entrepreneurs. The economic context can be viewed as a main influence on 
these entrepreneurs’ need for financial resources. However, it is also important 
to note that within this group there are those entrepreneurs who resign from 
stable employment in order to engage in entrepreneurship, while others start 
ventures as a stepping-stone to gain access to capital for future grander ven-
tures. 

The last category of part-time entrepreneurs has the fewest number of entre-
preneurs, with those in Sweden being motivated by a desire for a safety net, 
while those in Tanzania being motivated by the view of entrepreneurship as a 
recreational activity. Swedish entrepreneurs’ reluctance to fully engage in 
entrepreneurial activities could be driven by the desire to continue benefiting 
from the welfare system through regular employment. On the other hand, 
Tanzanian entrepreneurs may be influenced by the need to have a steady 
source of income, until the part-time ‘hobby’ shows signs of profitability and 
gains social legitimacy. No significant differences were observed in the motives 
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3. WOMEN’S ENTREPRENEURIAL MOTIVES AND PERCEPTIONS

among the 8 respondents that are not Swedish citizens but are included in the 
sample.These findings are similar to those of Demetry (2017) on the emergence 
of pop-up and underground restaurants. 

Table 2: Women’s entrepreneurial motives classified by socio-cultural context 

Category Entrepreneurial motives Tanzania

Sw
eden 

Pull Factors 

Personal identity Entrepreneurship as an inborn trait or something 2 1 
natural 

Entrepreneurship as a life-long dream or talent 3 1 

Entrepreneurship as a way of life 1 2 

Prior experiences Prior exposure 2 

Prior practical experience 1 1 

Prior work experience 2 3 

Social mission Desire to make a difference in society 6 

Desire to work with the community 2 

Self-achievement Desire to be creative  2 

Desire to do something that feels like the right fit 5 1 

Desire for independence or autonomy 4 4 

Desire to try out something new 4 

Push Factors 

Providing Need for financial resources 11 
solutions Need to keep occupied 4 

Need for solution to personal problem 6 

Need for springboard/stepping stone  1 1 

Combined push/pull factors 

Part-time Desire for a safety net 2 
entrepreneurs Desire for a recreational activity 2 

Note: The numbers indicate how many cases that are classified in each category, with some cases 
being classified under more than one category. Source: Adapted from Owalla, 2017. 
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BEYOND BORDERS 

Having discussed the various factors influencing women’s entrepreneurial 
motives, I proceed to discuss women’s perceptions of the impact of entrepre-
neurship programmes in the next section.  

Perceptions of entrepreneurship programmes 
In order to analyse women entrepreneurs’ perceptions regarding entrepre-
neurship programmes, a further subset was created focusing on entrepreneurs 
who were enrolled in the programmes during the interview period. This 
resulted in two subsets being created comprising potential/intentional entre-
preneurs (13) and practicing entrepreneurs (12). The analysis focused on 
understanding participants’ perceptions of the impact of training on skills and 
views regarding the phenomenon. As the final sample of women entrepreneurs 
consisted of potential and practicing entrepreneurs in Stockholm, and practic-
ing entrepreneurs in Dar-es-Salaam, it was not possible to carry out a direct 
comparison of the impact of the programmes in the two contexts. However, 
the analysis took into consideration the different categories of women’s 
entrepreneurial motives that had previously been identified. Some of the major 
themes identified are discussed next, with detailed descriptions being pre-
sented in Tables 3 and 4. 

Change in attitude 
One impact of the entrepreneurship programmes can be seen in the change in 
the attitudes and the behaviour of women entrepreneurs. This included adapt-
ing behaviours that were associated with the ‘entrepreneur’ identity, i.e. being 
more innovative, seeking opportunities, becoming a risk-taker etc.  

It has taught me...it’s taught me to be more innovative and to look for the 
opportunities near me... (Tz; new) 

You have to take risks and you have to dare (laughs). That’s the key point, 
yeah...matter of fact it was the one, which was driving me to be more aggres-
sive in my business, yeah (Tz; nascent) 

The change in attitudes could also be attributed to the practical experience that 
participants gained through working on group projects, as well as through 
interacting with experienced entrepreneurs during guest lectures. 
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3. WOMEN’S ENTREPRENEURIAL MOTIVES AND PERCEPTIONS

Well I think like oh, it’s not as scary as when I started because I was like “oh, 
entrepreneurship, what is that? Like I don’t wanna touch it!”. But now that we 
have worked really closely and seen how it works and we have some coming 
from startup companies, um, I kinda realize like “oh, it’s really not that scary”. 
Like it is a risk of course, but you are still young and like, yeah you can bounce 
back. And some have come and said like their failures, like I tried this and that 
didn’t work, and you realize that well he hasn’t died yet so (laughs) he seems 
to be fine (laughs) (Swe; potential) 

Listening to experienced entrepreneurs recount their personal experiences 
provided potential entrepreneurs with tangible examples that were more con-
vincing and easier to relate with and easier to relate. Another common identi-
fied theme was the increase in self-confidence that participants felt after 
attending the programmes. Most participants expressed a greater confidence 
in participating in entrepreneurship workshops and events, as well as in the 
way they conducted their businesses. 

Yeah, I can say the course has helped me to...has been a great eye opener to 
me. I can now...at least I know how to do business more professionally, not 
like just guesswork. Sometimes someone tells you this and you are not sure if 
this is the way you are supposed to approach business and those kinds of 
things... (Tz; nascent) 

But the programme was very nice, I learnt a lot. Because nowadays I have even 
the confidence of going to this mentor thing...I mean entrepreneurship speak-
ers. When I heard that someone is talking about this, I have to go...before I 
was just watching (Tz; established, serial) 

Similar to the findings on the impact of business incubators (Marlow & 
McAdam, 2015), the entrepreneurship programmes can be viewed as provid-
ing a ‘stamp of approval’ or increased legitimacy that changed the women’s 
perceptions of their entrepreneurial identities. However, while the positive 
impact of the programmes was acknowledged, for some potential entrepre-
neurs, entrepreneurship was still viewed as being too risky to venture into for 
the moment. 

The programme probably makes me believe or convinced me that I actually 
have the skill set to become a business woman, even though I’m a scientist 
(laughs)...but it’s also not my personality so...I think I am too um, worried 
about safety, so...and I think I need to settle a little before I go into the next 
um, risky situation (Swe; potential) 
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Increased awareness 
Another benefit of the programme was the increased knowledge about running 
a business gained by participants. For practicing women entrepreneurs, this 
was mainly with regard to the business regulatory requirements. 

Even how to...the importance of paying taxes, yes, and I’m glad that I did that. 
Right now I’m paying taxes, and yeah...other issues in regulations. And so far 
I submitted my documents for the barcode, so as to get my barcode to the 
businesses, yes. Yeah it teaches me a lot and now I’m aware of the important 
things (Tz; established, serial) 

Yeah, we had a person from [firm] coming to tell us about their services and 
stuff. So we sat for two hours...if you are gonna look it up later...and so I’ve 
had...I’ve talked to them, I’ve been in meetings with them and stuff afterwards, 
and they’ve helped me to come up...to work out this...[company form]...yeah, 
so they’ve been good support (Swe; new). 

For the potential women entrepreneurs, the programmes allowed them to 
broaden their perspectives regarding the different types of entrepreneurship 
and characteristics of entrepreneurs. 

Before I thought that that it’s [being an entrepreneur] only like outgoing per-
sons, I guess more the personality, but now I’ve realized that it’s also some-
thing you learn (Swe; potential) 

Yeah, I would say like the things I know about entrepreneurship, like social 
entrepreneurship at least is from this course. (Swe; intention) 

Entrepreneurship programmes could be viewed as part of a vetting process that 
allows potential entrepreneurs to make more informed decisions on whether it 
is a suitable career path based on their increased knowledge of and/or exposure 
to entrepreneurial activities.  

Mentorship and coaching 
The benefit of receiving mentoring or working with a business coach was 
another common theme identified by the practicing women entrepreneurs. 
Participants felt that they made progress with their business ventures due to 
the personalized attention received from their mentors/business coaches. 
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3. WOMEN’S ENTREPRENEURIAL MOTIVES AND PERCEPTIONS

And for mentoring, because there you get a more hands-on discussion about 
what I’m doing...focus on me, and coaching...well that’s always good (Swe; 
nascent) 

My mentor, and um...and just to have this...it’s nice just to have...to force 
yourself to express your idea to other people...to take time for yourself and 
just focus on your idea (Swe; intention) 

The mentors can be viewed as providing an additional support network for 
practicing entrepreneurs, and especially for those in the initial stages. Business 
coaches are also viewed as motivating participants to reach for the next level – 
either in terms of growth or performance – with their ventures. 

And having a business coach...I would give him all my fortune because I 
become 100% better when I leave our meetings. He helps me to get to the next 
level. (Swe; established) 

Social networks 
Networking opportunities were also identified as an important benefit of par-
ticipating in entrepreneurship programmes. This was not only due to the con-
nections that the organizers of such programs were able to provide, but also the 
networks that participants formed amongst themselves. 

I think that is a big gap; if you are educated you also have the network... 
because whenever you are seeking education, you will meet with people with 
different thoughts, different conversations, different ideas...so if you meet 
with them your mind will also change. (Tz; new, serial) 

I would say the networks, partly a new network of people within a different 
field to me, I haven’t been in social entrepreneurship before, so a new network 
of people that are dedicated and really serious about what they are doing. 
Um...so it’s access to that network and...yeah (Swe; nascent) 

Well the network is good because there are other people who are engaged in 
social change and that you know, you get inspired by each other and I also 
think that we can help each other in different ways, we have different contacts 
and we can help each other (Swe; nascent) 

The networks formed allowed for an exchange of ideas, and constituted a 
source of inspiration for entrepreneurs. In addition, entrepreneurs were able 
to support each other either by sharing experiences or by gaining accessing to 
new networks.  
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Skills training 
The practical skills gained through the programmes were another common 
theme. The practicing entrepreneurs benefited from skills related to managing 
their businesses, e.g. financial skills, record keeping, marketing, etc. The poten-
tial entrepreneurs cited similar skills, and also included skills such as writing 
business plans, pitching, communication skills, teamwork, and project 
management. 

Financing also (sighs) I didn’t even know how to do the calculation on how 
you have to pay yourself. I didn’t know if I have to pay myself. I always pay 
money from my business, yeah. And I didn’t know if I also have to pay a salary 
for myself, so I learnt through the course that you have to pay yourself... (Tz; 
nascent) 

Yeah, my problem was that I did not have records, but otherwise I think if I 
have records there is no problem to prepare the financial records (Tz; new) 

Knowledge about business modelling and presentation skills were also viewed 
as being beneficial for participants...but it’s a “toolbox on business modelling” 
that’s what it’s called... It’s a super good book and basically it sums up 3 1⁄2 
years of a business school (laughs) (Swe; new) 

I think I’ve learned how to like, represent myself, um, not like personally but 
what do I sell, like be more selling. Because I’ve always focused more on my 
voluntary work, more focused on problems... (Swe; intention) 

The skills developed and the knowledge gained through the entrepreneurship 
programmes increased the women entrepreneurs’ confidence in their ability to 
run their ventures. Participating in the programmes thus allowed women 
entrepreneurs to experience a greater self-efficacy and legitimacy in running 
their ventures. 

Overall, entrepreneurship programmes can be viewed as having a positive 
impact on both potential and practicing women entrepreneurs. However, what 
the female entrepreneurs perceive as being of value differs based on their entre-
preneurial motives. For practicing entrepreneurs, while all the different cate-
gories benefited from the skills gained and social network opportunities, those 
classified in the providing solutions and part-time entrepreneurs categories 
seemed to experience a greater impact on their perceptions and attitudes. 
Similarly for potential entrepreneurs, while all categories benefit from skills 
gained and networking, it is those who are classified in the self-achievement 
category who seem to perceive a greater benefit from changes in their attitudes 
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and views regarding entrepreneurship. In both subsets, those classified in the 
personal identity and social mission categories are the least affected by such 
changes in attitudes towards entrepreneurship.  

Table 3: Main themes – practicing women entrepreneurs 

Impact of 
EP 

Personal identity Social mission Providing solutions Part-time 
entrepreneurs 

Change in 
attitude 

Need to take charge  Takes risks, more 
daring, more 
aggressive; being alert 
to opportunities; 
being 
creative/innovative 

Increased 
confidence; 
hard work and 
perseverance 

Mentorship 
& coaching 

Business coaching 
from mentor 

Business coaching 
from mentor 

Increased 
awareness 

Business 
regulatory 
compliance 

Business 
regulatory 
compliance 

Social 
networks 

Skills 
training 

Education allows one 
to form networks 

Employee contracts; 
managing employees; 
increased business 
knowledge; keeping 
records; customer 
service; marketing; 
separating personal 
and business 

Comfort from 
others’ stories; 
forming networks 

Business 
modelling; 
Valuing products 

Forming networks 

Customer service; 
competitive 
advantage; keeping 
records; paying own 
salary; advertising on 
social media; time 
management; 
marketing; registering 
business; writing 
business plan; setting 
aims; separating 
business and personal 
finances 

Build 
competitive 
advantage; 
learnt focus and 
commitment; 
marketing 

EP = entrepreneurship programs. Source: Adapted from Owalla, 2017. 
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Table 4: Main themes – potential women entrepreneurs 

Impact of Personal identity Social mission Self-achievement Providing 
EP solutions 

Change of Everyone has the 
attitude same potential 

Presence; need to be Changing mind 
passionate, motivated, set; open to 
and develop mind-set; entrepreneurship 
entrepreneurship as less 
scary; knowledge creates 
barriers to start-up; more 
positive attitude; focus on 
safety; types of 
entrepreneurs 

Increased of social ventures Insight into the business Regulatory 
awareness world; types of practices 

entrepreneurs; overview 
of industry 

Social Forming Forming networks; Forming networks; Forming 
networks networks; Inspiration from networks 

Importance of others 
networks 

Skills More focus; Marketing skills Presentation skills; team Presentation 
training applying work; writing business skills; Idea 

knowledge; plan; pitching; executing Implementation, 
preparation for business idea; social skills; pitching; writing 
life science and financial skills; accessing research papers; 
entrepreneurship; funds; time management; business 
problem solving; product development; competitions; 
team work project management; marketing skills; 

marketing skills reflexive learning 

EP = entrepreneurship programs. Source: Adapted from Owalla, 2017. 

Study implications 
Some implications for policy makers and educators aimed at promoting 
women’s entrepreneurship can be derived from the findings of the study. First 
of all, the heterogeneity of women entrepreneurs in terms of their entrepre-
neurial motives is highlighted. This diversity needs to be taken into conside-
ration when developing promotional initiatives or campaigns targeting poten-
tial women entrepreneurs. Second, educators need to pay greater attention to 
the complexity and multi-dimensionality of the entrepreneurial identity when 
developing and teaching entrepreneurship programmes (e.g. in the selection of 
case studies, the invitation of guest speakers, etc.). The findings of the study 
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suggest that while entrepreneurs motivated by personal identity and social 
mission are the least likely to benefit from programmes aimed at improving 
perceptions and attitudes towards entrepreneurial activities, such programmes 
seem to have a greater impact on part-time entrepreneurs and those classified 
in the self-achievement and providing solutions categories. These differences 
should also be taken into consideration when assessing the impact of entre-
preneurship programmes on participants. Entrepreneurship programmes do 
not only provide skills training, but also influence participants’ entrepreneurial 
identities (Donnellon et al., 2014). 

Conclusion 
This study focused on analysing women’s entrepreneurial motives and percep-
tions regarding entrepreneurship programmes in two different socio-cultural 
contexts namely Sweden and Tanzania. The study contributes to existing lite-
rature on entrepreneurial motives (e.g. Orhan & Scott, 2001) by identifying dif-
ferent categories within the ‘pull’ and ‘push’ factors that influence women’s 
decisions to become entrepreneurs. By analysing how these motives are influ-
enced by the socio-cultural context, the study also contributes to the limited 
research analysing the importance of the socio-cultural context for entrepre-
neurial identities (Ashe & Treanor, 2011).  

The findings of the study highlight the fact that women’s entrepreneurial 
motives are more nuanced and complex than the prevalent discourse in aca-
demic literature on ‘necessity’ versus ‘opportunity’ entrepreneurs. Moreover, 
such categories should be viewed as multiple and dynamic rather than static 
and stereotypical.  

Second, the study contributes to research on the impact of entrepreneurship 
programmes on women entrepreneurs. Similar to previous studies (Bauer, 
2011; Peterman & Kennedy, 2003), it find that entrepreneurship programmes 
are useful in building female participants’ confidence and self-efficacy through 
the skills they acquire, while also acting as a legitimization tool (Marlow & 
McAdam, 2015) for their further engagement in entrepreneurial activities. The 
importance of mentors/business coaches and social networks is also high-
lighted. Entrepreneurship programmes do not only play a role in influencing 
women’s perceptions regarding entrepreneurial activities, but also provide a 
space where participants can identify with the social category of entrepreneurs 
through their connections with other like-minded individuals (Smith & Wood-
worth, 2012). 
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Thirdly, the study highlights the fact that the type of impact of entrepre-
neurship programmes will vary depending on the women’s entrepreneurial 
motives. This highlights the need for greater attention to be paid to the diversity 
of women’s entrepreneurial motives when developing such programmes, as 
well as in the assessment of the impact of the program. 

In concluding, the study calls for new approaches to entrepreneurship pro-
grammes that take into consideration the complexity of entrepreneurial mo-
tives of women, the importance of the socio-cultural context in which it is prac-
ticed, as well as the level of commitment (potential, nascent or practicing) to 
entrepreneurial activity. 

Endnotes 
1 Hofstede’s cultural framework was selected despite the various criticisms regarding its methodology 
and level of analysis (McSweeney, 2002) as it was difficult to access comparable data for the two 
countries using other common frameworks such as the World Value Surveys or GLOBE. 
2 The rankings for Tanzania are derived from surveys carried out in the East African region, with the 
exception of the long-term orientation and indulgence dimensions. These scores were created during 
an internal project between Geertz Hofstede and GTZ in 2000. 
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4. Methodological Insights and Reflections from
Studying Venture Teams and Venture Processes
in the Contexts of Institutional Transformation

TOMMY LARSSON SEGERLIND 

The aim of this chapter is to reflect on methodological insights from studying 
venture teams and venture processes in the context of institutional transforma-
tion. In overview articles of research in the entrepreneurship field, it is argued 
that venture teams as a level of analysis and a unit of analysis are still over-
looked (Martinez et al., 2011). The need to make the venture team more ex-
plicit, as well as to evaluate earlier theoretical results and explore new methods 
and their applicability, is considered urgent (Aldrich and Kim, 2007; Zhou and 
Rosini, 2015). 

Jelinek and Litterer (1995: 137) argued that understanding entrepreneurial 
activities requires: ‘… a cognitive paradigm, which focuses on individual sense-
making and collective decision processes, and on the organizational context.’. 
As Shepherd and Kreuger (2002: 167) claim, the venture team can be a way of 
linking individual-level research to more collective settings. In the current 
research agenda about entrepreneurial phenomena, there is a growing recog-
nition that there is a need to more thoroughly include a contextual perspective 
of studies of entrepreneurship (Autio et al., 2014; Zahra et al., 2014; Welter, 
2011). Contextualization implies considering situational and temporal bound-
aries and opportunities for entrepreneurship – theoretically as well as metho-
dologically. Both Welter (2011) and in particular Aldrich (2009) and Martinez 
et al. (2011) specifically elaborate that it is crucial to include time as a context 
in studies of entrepreneurship to a higher degree.  

In Aldrich (2009), which contains an overview of all 128 empirical papers 
published in Administrative Science Quarterly (ASQ) between 2000 and 2007, 
he found that if data were collected over time, in one third of the data, the 
specific time from when the empirical material was collected, was not even 
specified. At the same time, he was still under the impression that progress had 
been made so that longer time periods have become more common since an 
earlier overview in 1983, even if the differences were not dramatic (McKelvey 
and Aldrich, 1983). Another point made by Aldrich (2009) is that we often have 
too much focus on ‘black swans’ in studies of entrepreneurship and that we are 
not often trying to capture the whole population of ‘swans’ and from that 
perspective understand and explain how and why this population has 
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developed as it has done. From a selection perspective, he is arguing that we 
need to capture the heterogeneity in the initial conditions and how contextual 
forces in time and space make some of these entities survive and eventually 
grow. From an adaptation perspective, the initial heterogeneity is also of 
interest, but in relation to how the venture teams internally learned and ac-
cessed the capability to adapt in the external context, in the venture process. 

From the above stipulated research agenda and the request for future 
research in entrepreneurship, you also have to ask the question – how do we 
methodologically accomplish these urgent matters? All the above suggestions 
have methodological consequences and challenges to make us consider 
different and complex contextual aspects of time to a higher degree. First of all, 
both the external selection and internal adaption models and perspectives are 
required when we study entities over time. But we do not necessarily need to 
use both perspectives in the same study. We can actually change perspectives 
between different studies that also make use of different methodologies and 
different kinds of measurements and data. 

This chapter includes a methodological revaluation of four specific empi-
rical studies by Andersson & Larsson (1998), Larsson Segerlind (2009) and Box 
& Larsson Segerlind (2017, 2018). The first study (Andersson & Larsson, 1998) 
was mainly influenced by a biographical approach (Kimberley, 1987) and the 
second study (Larsson Segerlind, 2009) deployed a processual method (Poole 
et al., 2000). The last two studies are instead using a prospective longitudinal 
methodological approach with a database consisting of a large number of 
Swedish ventures established in seven different cohorts in the first half of the 
twentieth century and in the early twenty-first century (1912 to 2008). 

Three of the empirical studies cover longer periods and a context of institu-
tional transformation in Sweden from the beginning of 1900 to 2000, while the 
fourth (Larsson Segerlind, 2009) is from Poland during a period of radical 
institutional changes (1985 to 2003). In descriptions of the transformation of 
the Polish society and economy from 1989, some describes it as a sudden and 
revolutionary change process (Sach, 1993). Other depicts it as a slower evolu-
tionary process that started long before 1989 (Poznanski, 1996). Different 
theoretical perspectives can explain these differences in descriptions of the pace 
of the transformation, but this chapter will also argue that it can be explained 
by, which level of analysis that is applied. 

It is important to acknowledge that in the entrepreneurship field, there are 
differences in the view of the essence of the field; the creation of new organi-
zations (Gartner, 1985), small business formation (Storey, 1994), innovation 
(Schumpeter, 1934; Van de Ven et al., 1989, 1999) or the discovery, evaluation 
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and exploitation of venture opportunities, which may imply both innovative 
and imitative business opportunities (Shane and Venkataraman, 2000). This 
study will take its starting point in the last perspective – entrepreneurship in 
terms of processes of discovery, evaluation and exploitation of venture 
opportunities. 

What makes an entrepreneurial process a distinct empirical and theoretical 
phenomenon is that the process includes varying degrees of risks, uncertainties 
and ambiguities (Knight, 1921; Sarasvathy, 2001; Shane and Venkataraman, 
2000; Van de Ven et al., 1999). Launching a venture opportunity in a market 
implies that some part in the venture process is related to acting under 
calculated risks, but also under uncertainty (in terms of unpredictability), and 
to sense-making and problems with acting under ambiguity and equivocality. 

In this study, the level of analysis refers to from, which analytical perspective 
the phenomenon is studied. In the research process, you have to delimit the 
phenomenon. Levels of analysis are just one way in the research process to 
choose a perspective to study an event. If we use levels of analysis to delimit the 
phenomenon, we find that irrespective of how the phenomenon is defined, 
entrepreneurship is studied from many levels of analysis, for example; from the 
individual, the firm, networks, sectors, clusters or macro levels of analysis, etc. 
There has been an increased research interest in more collective levels of 
analysis with a focus on external relationships between entrepreneurs and 
firms, such as networks and clusters, but also in internal collective interaction 
inside the firm in terms of entrepreneurial, top management, leadership or 
venture teams (Birley and Stockley, 2000; Cooper and Daily, 1997). Even so, 
Davidsson and Wiklund (2001) as well as Martinez et al. (2011) claim that the 
number of studies using the team or longer processes, either alone or in com-
bination with other levels, remains minimal in research on entrepreneurship. 

In a frequently quoted article, Low and Macmillan (1988) recommended 
future research to use multi-levels of analysis, since: ‘each level of analysis 
provides unique insight and that the synthesis of these insights yields a richer 
understanding than that possible from the perspective of a single level of 
analysis’ (Low and Macmillan, 1988: 152). In line with Low and Macmillan, we 
assume that each level of analysis provides us with unique insights. However, 
since we still have rather few studies in entrepreneurship from some of the 
levels of analysis, e.g. the team level, we do need to explore in more depth what 
kind of insights each level of analysis provides, before a synthesis is possible. 
This study does not want to go as far as trying to evaluate methods to explore 
insights into each level of analysis. Instead, the purpose of this chapter is to 
reflect on what kind of methodological insights one level of analysis – the team 
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level – provides us with, in studies of venture processes in a transformative 
institutional context. The aim of these methodological contributions is to be 
one piece in the puzzle, to be able in the future to reach Low and Macmillan’s 
(1988) aim of a better synthesis from multi-levels research designs in entre-
preneurship. The more focused research question in this chapter is: What kind 
of methodological insights do we achieve by studying venture teams and 
venture processes in transformative institutional contexts? 

Theoretical frameworks for process studies 
in entrepreneurship research 

Before the methodological evaluations are presented, there is a need to present 
a broader overview of the theoretical frameworks that have been in use in 
entrepreneurship studies in exploring the change and process over time. Before 
the theoretical framework for the different units of analysis is presented, we will 
discuss different general process theories. A process theory should be able to 
give explanations of how but also why an entity changes and develops. In order 
to identify what makes change happen, we need theories that can explain 
different kinds of generative mechanisms that generate observed events and 
the particular circumstances or contingencies behind these casual mechanisms 
(Van de Ven and Poole, 1995). The unit of change can, according to Van de 
Ven and Poole (1995), be approached in two different ways: the unit in focus 
is either a single entity or the interactions between two or more entities. In this 
study, the focus is on three units of analysis: the venture process, the venture 
team process and the transformational institutional environment. A commonly 
used definition of process is that it is a sequence of individual and collective 
events, actions and activities unfolding over time in context (Pettigrew, 1997). 
In an interdisciplinary literature review, Van de Ven and Poole (1995) found 
four fundamental families of ideal-type theories of social change; life-cycle 
theory, teleological theory, dialectical theory, evolutionary theory.  

In each of these ideal-types: ’(a) process viewed as a different cycle of change 
events, (b), which is governed by a different “motor” or generative mechanism 
that (c) operates on a different unit of analysis and (d) represents a different 
mode of changes’ (Van de Ven and Poole, 1995: 519f). Van de Ven and Poole 
(1995) argued that these different ideal-type theories provide us with alter-
native pictures, without necessarily nullifying each other. The benefits from 
their model are theoretical, methodological and empirical. First of all, the 
framework can make us recognize that most process theories are often more 
complex than these ideal-types, and although some theories can be reduced to 
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one of the motors, most contain an interplay of two or more generative 
mechanisms. For the purpose of this study, what is interesting with the frame-
work from Van de Ven and Poole (1995) is its implication for an analysis of the 
interaction of the venture process, the venture team and the institutional 
transformation.  

Theories of institutional transformation 
A common argument is that the institutional perspectives help us recognize 
‘the rules of the game’ (North, 1990) that enable and constrain and guide 
human behaviour. Scholars, for example Rosenberg and Birdzell (1986), have 
tried to explain economic growth, in terms of both capital accumulation and 
innovation, arguing that in different regions and times, there have developed 
either favourable or unfavourable institutions for economic growth. Jackson et 
al. (1999) argue that, even if virtually all industrial economies experience some 
form of transformation in their economies, the evolution of the formerly 
centrally planned economies of East-Central Europe into market economies 
offers important contrasts, in relation to the institutional changes in a mature 
institutional context. The most important characteristic in the transition-
economies is the high level of uncertainty and ambiguity, which is often 
explained by the pace of the institutional change (Smallbone and Welter, 2004). 
Several authors (Campbell and Petersen, 1996; Stryjan, 1997; Van de Ven and 
Hargrave, 2004) argue that the distinction between the revolutionary (discon-
tinuous) and the incremental (evolutionary) view of institutional change can 
be misleading. Van de Ven and Hargrave (2004) agree with Campbell and 
Petersen (1996) and argue that the distinction between evolutionary and revo-
lutionary institutional changes is largely a function of the level of analysis and 
the time scale of the change process. Or as Stryjan (1997: 41) thus states: 

In the study of institutional transformation, a great deal of attention has been 
paid to dramatic changes of signal features. These, however, only mark turn-
ing points in a process of changes, but do not wholly define it. A new insti-
tutional order is not built from a political centre (though whatever is hap-
pening there may be very important indeed). In fact, most of the actual change 
is being enacted at less heroic levels, in enterprises, in local government, in 
households, and in the life of individuals. 

In several studies (for instance Campbell & Petersen, 1996; Poznanski, 1996) 
of post-communist states it is argued that seemingly revolutionary changes in 
national governance structures were in content evolutionary changes because 
the emergent new institutions contained important elements of the old ones 
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that had been replaced. Johnson and Loveman (1995) also argue that the 
communist regime’s economic reforms in Poland of the 1980s established a 
basis for sustained Polish sector development. They refer to this period as a 
‘hot-house’ when many individuals developed some entrepreneurial experi-
ences and embeddedness in social networks. These experiences and social rela-
tionships became very valuable resources when the economic and political 
conditions changed following radical and disruptive reforms from 1989 and 
onwards.  

As radical institutional changes are implemented, there arise high degrees 
of both ambiguity and uncertainty in their wake (March & Olsen, 1975). 
Ambiguity evolves from different interpretations in the implementation of new 
rules. Uncertainty arises as it is impossible to predict the actual outcomes of the 
reforms, before actors take the new rules ‘for granted’, and prior to the 
institutionalization of meaning and action. In that sense, the observations that 
Smallbone and Welter (2004) made in their studies are interesting viz.: at the 
beginning of the transition period, the institutional environment ‘was potenti-
ally a ‘seedbed’ for the Schumpeterian type of opportunities for entrepreneurs, 
although a variety of institutional constraints limited their ability to exploit 
these’ (Smallbone & Welter, 2004: 9). At the beginning of the transition, the 
removal of legal barriers to market entry, together with the market oppor-
tunities resulting from the shortage of and the latent demand for certain goods, 
and with limited competition in many markets, created an ‘explosion of entre-
preneurship’ (Smallbone & Welter, 2004: 10). The challenge under these 
conditions is not to discover opportunities, but to be able to act on them under 
conditions of great institutional ambiguities and uncertainties, often with the 
lack of relevant knowledge and scarce resources. 

Theories of venture teams and venture processes  
Because of different views regarding what entrepreneurship is, certain prob-
lems have arisen regarding what ought to be in focus in studies about entre-
preneurial processes. Shane and Venkataraman (2000) have proposed that the 
field of entrepreneurship involves the study of the processes of discovery, 
evaluation and exploitation of venture opportunities and the set of individuals 
who discover, evaluate, and exploit them. Several authors (Samuelsson, 2004; 
Sarasvathy, 2001; Shane, 2003) have taken this further, arguing that it is pos-
sible to distinguish between innovative venture opportunities, in Schumpeter’s 
terms, (i.e. a creative change in supply and demand), and reproducing venture 
opportunities, in Kirzner’s (1973) terms, i.e. (optimizing the change in supply 
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and demand). Aldrich (1999) claimed, in line with Samuelsson (2004), that the 
two different opportunities require different processes of opportunity identi-
fication, since the reproducing opportunities involve the recognition of an 
opportunity largely through “alertness” (Kirzner, 1973) or a discovery process. 
The innovative opportunity must involve the creation of new knowledge, but 
also discovery, to recognize the new knowledge as an opportunity.  

The unit and level of analysis are problematic in research about venture 
teams in relation to the venture process (Birley and Stockley, 2000). In this 
study, we define a venture team: as two or more founders that take an active 
part in the strategic process in creating a new venture. If we want to focus on the 
venture team as a unit and level of analysis and find theories regarding how the 
venture team members interact and collectively make sense of the environment 
and the world, discover opportunities and use resources, and act and take 
strategical decisions on these social and shared cognitions over longer time 
periods in the venture process, such studies are still rather rare (cf. Ensley and 
Pearce, 2001; Lechler, 2001; Shepard and Kreuger, 2002; West, 2007). West 
(2007: 78) argues for a more collective cognition perspective on the venture 
team and the venture process in future studies: 

While the founders and each top manager will have an individual perspective 
and cognition about their new venture, it is a collective perspective or a col-
lective knowledge structure at the team level that guides the direction of the 
venture. Collective cognition in new ventures is therefore an important 
domain to explore, and it is fundamentally different from individual cogni-
tion or from aggregation of individual cognition. 

In the study by Larsson Segerlind (2009), it was argued that Weick’s rudimental 
model of group development and organizing (1979: 91ff) lives up to the 
demand from West (2007) regarding the focus on the process of collective 
sense-making. The most promising aspect of Weick’s (1979) cyclic model is 
that it is useful in other areas than understanding the initial formation of a 
venture team. And even more important, it can also help us in the analysis of 
the further development of the team, over more extended periods, and the 
eventual dissolution of the team, in the venture process. Weick has a processual 
perspective on collective activities and define organizing as a: ‘consensually 
validated grammar for reducing equivocality by means of sensible interlocked 
behavior: To organize is to assemble ongoing interdependent action into sensible 
sequences that generate sensible outcomes’ (Weick, 1979: 3).  

In Weick’s conceptual framework ‘consensually validated grammar’, ‘equi-
vocality’ and ‘interlocked behaviours’ are central concepts. Consensual valida-
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tion is a social commitment on how to interpret and make sense of continuous 
streams of information, both from internal and external sources. This infor-
mation is in some sense always equivocal or ambiguous, i.e. the information 
can at least have two different meanings and as expressed by Weick (Weick, 
1979:6), ‘members of organizations spend considerable time negotiating 
among themselves an acceptable version of what is going on.’ Changes in the 
institutional context are just one aspect that may have several interpretations. 
The reduction of equivocality and the ‘consensually validated grammar’ does 
not only help us create a consensus on how to interpret the fuzzy information 
but , at the same time, it also gives us a ‘grammar’ that already contains ‘recipes 
for getting things done’ (Weick, 1979:4), i.e. an interpretation, which is often 
retrospective and provides an assemblage of rules and routines on how to take 
collective action. This collective action in terms of interlocked behaviour is also 
the raw material for the further stream of puzzling information that needs to 
be collectively interpreted.  

An important starting point in Weick’s model (see Figure 1 below) is that 
interaction or interlocked behaviours initially start from diverse ends rather 
than common ends (cf. West, 2007). People in venture teams are idiosyncratic 
with diverse experiences, resources, interests and ideas, and so forth. In the 
ambition to reach these ends, some kind of collective action is required. A ven-
ture team process may start when individuals agree to exchange and make the 
diverse means common, without necessarily being committed to reach a com-
mon objective. 

Figure 1: A model of group or team development.  

(1) Diverse ends     (2) Common means 
  

  

  
(4) Diverse means      (3) Common ends 

Source: Weick (1979: 91). 

In the exchange of means, mutual interdependencies are recognized, and a 
structure of an interlocked behaviour is formed. This implies that behavioural 
commitments (commitments to interact), rather than cognitive commitments 
(commitments to a common objective), constitute the mechanism that makes 
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the process go forward at this stage (Weick, 1993). It is at this stage, when 
diverse ideas and interests are interlocked in interdependent activities and are 
recognized as common means, that it is possible to argue that dialectical 
mechanisms (Benson, 1977; Collinson, 2005; Dougherty, 1996; Van de Ven 
and Poole, 1995; cf. Weick, 1979: 92) can be found in the venture team that do 
not only trigger the venture process forward, but can remain as a latent conflict 
and influence the venture team and venture process in later stages (Weick, 
1979: 92): 

Perhaps the most important consequence of treating the developmental se-
quence as starting with diverse-ends  common means is that it preserves 
the crucial point that people create social structure. Considerable group theo-
rizing assumes that social structure influences people, their actions, and their 
decisions. The problem is that we do not know where the structure came 
from, what it looks like, or precisely who does the influence. A reversal of 
sequence and the postulation that diverse ends are followed by common 
means avoids this problem. 

If this collective social structure of common means can help the individuals in 
the venture team to achieve their diverse objectives, there is a potential that 
members develop a commitment to preserve this organizing structure (beha-
vioural commitments). In that sense, the decision to preserve this intercon-
nected behaviour is a first step towards the emergence of common objectives 
(Weick, 1979) and an organization. As Weick argues, the diverse ends remain 
but at the same time become more and more subordinated to the emerging of 
shared common ends (cognitive commitments): ‘This shift is one of the most 
striking that occurs in group life and it is exceedingly complex’ (Weick, 1979: 92). 
This shift is not only fascinating because of the increase in interpersonal com-
munication, but also in the intensity of collective sense-making that usually 
really takes off at this stage. One important force in this sense-making process 
is the justification of the formation of the interlocked behaviours, in terms of 
common ends instead of diverse ends (Weick 1979, 1993). 

As Weick (1979) emphasizes, this sense-making process or enactment of 
internal objectives and the external environment is retrospective and based on 
past experiences. It also entails prospective aspects  since with this idea of a  
common end in place, it makes interpretations of future outcomes possible (cf. 
Engwall and Westling, 2004). The tools for this retrospective sense-making are 
past experiences and ready schemas or grammars (Weick, 1979). The world 
becomes somewhat more intelligible and sufficient to act on. This sense-
making process is gradual, but in different studies, it has also been described as 
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disruptive in moments of sudden change (Engwall and Westling, 2004; 
Gersick, 1988, 1991; Clarysse and Moray, 2004). 

With these cognitive labellings in place, they also consist of more or less 
developed ‘recipes for getting things done when one person alone can’t do 
them and recipes for interpreting what has been done’ (Weick, 1979:4). An 
important consequence of this is that with these articulated interpretations of 
aims and signals from the environments in place in the venture team, they 
already contain directives for further action (cf. Neisser, 1976; Schutz, 1964). 

Organizing involves shared recipes for building, and it involves arranging 
processes to cope with the equivocal nature of streams of experience. The pro-
cesses themselves are also streams. They are social and they involve multiple 
actors. The outcomes of organizing are reasonable interpretations of a slice of 
experience; these slices are treated as being amendable as well as prescriptive 
for future activities (Weick, 1979: 47). 

Consequently, even if these interpretations are seen as tentative and do not 
give any full coverage of recipes and activities regarding how to reach the 
desired aims, nevertheless, it provides enough for the venture team to collec-
tively start to explore and exploit an articulated direction (cf. Van de Ven et al., 
1999). The validation and the actual consequences and outcomes of these 
interpretations and activities can only be evaluated ex post (cf. Schumpeter, 
1934), i.e. the actual venture process will always include ambiguities, risks and 
uncertainties. 

How do we then methodologically and empirically capture the venture pro-
cess and the venture team over extended time periods? This chapter is not 
launching any new methods of how to study entrepreneurial processes over 
extended time periods. Instead, we are rather evaluating existing methodolo-
gical approaches: biographical, processual methods (phasic analysis) and longi-
tudinal methods (prospective cohort methods). It is important that we perceive 
these three methods as complementary, even if they are difficult to use in the 
same study. In the same time periods, we are aware that all these methods are 
extreme time- and resource consuming and these considerations and conse-
quences will be discussed in the final chapter.  
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4. METHODOLOGICAL INSIGHTS AND REFLECTIONS

Revaluation of bibliographical and processual (phasic analysis) 
methods for studying venture teams and venture processes  

in contexts of institutional transformation 
The first two studies (Andersson & Larsson Segerlind, 1998) and Larsson 
Segerlind (2009) used more or less explicitly processual methods (Poole et al., 
2000), even if the first study was mostly influenced by a biographical approach 
(Kimberley, 1987). Kimberly (1987: 233f) argues that a biographical method in 
the study of organizations represents a potentially useful way of understanding 
complex questions of how and why organizations and venture processes evolve 
and change, and biography can thus make essential contributions: 

No single approach to study organizations is wholly satisfactory; each leaves 
many questions unanswered and still others unasked. The biographic ap-
proach bridges the worlds of organizational behaviour and organization the-
ory by inquiring into the interplay among people, the structures and systems 
they create, and the constraints that affect what they create and how their 
creations fare over time. 

Biographies are not only corporate histories. They are more analytical and 
more critical. They are theory-driven, in the sense that the structure of inquiry 
reflects what is already known about influences on organizational creation, 
growth, and change (Kimberly, 1987:237) 
Pentland (1999) also argues that narratives and venture histories do not only 
describe surface features but can also locate deeper structures and help us in 
building explanatory process theories over time. The potential of the biography 
lies in placing the subjects in a historical context and traces how persons and 
venture teams both interpret, and were shaped by, external events and circum-
stances. In line with Stinchcombe (1965), Kimberly emphasizes that early 
decisions and actions shape future directions and behaviours in the life of an 
organization.  

Poole et al. (2000) argue that to study such a phenomenon as organizational 
change and venture process, we need to contrast process methods with more 
common approaches, such as the quantitative variance methods or interpre-
tative methods in qualitative analysis. They argue that the problems with a 
variance method, both with cross-sectional survey research design, and even 
longitudinal design, are that they do not give access to details of processes and 
do not have the ability to weight individual causal factors, support causal 
inferences, or expose possibilities of unexpected discoveries to the same degree 
as process designs.  
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A common strategy used to capture the detailed movement of development 
and change process has been qualitative analysis. However, in contrast to more 
interpretative qualitative designs such as for example biographical methods, 
the process approach is more systematic, and attempts to find causal inter-
ferences and explanations as to how and why different entities change, and also 
transform over time. Even if the external validity is low with few in-depth cases, 
the findings may be presented in the form of propositions or conjectures as a 
base for future studies and tested with, for example, longitudinal methods with 
data from larger populations. 

Poole et al. (ibid.) present four different methods for process research: sto-
chastic modelling, phasic analysis, event time series regression analysis and 
event time series nonlinear dynamical analysis. All these methods will not be 
presented here, but the technique that can best label the method used in 
Larsson Segerlind (2009) is phasic analysis. 

How do you perform a phasic analysis? Poole et al. (2000: 130f) state that: ‘a 
theory of development consists of statements about the temporal sequence of 
events that explain an observed stream of incidents or occurrences.’ One 
important task in phasic analysis is to distinguish between an incident (an 
empirical observation) and an event (a theoretical construct). The relationship 
between these concepts can be seen in the fact that the incidents indicate the 
occurrence of an event. If we then come to the first assumption of phasic 
analysis, it is that the flow of human behaviour and social interaction can be 
described in units, or phases that are larger than the single events of, which it 
is composed. The second assumption is that phases are temporally, develop-
mentally, or functionally related to each other, i.e. they cohere, in meaningful 
order, into larger social events. The third key assumption is that the sequential 
structure of social events is the result of underlying process motors or mechan-
isms that change the behaviour in the entities over time (Van de Ven and Poole, 
1995; Poole et al., 2000). From these assumptions, is it important that events 
are indicators of phases? Phases are too complex to be directly measured from 
empirical incidents and therefore, we first need to create constructed labels of 
different events that can later be analysed and interpreted as phases. 

Even if the process approach was more implicit in collecting and analysing 
data in the Tetra Pak-case (Andersson & Larsson Segerlind, 1998), it was an 
explicit method when the data-collecting took off for the Polish case, Pro-
szynski Ltd (Larsson Segerlind, 2009). One experience from the Tetra Pak 
study was the use of an event-driven course of action (cf. Van de Ven and 
Engleman, 2004) with the intention of finding historical incidents that indicate 
the start of a venture process and then reconstruct the process forward, and not 
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4. METHODOLOGICAL INSIGHTS AND REFLECTIONS 

backwards. In the variance approach, the backwards strategy more commonly 
starts from outcome-based dependent variables and works backwards in an 
attempt to find independent variables that have had an effect on this variable. 
An exception from this are longitudinal methods that often have more pro-
spective research designs, so in that sense processual and longitudinal methods 
have potential similarities in the design. Regarding the explicit event-driven 
course of action, the search for a starting point (not defined from the begin-
ning) was initiated in the cases and how different events took off from that. 
This strategy facilitated the discovery of unexpected events, venture opportu-
nities and paths that had failed and not only successes. 

The data-collecting strategy, in the first two studies, can be described as 
‘polyphonical narratives’ with different voices and narratives from not only the 
venture team, but also from other key persons (Larsson Segerlind, 2009). A 
tactic used was that direct quotes from interviews and material from archives 
were used as much as possible in the case. The researcher picks out relevant 
quotes from the key persons that can be sequenced in meaningful orders (Poole 
et al., 1999: 231), with a focus on the venture team and to let these polyphonical 
narratives be the foundation of one story of the venture process. When useful 
quotes were not available (e.g. people are often talking about different events at 
the same time, fragmentary statements, etc.), the author has instead made a 
synopsis of the content in the different sources of narratives and described in 
his words what happened or how the actors perceived the event. Using this 
strategy, a story of the venture process could be created with a description of 
incidents on several units and levels of analysis that gave a very comprehensive 
story of the process that became the basis of the theoretical analysis of critical 
events, phases and different change mechanisms in the venture team, in the 
venture process and in the external institutional context. Using this strategy, it 
was in the study by Larsson Segerlind (2009) possible to locate and expose the 
phases in Weick’s group development process (Weick, 1979) and in the ven-
ture process (Van Ven et al., 1999) and also the different change mechanisms 
(Van de Ven & Poole, 1995) in the process. 

If the venture team and the venture process constitute our stream of analy-
sis, the terrain around the stream, which shapes the flow of events and is, in 
turn, shaped by them, is a necessary part of the process of investigation. 
However, the contextual analysis does not only occur in a nested context but 
also alongside other processes (Pettigrew, 1997: 340). Other key actors in the 
venture and connections to outside networks, in addition to contextual 
variables as external events and processes, institutions in the environment of 
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the venture, must be considered in some way even if the level of analysis is the 
venture team. From Pettigrew’s view (1990: 656): 

…is it not sufficient to treat context either just as descriptive background or 
as an eclectic list of antecedents that somehow shape the process. Neither, of 
course, given the dangers of simple determinism, should structure or context 
be seen as just constraining process. Rather, this approach recognizes that 
processes both are constrained by structures and shape structures, either in 
the direction of preserving them or in altering them. 

Pettigrew use Gidden’s (1984, 25: 979) concept of ‘duality of structures’ in 
trying to conceptualize structure and institutional context not just as a barrier, 
but also to show how aspects of structures and contexts are mobilized and 
activated by actors and groups as they seek to obtain outcomes important to 
them. The way we treat the external environment is with the concept of enact-
ment in the sense that: ‘it captures the more active role that we presume organi-
zational members play in creating the environments, which then impose on 
them’ (Weick, 1979: 130f). The collective enactment of the institutional and 
macro changes in the environment by the venture team played crucial roles in 
understanding how individuals but also the team acted in the venture process. 

One example from the Polish case (Larsson Segerlind, 2009: 144ff) was how 
the venture team of four persons in the autumn 1989, a few months after the 
party Solidarity won the election, based on intense discussions came up with a 
common interpretation in the venture team about what was actually going on 
in Poland. During this period, relatively few inhabitants in Poland believed and 
made the interpretation that the changes in the political and economic system 
would be permanent and irrevocable. Based on earlier experiences with 
backlashes of different reforms in Poland, most of the Polish people found a 
high degree of equivocality in how to interpret the political events. However, 
the venture team did rather early make the interpretation that the political 
events in 1989 were the beginning of an irrevocable transformation from a 
socialist planned economy to a market economy and democracy. And even 
more important, they interpreted the consequences of this transformation and 
were alert to discover several venture opportunities that they acted on. From 
these activities they were able to acquire undervalued resources from, which 
they could create both reproducing and innovative ventures (Shane and 
Venkataraman, 2001). Later on in the case, we also find periods when the 
venture team failed to make a valid interpretation of the pace of the changes in 
the Polish market and society and thus, also failed in some of their ventures. 
The external institutional context did not develop in the way they had inter-
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preted and predicted, which created a financial crisis that endangered the 
company’s survival. In that sense, we were able to apprehend some specific 
contextual ‘lenses’ (Welter, 2011) that the venture team used to make interpre-
tations about the pace and direction of the external institutional transforma-
tion on, which they collectively acted and the consequences of this. From this 
reflection on the methodological experiences of applying a processual phasic 
analysis in studying venture teams and venture processes in contexts of 
institutional transformation, the following propositions are stated:  

Proposition 1: In studies of venture teams in the venture process, 
bibliographical and processual methods have the ability to cap-
ture how venture teams are formed, develop and dissolve over 
time and especially the processual methods could locate the role 
of the venture teams in handling risks, uncertainties and ambi-
guities in different phases and cycles and using this method, it 
could also locate different change mechanisms during the ven-
ture process. 

Proposition 2: In studies from the team level of analysis, biblio-
graphical and processual methods have the ability to capture 
how the venture teams are internally socially constructing and 
enacting the contexts, e.g. in terms of the pace of the market, 
societal and institutional transformations, and how they act on 
these interpretations, and the consequences of these acts over 
time. 

Revaluation of longitudinal methods for studying venture teams 
and venture processes in contexts of institutional transformation  
In particular, following Aldrich (2009) and Martinez et al. (2011), the next 
methodological approach we take up here is to include a contextual perspective 
of the venture team with the aim of sampling entire initial populations of ven-
ture start-ups at one particular point in time. It also includes the objective to 
measure whether or not each individual venture in that population of start-ups 
survives over a particular period of time. In several respects, we were able to 
accomplish this in a couple of studies (Box and Larsson Segerlind, 2017, 2018). 
As with processual methods, it is not possible to solve all methodological and 
theoretical problems using this longitudinal research strategy – we cannot cap-
ture specific enacted contextual ‘lenses’ for all entities, nor are we able to in-
vestigate the full dynamic relationship between all context dimensions. None-
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theless, our research strategy with a prospective cohort approach (Aldrich, 
2009) significantly increases the possibility to include and control for several 
types of contexts at various levels, including (and controlling for) chronological 
time as a context. A cohort is an aggregate of individual units and differences 
between cohorts – such as the variation in survival rates – may prevail over 
both short and long periods (Glenn, 1977). The empirical data consisted of 
several complete entry cohorts of venture start-ups followed over a defined 
period of time, and the approach is thus longitudinal and prospective. Thereby, 
a number of analytical advantages are obtained: cross-sectional research 
designs are almost always signified by survivorship bias. This problem can to 
some extent be avoided using repeated (multiple) cross-sections, but the prob-
lem still remains; ventures of all ages are included, and some have exited the 
initial population before sampling. 

However, survivorship bias is also a problem in retrospective longitudinal 
designs, i.e. the most common longitudinal design in entrepreneurship 
(Davidsson, 2008; Martinez et al., 2011). In an ideal world, entry cohorts em-
body all findings in a specific year or period, and this strategic choice of metho-
dology has clear advantages for the study of the effects of founding teams on 
venture performance (Stam and Schutjens, 2006). In line with this, all joint-
stock companies founded in a particular year were included in the sample. This 
means that there is not any exclusion of ventures of a particular size or sector. 
Furthermore, ventures founded by both teams and by single entrepreneurs 
were included. This implies that we were able to take account of some aspects 
of the initial internal heterogeneity of startups (Aldrich, 2009; Martinez et al., 
2011) and consider a set of external contextual factors in relation to the 
research questions. The use of longer observation periods as well as of both 
contemporary and historical archival records is also in line with recent research 
suggestions: in order to evade a-temporal analyses and increase the possibilities 
for dynamic analyses of organizations over time, archival data offers the benefit 
of being available over longer time spans (Martinez et al., 2011). 

In both studies (Box & Larsson Segerlind, 2017, 2018), we employed a pro-
spective longitudinal database on Swedish firms. This first study aimed at 
analysing the relationship between new venture survival and the social contexts 
in the venture teams and, in particular, founding team gender diversity. In 
addition, the study aimed at studying venture survival and the dynamic rela-
tionship between aspects of institutional contexts and gender. Since gender was 
an integral phenomenon in our study, we furthermore asked whether this 
relationship has changed over time (a time span of approximately one century). 
In the studies (2017, 2018), the data covered more than 23,000 Swedish joint-
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stock company start-ups – specifically, the data consisted of complete entry 
cohorts of ventures founded in 1912, 1930, 1942, 1950, 2001, 2003 and 2005. 
The subset – consisting of the cohorts from 1912, 1930, 1942 and 1950 – is 
constructed (Box, 2006) from unprinted, archival public sources. During the 
assembly of this particular subset, data on company founders pertaining to 
team size and to gender was recorded. The second subset – the cohorts from 
2001, 2003 and 2005 – consists of data commonly not readily available in public 
databases.  

In the first study (2016) we only used the cohorts from 1912 to 1950, since 
that data was more detailed also in terms of whether there were spouses in the 
venture team. It studied the survival-rate over one, three, five and ten years. In 
the second study we trace the survival of the ventures in each cohort 1930, 1942, 
1950, 2001, 2003 and 2005 over a three-year period, a phase recognized to be 
the most precarious for survival (Stam & Schutjens, 2006). 

Our aim has been to make use of a homogenous database in the sense that 
the key indicators in the study should not differ, or be biased, neither within 
nor between birth cohorts. Specifically, venture teams, firm survival, gender, 
line of business, and corporate form should be consistently defined. This is not 
an uncomplicated task and the datasets are not flawless, but we were able to 
measure the effect of certain characteristics of the firms when being founded– 
team, team composition, and gender – on venture survival, and also the con-
textual effect of a long-term transformation of the external institutions (e.g. in 
terms of changes over longer time periods in societal gender institutions at the 
time of venture founding). 

In that sense, the temporal context aspects are in three modes at least. One 
of those that we were able to explore is how internal variation in the initial 
gender social composition of the founder and founder teams affects the 
survival rate over time. The second temporal aspect is that we controlled for 
cohort effects, i.e. are the results robust or do they depend on in, which specific 
year they were founded? The third temporal aspect is that we could capture 
patterns in the long-term changes in the result over time and found underlying 
theoretical mechanisms at the venture team level as well as at the societal and 
institutional level that could explain these changes over time. 

Proposition 3: In studies from the team level of analysis, longi-
tudinal methods with a prospective cohort analysis have the 
ability to capture how the initial diversity in the social setting of 
the founder/-s affects the survival rate of the ventures. 
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Proposition 4: In studies from the team level of analysis, longi-
tudinal methods with a prospective cohort analysis have the 
ability to control for if the effect of the diversity in the initial 
founder/-s on survival rate is robust or if there is variation in the 
results depending on external conditions in the context based on 
in, which year they were founded. 

Proposition 5: In studies from the team level of analysis, longi-
tudinal methods with a prospective cohort analysis have the 
ability to capture and visualize how slow changes in the trans-
formation of institutions (formal and informal) affect both the 
venture start-up rate and the survival rate for some venture team 
compositions and especially for women entrepreneurs. 

Conclusions and further research 
These propositions are some of the insights we achieved with the two different 
methodologies and with the use of extended time as a contextual lens. From 
the adaptation and the selection perspectives of Aldrich (2009), we draw the 
conclusions that both the processual and longitudinal methods could give 
potential important contributions in studies of venture teams and venture pro-
cesses in the context of institutional transformations. 

From a selection perspective, using the longitudinal prospective cohort 
methods, it was possible to capture and visualize the heterogeneity in the initial 
venture team conditions and how contextual forces in time and space affect the 
survival-rate of these ventures. From the initial variety of new venture start-
ups, this method increases the possibility to control for several types of context 
variables, at various levels, including (and controlling for) chronological time 
as the context in studies of the survival rate between single entrepreneurs and 
different compositions of venture teams. It was possible to capture how slow 
changes in the transformation of institutions (formal and informal) change 
both the start-up rate and the survival rate for some group of individuals, 
especially for women entrepreneurs. Longitudinal methods are quite rare in 
gender entrepreneurship research; however, these methods have the potential 
to locate and validate institutionalized gendered logic and the effect they give 
and that is difficult to capture with other methods. One important result was 
also that the method visualized the role and importance of women entre-
preneurs in spouse teams in family business (and probably the role of trust in 
the venture process). The team effects were also compared to single entre-
preneurs, which have been difficult to measure with earlier methods. 
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From an adaptation perspective, it was rather the processual phasic analysis 
that could describe but also explain how the initial heterogeneity of interest and 
aims in the venture team developed in phases and cycles and in relation to how 
the venture teams internally interpreted, enacted and adapted to the external 
context in the venture process. It was described how the venture team, initially 
from a variety of ideas and interests, developed common interpretations 
(enactments) of the transformations of institutions in society, realized the con-
sequences of these interpretations and from that created venture opportunities 
and, most importantly, acted on that basis. The processual method could also, 
in the same sense, describe that the new institutional order in Poland was not 
only built from a political level, but did also emerge from a venture team level. 
The processual method also seized the importance of mutual trust inter-
dependencies between the founders in the venture process. Different phases 
and cycles in the venture team and the venture process over longer time periods 
were located as well as the fact that the progress of change in the venture team 
and the venture process involve evolutionary, dialectical, teleological and life-
cycle mechanisms but at different phases and levels. The venture team was an 
important level of analysis to combine with other levels of analysis since the 
venture team as a unit in some sense took part in most of the change mechan-
isms in the venture process. 

So, what is the catch? Why do we not locate more research in entrepreneur-
ship with prospective longitudinal or processual phasic methods with longer 
time frames? As noted, the processual and longitudinal prospective methods in 
studies of team entrepreneurship are very time- and resource-expensive 
methods. There are also difficulties with access to these kinds of rather unique 
data sets in different contexts. So, how to go further on? First, there is a need to 
perceive the research process from a more collective and global perspective. As 
researchers we need to come together at the national and international level to 
continue to explore the contextual perspective on team entrepreneurship 
where different research groups may contribute with contextualized data and 
studies. As for the selection and adaption perspective, we do not necessarily 
need to use both perspectives and methods in the same studies. We can actually 
change the contextual perspective and the methods between different studies 
that will, in the long run, give us more contextualized insights about entrepre-
neurship. 
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5. Entrepreneurship in Higher Education Institutions. 
The Case of University of Iringa, Tanzania 

BUKAZA CHACHAGE, DEO SABOKWIGINA, HOSEA MPOGOLE,  

YUSUPH SESSANGA & GABRIEL MALIMA 

The importance of entrepreneurship in Africa in general and Tanzania in 
particular is well known. The challenge has been to produce competent entre-
preneurial graduates at the university level (Mwasalwiba et al., 2012; 
Mwasalwiba et al., 2014). This chapter analyses the efforts made by University 
of Iringa (formerly known as Tumaini University-Iringa University College) to 
transform itself into an entrepreneurial academia (Etzkowitz et al., 2000; Kyrö 
and Mattila, 2012; Gibb and Haskins, 2014; Guerrero et al. 2014; Reford and 
Fayole, 2014; Siegel and Wright, 2015; Mars, et al 2010; Altmann and Ebers-
berger, 2013), which does not only link its activities to the industry, but equally 
important, produces competent entrepreneurial graduates. In doing so, Uni-
versity of Iringa (hereafter, UoI) addresses the entrepreneurship agenda from 
an integrated perspective by setting up the necessary infrastructure for operat-
ing an entrepreneurial academia that supports the development of pro-
grammes in entrepreneurship education and training 

In developing the infrastructure to support the entrepreneurial education, 
UoI established several organizational units including the Centre for Entrepre-
neurship and Innovation (CEI), the Institute of Agriculture, the Micro-finance 
Institute, and the Science Park. UoI developed two programmes in entrepre-
neurship inspired by the learning by doing philosophy of education (John 
Dewey, 1859–1952; Cunningham et al., 2004): i) the Contextualized Bachelor 
Degree in IT, and ii) the Bachelor Degree in Marketing and Entrepreneurship. 
The programmes adopted the Team Academy model/approach and opera-
tional procedures. Indeed, some of these efforts failed, while others were very 
successful. Team Academy was one of the successful endeavours of UoI’s 
efforts to foster and promote entrepreneurship education. The chapter narrates 
the dynamics of these trials to advance entrepreneurship and makes the case 
that the Team Academy model could be used in training cooperatives’ entre-
preneurs. While the Team Academy model constitutes the focus of this 
chapter, we begin with a brief history and the innovative establishments of UoI 
in an attempt to become an entrepreneurial academia. 
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Methodological approach 
As noted, this chapter describes UoI’s process to address the entrepreneurship 
agenda. The philosophy guiding our paper is interpretive, and the method 
mostly used the interpretation of and the reflections on our experiences in 
developing the entrepreneurship systems and processes for the university 
(participant observation viewpoints). Naturally, the discussion can partly be 
biased due to our personal positions, as the authors were employees of Tumaini 
University-Iringa University College and UoI and deeply involved in the 
development of the entrepreneurship processes. In this chapter, our reflections 
are presented, which may differ from those of other stakeholders. 

University of Iringa in a nutshell 
UoI was the first private university to be established in Tanzania. The 
Instiution was established in 1994 and is owned by the Evangelical Lutheran 
Church of Tanzania through the Iringa Diocese. The private ownership confers 
several advantages, including the possibility to be dynamic, innovative and 
even unconventional in responding to stakeholders’ demands. The university 
has positioned itself as an agent for change, with a strong focus on producing 
graduates educated in entrepreneurship. The entrepreneurship agenda is part 
of the vision of UoI, which is: ‘to be a leading, dynamic and entrepreneurial 
institution that engages itself fully with the community, through teaching, 
research and outreach for development’ (UoI Rolling Strategic Plan 2011–2015). 

Therefore, UoI seeks to deliver curricula that produces individuals that can 
be change agents (entrepreneurs), such as creators, developers and trans-
formers of business and other forms of organizations that contribute to pro-
gress. It also seeks to engage with and contribute to progress in the community 
directly. In pursuit of this vision, UoI pursues a number of strategies, which 
include raising the quality of learning. This is to be achieved through: 

i) Promoting learning-by-doing and project-based real-life tasks. 
ii) Programmes that respond to market/community needs. 
iii) Linking research with community’s/market’s needs and teaching. 
iv) Partnering with strategic actors in learning and service delivery. 

Currently, UoI has 6 faculties, namely: Business and Economics, Counselling 
and Psychology, Theology, Science and Education, Law, and Arts and Social 
Sciences. The university has approximately 3800 students, 108 faculty mem-
bers and 58 administrative staff members. The Uuniversity operates from the 
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5. ENTREPRENEURSHIP IN HIGHER EDUCATION INSTITUTIONS 

Iringa Region in Tanzania, and offers various certificate programmes, diploma 
programmes, Bachelor’s degree and postgraduate programmes. The university 
works with communities and industry through the Microfinance Institute, the 
Institute of Agriculture and the Center for Entrepreneurship and Innovation 
(CEI). The following section describes these efforts to address the entrepre-
neurship agenda. 

Institute of Agriculture 
The Institute of Agriculture started in 2003 with the aim of increasing agricul-
tural production in the Southern Highlands of Tanzania, and especially to 
improve the conditions for small-scale farmers. In 2008, the Institute of Agri-
culture developed the Companion Village Project (CVP), which was the major 
initiative of the institute to address food production and agricultural concerns 
in the Iringa Region. The primary aim of the CVP was to establish an extended 
network in the Southern Highlands of Tanzania to promote improved farming 
practices, crop storage, marketing, adding value to the crops, and related food 
system issues through farmers’ field schools (FFS). The CVP leverages the role 
that churches, and pastors hold as community leaders and works with them to 
disseminate knowledge and recommendations from university research to 
village farmers. Up to 2013, the project managed to establish 50 demonstration 
plots in various villages in the Iringa region and the Njombe region. The FFS 
were conducted for 3–4 years in a particular village. Then, the farmers involved 
were left to take over and continue with the demonstration plots on their own 
with minimum assistance from the project.  

The institute was also involved in agricultural production. It conducted rice 
production activities at the Mpanga research farm and seed experiments at the 
Mgongo farm. In addition, the institute conducted an agricultural education 
radio programme through a local FM radio station. It also collaborated with 
private companies such as the Pyrethrum Company of Tanzania (PCT), YARA 
Tanzania and Pioneer Seed Co. to conduct agricultural extension programmes 
in the rural areas. Despite its many achievements, the institute faced many 
challenges. Table 1 shows the strong and weak points in operating the Institute 
of Agriculture at UoI. 
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Table 1: Strengths and Weaknesses of the Institute of Agriculture 

Strengths Weaknesses 

It helped connect the university to the 
local people in rural areas. The outreach 
programmes communicated the 
goodwill of the university to the local 
community. 

The objectives of the institute were not 
fully understood among some 
management members of the university. 
It was regarded as wasting money. 

Introduced the idea of universities Lack of communication of the institute’s 
conducting agricultural production to mission to university employees, e.g., 
generate income. most of the workers thought the institute 

would be producing food crops and 
distributed freely. 

It stimulated research activities at the 
university. Many teaching staff started to 
realize research opportunities in the 
projects. 

Its existence and operations relied on 
external funds (donor funds) and hence, 
most of the operations had to fit into the 
directives of the donors. 

It offered consultancy services to 
development organizations such as SNV, 
SAGCOT, Thrivent Insurance for 
Lutherans etc. 

The institute’s bank accounts were 
managed by the university accounting 
office that often refused/delayed 
approving funds without clear reasons. 

It created a foundation for microfinance 
services and cooperative activities in the 
villages involved in the Companion 
Village Project. 

The institute’s agricultural production at 
the university farms could not grow to 
make a profit because of the lack of 
investment and the poor management of 
the farms and the local people employed 
to work for the university. 

Source: Own construction. 

The lack of funding for productive small-scale farming by villagers made it 
necessary for the UoI, in collaboration with their counterparts from Minnesota 
Synod (USA), to establish the Microfinance Institute (MFI) to provide financial 
services and particularly loans to these rather un-bankable poor farmers. 

Microfinance institute 
Building on the understanding that farmers who are supported by the Institute 
of Agriculture at University of Iringa lacked financial resources and also on the 
fact that private banks were not interested in providing financial services to 
poor farmers, University of Iringa established a Microfinance Institute (MFI) 
in 2010. The MFI was located within the UoI main campus. Its newly con-
structed building accommodates MFI, IA and Iringa Hope Joint SACCOS 
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(IHJS) offices. The MFI is responsible for providing on-going education, train-
ing, monitoring, legal, governance assistance and overview of the local 
SACCOS formed through the MFI. The institute worked collaboratively with 
Iringa Hope USA, which mobilizes finances to fund SACCOS through capital 
requirements as stipulated in the Cooperative Act requirements.  

Operationally, MFI and Iringa Hope USA founded and registered the Iringa 
Hope Joint SACCOS (IHJS), which is an umbrella organization and serves as 
the central unit for local village SACCOS, which are members of IHJS. These 
local village SACCOS accessed capital, auditing, management services and 
capacity building from IHJS. This network is commonly known as Iringa 
Hope. 

In terms of vision and mission, the Iringa Hope network believed that mem-
bers are the people most qualified to manage their affairs. Given the opportun-
ity, members will work to build a better life for themselves, their families, and 
their communities. It is also believed that members of IHJS should own 100 per 
cent of the cooperatives to benefit fully from their work. Furthermore, it is 
believed that members are the best suited to make local decisions and will act 
in positive ways when given an opportunity. Iringa Hope believes that with 
education, training, and access to the needed resources, members will build a 
strong future for themselves, their families and the network at large. 

Table 2: Microfinance Institute Strengths and Weaknesses 

Strengths Weaknesses 

Proper working policies and procedures 
for MFI 

Lack of cooperative skills among the 
personnel in the MFI programmes 

Extensive network of stakeholders across 
the region 

Donor dependency operations 

Connection to farmers along the value 
chain 

MFI network used by students for 
practicum 

Reaching some of the farmers with a real 
need for financial support in Iringa, 
Njombe and Mbeya 

Source: Own construction. 

Through the Institute of Agriculture and Microfinance, the university 
managed to reach out and work with smallholder farmers. To address other 
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industries and technologies, the UoI established the first University Science 
Park in Tanzania, which, however, never worked as a Science Park. 

From science pack to science park 
Inspired by ideas from professors at the then Joensuu University (currently 
University of Eastern Finland) and University of Southern Denmark, the then 
Tumaini University-Iringa University College constructed the first University 
Science Park in Tanzania in 2006. The purpose of the science park was to 
provide an environment for public, university, and private enterprises to 
cooperate, collaborate and partner by positively reinforcing the cross-fertiliza-
tion of ideas and cultures. The science park was also meant to be a source of 
entrepreneurial start-up ventures, collaborative innovation, development, 
transfer and commercialization of knowledge and technologies. Furthermore, 
it was meant to be a commitment by the university, offering a space for its 
researchers, faculty members and students to work side by side with industrial 
players in the form of hands on live work experiences and realizations. 

Despite the introduction of robotics operations for demonstration purposes 
of the use of the science park, almost nobody understood and supported the 
use of the science park space/building for the university, private and public 
collaborative and partnership assignments. Even the established robotics 
operations that used to be a technological flag bearer halted their operations in 
the absence of a proper contractual operational framework between Tumaini 
University and the collaboration counterpart, University of Southern Denmark 
through Professor Henrick Lund. Luckily, the space is under modification to 
accommodate innovation space for the newly full-fledged UoI. In other words, 
the lost concept of the science park processes is being reintroduced. Even 
though the main purpose of the science park was diverted, the concept and the 
infrastructure prevailed and Table 3 presents strengths and weaknesses of the 
science park. 
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Table 3: Science Park Strengths and Weaknesses 

Strengths Weaknesses 

Part of the building is under 
transformation to accommodate 
innovation space 

Very few, if any, understood the purpose 
of the science park at the Tumaini 
University-Iringa University College. 

Building infrastructure is available and 
hosts the Team Academy, Center for 
Entrepreneurship and ICT offices 

Despite the understanding of the 
concept, the university management 
failed to convince staff members of the 
use of the science park building 

The facility was used for other activities, 
such as classes, special computer lab and 
faculty members offices. 

There was no awareness campaign about 
the linkages of various efforts to address 
the entrepreneurial agenda of the 
university. 

Source: Own construction. 

For reaching out to Business Development Services (BDS) and Access to 
Markets (AtM), the university established a Center for Entrepreneurship and 
Innovation (CEI) with special focus on rural entrepreneurship development 
and rural grassroots’ innovation. 

Center for Entrepreneurship and Innovation (CEI) 
Tumaini University-Iringa University College acquired the NUFFIC support 
from the Netherlands government via the Netherlands Programme for 
Training (NPT). The project started in 2005. The university worked with the 
Maastricht School of Management to implement the Business Capacity 
Development project in the Southern Zone of Tanzania. One of the main areas 
for the project was: ‘Launching and developing a self-sustaining Center for 
Entrepreneurship, to serve as an outreach unit, to continue building internal 
capacities and mainstream entrepreneurship in IUCo.’ 

In line with  this aim, Dr.  Donath  Olomi from the University of Dar Es 
Salaam Center for Entrepreneurship Development (UDEC) was hired to faci-
litate the development of the centre. Dr. Olomi helped the university develop 
the following for the centre; vision, mission, structure and staffing of the centre. 
The Center for Entrepreneurship and Innovation at University of Iringa was 
formally established in March 2009. The major functions of the CEI are: 
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i) To be the focal point for entrepreneurship development at UoI by co-
ordinating all entrepreneurship development initiatives; 

i) To develop and deliver entrepreneurship options, core and elective 
courses as well as modules across the college; 

ii) To solicit and provide training, research, consultancy and advisory 
services on entrepreneurship; 

iii) To generate additional income for UoI 
iv) To establish and maintain effective linkages and networks with and 

among other stakeholders including governmental departments, 
business support organizations, business associations, NGOs, the 
private sector and the donor community in pursuit of its enterprise 
development objectives; 

v) To provide continuing education to graduates and professionals; and 
vi) To act as a focal point for national, regional and international in-

formation and literature on small business and entrepreneurship in 
the Southern Highlands. 

The centre continues to deliver and arguably it lives up to the expectations. 
Table 4 provides the strong points and weak points of the CEI. 

Table 4: Center for Entrepreneurship and Innovation Strengths and Weaknesses 

Strengths Weaknesses 

Running an entrepreneurship week since 2013 Lack of resource mobilization 
skills 

Partnering with organizations like TANZICT to 
run the entrepreneurship week 

Shortage of staff members trained 
in the entrepreneurship field 

Convincing the university management to 
dedicate the entire week to entrepreneurship 
activities 

Shortage of staff members who 
are also entrepreneurs 

Development of innovation space (KiOTA 
Hub), which reinforces the university-
industry/society/community linkages 

Establishment of the learning by doing Team 
Academy (Bachelor of Applied Marketing and 
Entrepreneurship) programme 

Positioning UoI as an entrepreneurial univer-
sity, which is attracting students as well as the 
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government and other development partners to 
work with the university 

Source: Own construction. 

The infrastructure for building an entrepreneurial culture at University of 
Iringa was considered incomplete unless the processes ‘trickled down’ to 
produce entrepreneurial graduates. The university embarked on the develop-
ment of the degree programmes with the purpose of producing industry-ready 
graduates. The following two sections present the two programmes, which 
were especially established to address the learning-by-doing gap.  

Contextualized BSc. IT degree programme 
To capture the shortage of practice-oriented IT experts in Tanzania (Mgaya, 
1994), the university developed a contextualized BSc. IT degree programme in 
2007 (Tedre et al., 2008). From the outset, it was clear that the existing IT degree 
programmes were producing graduates with more theoretical understanding 
than demonstrable practical skills. This was evident during the systematic 
development of IT services at the university. The experts from Finland failed 
to hire a practically skilled graduate from our local universities. They decided 
to hire six graduates and funded them to pursue a degree programme in a 
Finnish Polytechnic. Due to the failure of the existing computing curricula to 
produce skilled graduates with practical skills, the contextualized BSc. IT pro-
gramme focused on training in what to do and equally important how to do it. 

The development of the BSc. IT programme at UoI was based on the six 
following principles: context sensitivity (the uniqueness of our environment to 
be taken care of during the development of the programme); problem orien-
tation (constructivist approach of problem-based learning and project-based 
learning, that is, students work on authentic problems and reflect on the 
experiences gained); practicality (hands-on tasks), interdisciplinary (combina-
tion of IT curriculum with other courses such as business and development 
studies); international recognition (orientation to countries in addition to 
Tanzania), and research-based practices (curriculum review to be based on 
rigorous research; Bangu et al., 2007). The curriculum emphasized a practical 
orientation in the following five core technical and professional areas: Software 
engineering (programming), network administration, web applications 
development, hardware support, and academic work. These five competence 
areas are presumed to offer all-round skills for graduates to comfortably work 
in the IT field in Tanzania. 
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Generally, the founders of the BSc. IT programme at the UoI consider it to 
be a failed project because the programme has continuously moved towards 
more theoretical orientations rather than towards practical and project-based 
orientations, as advocated during its inception. Table 5 shows strong points 
and weak points of the BSc. IT programme at the UoI.  

Table 5: Strengths and Weaknesses for the BSc. IT Programme at the UoI 

Strengths  Weaknesses 
- Several international - Individual project-based learning 

academic - Continuous deterioration of facilities; 
collaborators  Labs are not maintained regularly 

- A large number of - Difficult to get qualified teachers to
committed and move to Iringa
capable teachers - Slow Internet connection, increasing 

- Students’ positive the number of computers
attitudes, and 
enthusiasm - Inoperative and insufficient access to 

computer labs 
- Active student and 

staff exchanges - Too few staff members, heavy workload 

- Practical training 
component 

- Moving towards teacher-centred 
pedagogical traditions 

- Training in a broad 
variety of ICT tools 

- Wear and tear of hardware with no 
money for replacements. 

and - Lack of textbooks 

- Strong and active - Staff does not perceive a need for 
research base continuous 

- Initially – Local improvement of the programme 
relevance and context - Increasingly rigid rules for course 
sensitivity arrangements 

- Openness to students’ - Insufficient practical components in 
inputs and ideas the programme 
concerning the IT - Large student groups and too much 
programme emphasis on lectures 

- No training for new learning strategies 
- Lack of commitment to e-learning 
- Too few class hours in the computer lab 
- Bad hiring decisions 
- Insufficient knowledge about job 

market needs 
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- Slow and intermittent communication 
between the faculty and the university 
management 

Due to the large list of the weak points for the BSc. IT programme at the UoI, 
the programme returned to ‘business as usual’ in training the computer scien-
tists. Consequently, the BSc. in IT programme in this context is considered a 
failed attempt to produce industry-ready graduates. The second attempt, which 
was the Team Academy approach in the business field, succeeded. 

Team academy implementation at UoI 
The process to adopt the Team Academy approach at UoI started with a study 
tour to Finland in November 2013. Two faculty members represented UoI and 
the tour was financially supported by TANZICT. In total, the delegation 
comprised of eight (8) members from five academic institutions. The dele-
gations visited the following areas: University of Tampere (UTA), Tampere 
University of Technology (TUT), Tampere University of Applied Sciences, 
Demola, JAMK University of Applied Science, University of Jyvaskyla, 
AGORA Center, Jyvaskyla Team Academia, Protomo, Techno Polis. Techno 
Park, Aalto Center for Entrepreneurship (ACE) and App Campus, European 
Institute of Innovation and Technology (EIT) Open Innovation House, Startup 
Sauna, Aalto Business School, Aalto Design Factory, and Department of 
Foreign Affairs (Pasape & Mwamila, 2013). 

The delegates learned many things during the trip. For instance, the dele-
gates received information about the Team Academy Concept, the Pro-
Academy concept, human centred technologies, involving strategic partners, 
learning-by-doing, commercialization models, multidisciplinary projects, fru-
gal innovation, limited companies operating with universities, value creation 
start-up sauna, incubation, funding start-ups, co-creation, reverse innovation, 
and promotion of entrepreneurship, to mention but a few (Pasape & Mwamila, 
2013). 

Interestingly, with the many areas visited and concepts learned, only Uni-
versity of Iringa (UoI) did in practice adopt the Team Academy approach and 
established a Bachelor-degree of Applied Marketing and Entrepreneurship 
(BAME). The curriculum started to be developed immediately after the trip in 
the academic year 2013/2014. The curriculum was vetted and approved by the 
Tanzania Commission for Universities in 2015. 

It is expected that after the graduation 80% of graduates of the Team 
Academy will be in workplaces after 6 months, and the remaining 20% will be 
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entrepreneurs. Two years later, it is expected that 30% of graduates from the 
Team Academy approach will be entrepreneurs (Sabokwigina, 2016). 

Historically, the Team Academy approach was founded by Johannes 
Partanen in 1993 at the Jyväskylä Institute of Science and Technology in Fin-
land. Operationally, the Team Academy learning is acquired by doing. The 
students are required to form teams of 6–24 members and to establish real 
companies. The major purpose is to facilitate for graduate students with 
necessary competences and skills, to be self-employed or employed. Each 
student in the Team Academy, or Teampreneur, is required to read at least 12 
books a year and write essays on each book. The basic Team Academy learning 
model is depicted in the Figure 2. 

Figure 1: Basic team academy learning model 

Source: Partanen (2012). 

Figure 1 indicates that students are required to start a real-life business 
organization and read prescribed books on teamwork, leadership, marketing, 
creativity, innovations, entrepreneurship and self-development. In turn, the 
readings provide information on the dialogue (team learning) and the learning 
by doing (actual projects). The team coaches are also required to read the books 
in order to have a meaningful dialogue with their students while closely 
observing what is happening in the actual projects in order to provide con-
structive feedback to students. The guiding principles for a successful dialogue 
in the Team Academy approach are listening, respect, waiting and straightfor-
wardness. Figure 2 indicates these principles.  
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Figure 2: Principles for a successful dialogue in team learning 

Source: Partanen (2012). 

The tools used for learning in the Team Academy approach are learning con-
tracts (personal learning plans that are negotiated with other learners and 
coaches), training notebook (learning diary), portfolio, team training session 
(dialogue with a team), birth giving (oral and written presentation on current 
competency), 24 hours birth giving (oral and written presentation to a real-life 
customer, solving the customer’s problem within 24 hours), literature (a guide-
book, learners choose books to read), and essays (self-reflection and analysing 
ideas taken from books), reflection paper (extensive essay on a chosen theme, 
self-reflection on issues learnt), and pre-and post-Motorola (reports before and 
after a project). The cornerstones for running Team Entrepreneurship are team 
leadership, team learning and team coaching as depicted in Figure 3. 

Figure 3: Cornerstones of team entrepreneurship 

Source: Partanen (2012). 
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Consequently, up until March 2016, the Team Entrepreneur’s efforts in the 
Team Academy programme at the UoI earned a combined turnover of about 
Tshs. 9.5 million (about 4000 US$) and a net profit amounting to Tshs. 2.2 
million (a little less than 1000 US$). The students are, for instance, involved in 
the following lines of business: restaurant, poultry keeping, sunflower oil 
processing, event organizing, honey packaging, cup printing, T-shirt printing, 
and more (Sabokwigina, 2016). Note that the assessment of students using the 
Team Academy approach at UoI is contextualized to suit our environment. 

Despite the success in adopting the Team Academy philosophy at UoI, there 
are some issues, which need to be addressed in order to improve the processes. 
These issues include a limited number of coaches, limited access to finance 
team entrepreneurs, limited space for dialogue, the lack of required team 
academy books, the lack of research funds to make research on team academy 
learning processes and the lack of extensive marketing of the team academy 
concept. 

Team academy approach for cooperatives entrepreneurs 
Since cooperatives are a member-based operational model with the purpose of 
combining social and economic aims, it is technically possible to customize the 
Team Academy approach to training cooperative entrepreneurs from our 
universities. By nature, the Team Academy approach is, in fact, a cooperative 
type of business. If the Team Academy approach were adopted to train 
cooperative entrepreneurs, then students would be required to formulate a 
cooperative society as soon as they joined the university. They would be 
required to read 12–15 books per year and earn book points. They would also 
be required to write, and present orally, reflective essays on the books read and 
the practical skills acquired in running a real-life cooperative society. The 
readings and the application of the readings would support positive growth in 
cooperative student entrepreneurs, and, at the same time, this would facilitate 
the economic growth of cooperative societies in Tanzania. In addition, the 
coaches/lecturers would also be forced to read the books, which are read by 
students in order to provide meaningful feedback to cooperative entrepreneurs 
(students). Overall, the process would facilitate a positive development on the 
part of coaches/lecturers as well. 
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Concluding comments 
The efforts of the UoI to transform itself into an entrepreneurial university is a 
useful illustration of a ‘learning-by-doing’ approach to change. Many lessons 
have been learned from both success and failures experienced by the UoI. In 
concluding, we put the spotlight on the Team Academy. We believe that the 
Team Academy model has potential to become a successful and sustainable 
model for preparing graduate students for entrepreneurial tasks whether in 
existing establishments or in the creation of new ventures. The UoI has 
succeeded in adopting the Team Academy approach in teaching by learning-
by-doing. The success is evident from the ventures established by Team 
Academy students in the Iringa Region. In addition, various stakeholders’ 
interests (such as the Ministry of Education and foreign universities) in the UoI 
approach underscores the success gained in running the team academy 
approach. For instance, in 2014, the UoI was invited to share experiences with 
other universities at the National Higher Education Forum in Arusha; the same 
year UoI was invited to share its experience at the 3rd Annual Conference Uni-
versities, Entrepreneurship and Enterprise Development in Africa’ at Bonn-
Sieg University of Applied Sciences, in Rheinbach, Germany. Futher, in 2015 
UoI was invited to the UCC Conference in Ghana and in 2016 a delegation 
from the Ministries of WTC and MoESTVT visited the Team Academy and 
finally, MUST and SUZA visited the team academy at UoI in 2016. In addition, 
universities in Zimbabwe and Kenya have shown a keen interest in exchanging 
visits for knowledge sharing on the Team Academy approach. 

Indeed, the difference between Teampreneurs and students in the conven-
tional programmes in terms of confidence, communication skills, taking initia-
tives and networking abilities is clear and evident at the UoI. One HR Con-
sultant pointed out that: ‘These are the kind of guys that we have been looking 
for.’ Beldina (se Chapter 3 in this edition) argues that governments need to 
understand the complexity of entrepreneurship and experiment with different 
pedagogical approaches. The Team Academy approach can be regarded as a 
useful guide. The experience of failing in the contextualized IT programme and 
succeeding in the attempt to address entrepreneurship through the Team 
Academy approach provided a unique learning atmosphere to the UoI 
community. These experiences and realizations need to be shared among 
entrepreneurship actors. Learning-by-doing is potentially viable for student 
entrepreneurs in cooperativs. For a successful adoption of the Team Academy 
approach, the following must be considered: 
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- Full support of the Top Management 
- Full understanding and acceptance among the faculty and staff 
- Established hard and soft infrastructure 
- Dedicated management and enough coaches for the team academy 
- Persistence against odds 
- Availability of resources to run the programme 
- Support from the parents of the students 
- Protection of products and process (secrets) through patents, IPR and 

other means 

Finally, it will be necessary to study the Team Academy approach and attempt 
to operate learning-by-doing Cooperative Societies. The action-oriented 
cooperatives formulated by students will be a fertile ground to produce skilled 
and competent cooperatives entrepreneurs at our universities in the future. 
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6. Academic Education and Entrepreneurship. 
A Study of University Graduates in Moshi, Tanzania 

BLANDINA W. KORI & SAMUEL M. MAINA 

Universities are the primary creators of knowledge, which is considered the 
most important commodity of the modern business and economy (Argote and 
Ingram, 2000). Citing Lucas (1993), Gyimah-Brempong et al. (2006) note that 
the main engine of economic growth is the accumulation of human capital, of 
knowledge, and the use of dynamic talents. Consequently, the effective accu-
mulation and use of human capital may determine the standard of living of 
nations. The importance of human capital is more evident in the context of a 
business organization. For example, Ngoc (2016:1) contends that human capi-
tal and knowledge are key factors for competitiveness and growth, ‘…the suc-
cess of an organization today lies more on its intellectual-intangible asset rather 
than its physical assets.’ Nevertheless, knowledge (embodied in human capital) 
is valueless unless shared and transferred from one source to another (Ngoc, 
2016). Therefore, an effective transfer of knowledge from universities is critical 
for business development, economic growth, and society at large (Crowell, 
2006; OECD, 1996). O’Neal and Schoen (2008) noted that knowledge transfer 
can be done in many ways such as  education, collaboration in research and 
development (R&D), outreach activities, and the creation of entrepreneurial 
spin-off businesses. University graduates are key in transferring knowledge 
from universities to various sectors in society (Agarwal et al., 2004; Bercovitz 
and Feldmann, 2006). Therefore, it is important that university graduates enter 
rapidly and are integrated into the labour market. 

However, the entry and integration of university graduates into the labour 
market can be a slow and challenging process. A large proportion of university 
graduates face the risk of long-term unemployment. The ILO report of 2012 
indicated that 74.8 million youth aged 15–24 were unemployed in 2011, posing 
an urgent need of 600 million productive jobs over a decade. Estimates by the 
British Council (2014) show that the majority of the eleven million young 
people in urban areas who join the labour market annually remain without any 
meaningful occupation. University World News (2015) indicated that youth 
unemployment in Tanzania ranked second in East Africa at a rate of 61 per 
cent and with a poverty rate of 65.6 per cent. Therefore, the role of entrepre-
neurship in generating employment and self-employment has attracted much 
attention. It is important, therefore, to understand how young academics relate 
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to entrepreneurship: what are the expectations of young academics? How do 
they perceive the labour market challenges faced by graduate students? How 
do they perceive entrepreneurship (self-employment) as a career? The aim of 
the study is to gain an insight into young academics (graduates) labour market 
attitudes, expectations and career ambitions. The study can contribute to to 
our knowledge of the potential of entrepreneurship as a gateway to the labour 
market for university graduates in low income countries such as Tanzania. The 
focus is on the views and attitudes of unemployed university graduates towards 
entrepreneurship and self-employment. Entrepreneurship can contribute to 
self-employment and job-generation, economic growth, and transform 
countries from low-income into high-income service and technology-based 
societies (Naudé, 2013). It is important therefore, to understand the micro-
foundations of entrepreneurship in the country, in particular with regard to 
young academics. 

The aim of the chapter is with other words to discuss the view among uni-
versity students if they would prefer to create a new venture through self-
employment or being employed? Are there disrepencies between the objectives 
of the education policy and expections among employers as well as students of 
the outcomes of the education? The labour market is constanly changing and 
maybe the institutions of higher education cannot adapt to changes in the 
needs and demands of the labour market. The chapter also want to highlight 
whether there exist discrepancies between skills and competencies acquired at 
universities, and if graduates regard them enough for entering the labour 
market. The aim is to discuss the preferences among graduate entrepreneur-
ship students whether they consider self-employment as a career option (with 
high risks) or prefer employment. If the latter is preferred, maybe the current 
education policy, promoting entrepreneurship and self-employment, should 
be revised? The chapter is organized in the following manner: A short review 
of prior research is presented in the next section, and the methodology and the 
results are then summarized. In conclusion, the results are discussed with a 
view on policy implications and further research. 

Literature review 
The study is guided by the tenets of human capital theory (Becker, 1964; Blaug, 
1975) and perspectives on entrepreneurship. Human capital theory posits that 
individuals who possess greater knowledge and skills such as education, work 
experiences, upbringing, and various life experiences will perform better than 
others. Several researchers have studied the relationship between human capi-
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tal, for example, entrepreneurship education and entrepreneurial perform-
ance. Human capital theory distinguishes between general, for example, analy-
tical skills, and domain specific knowledge such as skills in entrepreneurship. 
The literature indicates a strong relationship between education and per-
formance (Aghion et al., 2018) such as entrepreneurship. Entrepreneurship is 
defined in various ways and the entrepreneur is ascribed a multiplicity of roles, 
including innovators, the owner of an enterprise, and a new business creator 
(Schumpeter, 1934; Kirzner, 1973; Herbért and Link, 1982). In this study, 
entrepreneurship is defined as the founding of a new business or organization. 
The links between higher education and entrepreneurial performance are not 
clear. Nonetheless, some researchers report a strong relationship between 
entrepreneurship education and training and entrepreneurship outcomes. 
Entrepreneurship is considered to be the vehicle of growth of regions, nations 
and local communities (Baptista et al., 2005). 

Prior research indicates that well-trained and educated personnel are a kind 
of human capital, which benefits the economy with improved production 
capacity and with the potential for growth and for a competitive advantage 
(Romer, 2014; Alakoç, 2014; Bloom et al., 2014; Almendarez, 2013; Boettke and 
Coyne, 2010; Benhabib and Spiegel, 1994). Furthermore, it is believed that 
good education and improved skills obtained through university training 
translate into their future prosperity. Benito-Bilbao et al. (2015) contend that 
increasing individual and collective capabilities of the actors increase the 
overall business performance. Nevertheless, a study by Conway et al. (2005) 
shows that the retention of knowledge typically takes the form of a com-
paratively short period marked by forgetting, depending on the level of educa-
tion an individual attains. Therefore, it is important that the knowledge 
acquired is rapidly put into use and the gap between formal education and 
entry into the labour market is kept as narrow as possible. If knowledge is 
shared and exchanged, it generates new knowledge and Aljanabi et al. (2014) 
suggest that for any growth of the economy, the acquired knowledge must also 
be exploited and that “knowledge transfer and/or technology transfer, should 
be at the epicentre of an engaged university’s activities in this new economy” 
(Crowel, 2006). 

There is little research on the effects of policy on job-generation in low 
income economies. Gyima-Brempong et al. (2006) studied the links between 
higher education and economic growth and concluded that most Africa 
countries have not effectively made any use of higher education for human 
capital growth. Namata (2015) reported that current policies in East Africa are 
ineffective in speeding up the creation of job opportunities in the production 
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sectors. Veugelers and Rey (2014) suggest that some university curricula dis-
play a gap between the employer needs and the skills acquired by graduates. 
The OECD (2010) and ILO (2013) also noted a mismatch of the education 
offered at African universities as an obstacle for young people in the labour 
markets. In the Republic of Kenya report for the 2014 ministerial conference 
on youth employment, Kaanes (2014) also noted that graduates do often not 
fulfil employers’ expectations. Accordingly, the problem of mismatch is a result 
of Africans remaining with colonial systems of education that do not promote 
job creation. Ponge (2013) suggests that graduates’ training should be focused 
on building a reasonable knowledge structure and an ability to increase em-
ployment specifically in business management.  

Perhaps more intriguing is the lack of interest among young people in pur-
suing self-employment. According to OECD (2015), young people prefer cor-
porate or public sector employment to entrepreneurship and self-employment. 
This lack of interest may be related to the mismatch between university 
curricula and the needs of the labour market. This view appears to be shared 
by Burdus (2010), who suggested that training in entrepreneurship could en-
hance graduates’ self-confidence such that they can develop a career in business 
start-up and development, thereby addressing the employment deficit among 
graduates. Yet, most Tanzanian universities have courses and degree pro-
grammes in entrepreneurship (Donath and Sabokwigina, 2010). This is an im-
portant observation with a view to the high level of unemployment among the 
Tanzanian youth. 

Methodology 
The participants consisted of a snowball sampling, representing the graduate 
classes of 2014/2015 from selected universities in Moshi, Tanzania. From the 
representative sample, the research acquired focus group data that assisted in 
discussions and observations. A cross-sectional design to collect data was used 
followed by three sessions of focus group discussion with different groups from 
the three universities included in the study. The data collected was analysed 
statistically using quantitative methodology through the statistical package for 
the social sciences (SPSS). The questionnaires captured major approaches for 
job creation in Tanzania. The study used basic descriptive statistics in the 
analysis. The participants in the study comprised of 68 male and 32 per cent 
female young graduates from a sample size of 100 participants from three 
different universities in Moshi, Tanzania. The majority, 61 per cent of the 
respondents, were first-degree holders from different disciplines. It was also 
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noted that the highest number, 66 per cent of the participants, were aged 
between 21–30 years. The common courses taken by the graduates were busi-
ness studies, 35 per cent, and education, 28 per cent. The remaining 37 per cent 
were from different disciplines. The tested variables included training in both 
hard and soft skills, reading practical books related to the individuals’ field, 
training in continuous research, training in critical thinking, training in crea-
tivity, training in social media and IT generally, training in how to develop a 
professional brand and not job-seeking. 

Results 
The results indicated that the participants unanimously agreed that these were 
the most required areas that would facilitate job creation. Furthermore, the 
study noted that many of the youth are willing to participate in job creation 
activities, which is important in reducing unemployment in Tanzania. The 
least preferred training from the options given was International Communica-
tion Technology (ICT) (12 per cent). The respondents believed that business 
graduates could easily secure jobs from private and public sectors. However, 
the statistics indicated that a total of 63 per cent of the participants who had 
completed their studies were unemployed, i.e. they neither worked in the 
private nor in the public sector. The young graduates, who were self-employed, 
according to the focus group, classified themselves as unemployed. The highest 
number, 62 per cent of the self-employed, considered business studies to be the 
best job creator, a result that confirms previous findings (Falco & Haywood, 
2016). 

Discussions with the focus group indicated that Tanzanian universities can 
only solve the problem of job-deficit by relating skills training to economic and 
social development and possibly making a follow up on the impact made by 
skills training and linking them to job creation. This result is similar to the 
study carried out by Burdus (2010) who suggested that training in entrepre-
neurship could enhance graduates’ self-confidence such that they can develop 
a career in business management. The study also carried out the investigation 
on the best teaching methodologies that could inculcate the zeal of initiating 
business ventures in Tanzania. The results indicated that 75 per cent of the 
participants preferred collaboration with stakeholders and taking advantage of 
opportunities to volunteer in different sectors during the training period. 75 
per cent of the participants believed that practically managed entrepreneurial 
projects during the training period could increase the initiative in an indi-
vidual, while 62 per cent of the respondents suggested that university pro-
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grammes should include courses that train students on how to draw business 
plans. 73 per cent of the participants suggested that universities should con-
tinuously do a needs assessment before deciding on the programmes to be run 
within a specified period, while 59 per cent of the participants suggested that 
universities should implement pedagogies that promote the development of 
soft skills during the training period, while partnering with primary and 
secondary schools to build management education at younger ages. The 
greatest number of the study participants, 83 per cent, and the focus groups 
preferred experiential learning opportunities such as internship and consul-
tancy during the training period.  

Against the background of low levels of employment in the private sector as 
well as self-employment among university graduates, the study set out to 
examine the reasons that graduates perceive to limit their opportunity for 
employment. The variables studied include productive and professional work-
ing relationships with colleagues, skills for supervising businesses, customer 
relations, skills in managing diverse teams, negotiation skills, and team 
management skills. The results of multiple responses show that 81 per cent of 
the participants reported that they lacked skills in strategies for developing pro-
ductive and professional working relations with colleagues, 78 per cent of the 
participants reported that the skills for properly supervising businesses were 
lacking, 74 per cent had limited skills in how to build collaboration with 
customers, 75 per cent reported that they had problems in how to work with 
diverse teams, 77 per cent lacked negotiation skills and 77 per cent did not have 
much knowledge on how to manage a team in the work place.  

The discussions with the focus groups clarified the reasons for the lack of 
management skills illustrated above. Further, the researchers set out to test 
aspects that may enhance collaboration and teamwork among new graduates, 
that is, whether the new graduates adopt action-learning processes consisting 
of setting up groups of entrepreneurs, each of whom would identify problems 
in their enterprise and work towards reducing them. The variables tested were 
identical to those investigated in the preceding section. 

To test the perceptions of self-employment, therefore, they were asked to 
give their views on their employment preferences. The results showed that 70 
per cent preferred white-collar jobs, which to them implied a higher antici-
pated salary as compared to self-employment. The results also indicated that 
74 per cent of the participants agreed that a person can earn recognition by 
getting a white-collar job, 69 per cent perceived that self-employed people must 
work really long hours in a day, and that self-employment was much riskier 
than getting a white-collar job. 64 per cent believed that being self-employed is 
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stressful, while 64 per cent regarded self-employment as low class, 64 per cent 
of the participants believed that self-employed people do shoddy jobs, 74 per 
cent believed that an individual would need a great deal of money to start a new 
business, and 78 per cent believed that a university graduate must be employed 
in a big and reputable organization. The perceptions noted are in line with the 
study carried out by the Gallup World Poll (2010), indicating that most insti-
tutes of higher education focus on government needs in their training, thus 
under-serving the private sector, which has an impact on their attitudes 
towards self-employment and open-mindedness towards entry into the labour 
market and career paths. However, this is in contrast to Falco and Haywood 
(2016) who showed that self-employment has attracted increasingly skilled 
workers.  

The respondents emphasize the importance of higher education for inno-
vation and entrepreneurship. 52 per cent of the participants believe that edu-
cation enhances innovation and critical thinking, 56 per cent agreed that it en-
hanced entrepreneurship, while 63 per cent posit that education would develop 
a passion for individuals’ future career, 59 per cent of the participants believed 
that education builds self-cultivation, and 67 per cent agreed that it enhanced 
intellectual development, which can lead to innovative ideas and personal and 
economic development. On the other hand, the focus group discussion indi-
cated that the youth prefer jobs that entail a formal employment.  

Summary of main findings 
The study identifies some important challenges in the education-labour market 
interface. First, the results indicate the existing tensions between education 
(policy) and the expectations of students as well as employers. The existence of 
tensions between higher education policy/institutions and the labour market is 
to be expected since these have different dynamics. Institutions of higher edu-
cation cannot adapt to changes in the needs and demands of the labour market 
with the same rapidity. The second gap between higher education and the ex-
pectations and hopes of students is an indication of a systemic problem. 
Second, the study shows discrepancies in the education, training and skill ac-
quisition provided by the universities for specific areas of competencies, that 
is, graduates do not perceive that they have the skills and competencies that 
equip them for the labour market challenges. Third, there are discrepancies 
with regard to the policy ambitions of increased entrepreneurship initiatives by 
graduates and their skills and attitudes towards a career as entrepreneurs. 
Graduates do not consider entrepreneurship and self-employment as a career 
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option for several reasons including low status, high risk of failure, high effort, 
and poor financial returns. Another important aspect is that graduates contend 
that they lack entrepreneurial skills such as management. This is an important 
observation against the background that Tanzanian universities offer courses 
and programmes in entrepreneurship at both graduate and post-graduate 
levels. Taken together, the study indicates several gaps in the education-labour 
market nexus that are related to policies and others that can be addressed by 
the higher education institutions. The gaps observed in entrepreneurship 
education and business creation and self-employment illustrate the latter.  

Concluding discussion 
The study presented in this chapter investigated the perceptions and attitudes 
of unemployed university graduates towards entrepreneurship as a gateway to 
the labour market. A descriptive research design was used to obtain cross-
sectional data from individuals and focus groups among graduates from three 
universities in Moshi, Tanzania. A snowball-sampling technique was em-
ployed. The findings indicated that university graduates perceived that they are 
being trained for ready employment and expected a white-collar job after 
graduation. Their attitudes towards entrepreneurship and self-employment 
were found to be negative. Interestingly, they did not consider entrepreneur-
ship and self-employment as employment. Respondents engaged in entrepre-
neurship or being self-employed considered themselves unemployed. One ex-
planation is that entrepreneurship and self-employment are considered to be 
low-status careers. As academics, university graduates expect prestigious 
white-collar jobs. Second, they consider entrepreneurship as a high-stress job 
requiring time and commitment. Furthermore, entrepreneurship is conceived 
as a high-risk investment (of time, prestige and money) with low economic and 
social returns. 

These results raise a number of important issues in terms of research in 
entrepreneurship and policy issues. For example, what courses and pro-
grammes are offered by universities (see Bukaza, et al. in this volume). More 
fundamentally, how is entrepreneurship perceived in society? How are the 
attitudes towards entrepreneurship changing? These are important issues in 
view of the need for job creation and the fact that a large proportion of 
Tanzanians are self-employed. There are many policy implications of this 
study. In terms of entrepreneurship, the main challenge is how to create condi-
tions that nurture a favourable entrepreneurial climate. It is not only opportu-
nities for financing, it can be enhancing the visibility of credible examples, 
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entrepreneurial networks, integrating entrepreneurship in the school curricu-
lum, and the like. It is important to create policy initiatives to change the entre-
preneurship attitudes and intentions of young graduates. 
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7. Social Entrepreneurship for Women’s Rights 

MALIN GAWELL 

The struggle for women’s rights has taken many forms through history. Studies 
of social and political movements in various ways helped, and still help, give us 
valuable knowledge about the processes and mechanisms that affect inequality 
as well as equality. Studies on how so-called gender contracts are constructed 
and reconstructed in different types of organizations highlight several of the 
mechanisms that influence the design of the conditions attached to female/ 
male roles (Hirdman, 1988; Ackermans & van Houten, 1992). 

Social and political movements can be seen as a context for entrepreneurial 
initiatives – that is initiatives to act intertwined with the development of 
organizational structures to support undertaken activities (Gawell, 2006). The 
distinction between what we refer to as an organization of social movements 
and social movements is difficult to draw, but it is a dynamic interplay between 
the two (Della Porta & Diani, 1999). In this chapter, entrepreneurship, and 
more specifically social entrepreneurship, is highlighted. In addition to a 
review of current theoretical discussions on social entrepreneurship, four em-
pirical examples are used as illustrative case studies. 

The analysis highlights that social entrepreneurship both challenges existing 
structures and creates new structures. It relates to the process of an interplay 
between ideas, activities and acts of organizing. It furthermore relates to indi-
viduals and organizations embedded in social movements and societal struc-
tures. The organization is created through the entrepreneurial process form of 
platforms for the specific case – but also for other contemporary or future 
actors. Social entrepreneurship concerns ideas as well as concrete actions that 
both challenge and follow norms and values, and social entrepreneurship is 
thereby both social and political. 

The role of social entrepreneurship for women's rights 
The struggle for women’s rights has taken many forms throughout history. 
Studies of social and political movements in various ways helped, and still help, 
give us valuable knowledge about the processes and mechanisms that affect 
inequality as well as equality. Studies on how so-called gender contracts are 
constructed and reconstructed in different types of organizations highlight 
several of the mechanisms that influence the design of the conditions attached 
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to female/male roles (see, for example, Hirdman, 1988 and Ackermans & van 
Houten, 1992). 

Social and political movements can be seen as contexts for entrepreneurial 
initiatives – that is initiatives to act intertwined with the development of 
organizational structures to support the undertaken activities (Spinoza, 1997; 
Gawell, 2006). The distinction between what we refer to as an organization and 
what we refer to as social movements is difficult to draw, it is rather a dynamic 
interplay between the two. The emerging form of organizing or organization is 
shaped by the nature and sustainability of the social movement. As suggested 
by Porta and Diani (1999), the emerging organization takes the form that 
serves the purpose and needs of the social movement. In this chapter, entrepre-
neurship, and more specifically social entrepreneurship, are highlighted with 
the aim to further our understanding of this interplay and to explore what dif-
ferent aspects of social entrepreneurship can mean. In addition to a review of 
current theoretical discussions on social entrepreneurship, four empirical 
examples are used as illustrative case studies.  

Social entrepreneurship 
The interest in and the understanding of social entrepreneurship have in-
creased rapidly in recent decades, partly from a broadening of the understand-
ing of small business and ‘regular’ business where social and social objectives 
could be an integral part of the business (see Johannisson & Nilsson, 1989; 
Sundin, 2009). A somewhat different stream of research that contributes to the 
field is a cooperative approach, not least the international influences on the 
development of social cooperatives, for example Italy (Borzaga & Defourney 
2001; Nyssens, 2006). There are also other streams such as the development of 
social entrepreneurship based on non-profit activities and studies of the non-
profit sector (Hisrich, Freeman, Standely, Youney & Young, 1997). Therefore, 
we can refer to different types, or versions, of social entrepreneurship with 
roots in different sectors and practices (see Gawell, Johannisson & Lundkvist, 
2009; Gawell, 2014a; Gawell & Sundin, 2014). 

The concepts of social entrepreneurship and social enterprises had not been 
extensively used until the 1990s and have since then grown in popularity in 
practice, policy as well as research (Gawell 2014a, 2015; Andersen, Gawell & 
Spear, 2016). Social entrepreneurship is an emerging research field so there 
does not yet exist any clear consensus on definitions. Instead, various dimen-
sions are studied from different perspectives. This is challenging for those who 
want to quickly gain clarity. On the other hand, it shows the complexity that 
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most of us agree that social entrepreneurship entails. It also shows a wealth of 
approaches and thus their contribution to the understanding of social commit-
ment, action and the organization of ventures – and the challenges to, which 
social entrepreneurship is trying to respond. 

Social entrepreneurship as a concrete action in everyday life 
What aspects of social entrepreneurship are then illustrated in this chapter? 
First, entrepreneurship is seen as having to do with ‘newness’, that is something 
that changes …existing structures, status quo? (Schumpeter, 1934; Shore, 1999; 
Hjorth, Johannisson & Steyaert, 2003). It may involve radical changes but for 
the vast majority it is about incremental, often minor, changes that can col-
lectively contribute to major changes in the long run even if it is mostly about 
much more modest effects (Shore, 1999). Traditionally, radical changes 
through entrepreneurship are related to technological innovation and market 
expansion. In the social sphere, it is at times difficult to identify concrete chains 
of action and effects as there are many different factors influencing develop-
ment. Some are clear and can be observed while others are far more elusive and 
can only be perceived through the interpretations of, for example, people’s 
stories (Steyaert & Hjorth, 2006). 

Entrepreneurship is also about concrete actions conducted by individuals, 
that is someone or some people ‘that do things’ and at the same time organize 
these activities. A basic argument in the field of research is that the creation of 
a new organization is an expression of entrepreneurship (Gartner, 1988). The 
new organization becomes a materialization of a process that provides institu-
tional support for activities and becomes a platform that allows for continued 
development beyond specific activities (Gawell, 2006). 

Although attention is given to individuals, they are not seen as being 
isolated from each other or other people’s thoughts and ideas (Berger & 
Luckmann, 1966; Bruner, 1990). Our identities and positions as well as our 
actions are grounded in an interaction with others through, for example, net-
works and discourses in society. Although most people tend to follow the pre-
vailing norms and values, some change tracks – at least at times. Entrepreneurs 
tend to nurse anomalies, rather than avoiding them (Spinosa et al., 1997). To 
what extent this is due to perceived opportunities or because they perceive it 
necessary to act in another way differs from case to case (Shane & 
Venkataraman, 2000; Gartner et al., 2003; Gawell, 2013). 

Despite the elusive aspects of social entrepreneurship, it is somehow 
transformed into action. It is, as expressed by Bengt Johannisson, about: 
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‘creating something new in thought, word and deed’ [author’s translation], and 
it is done in a practical way in everyday life. 

Entrepreneurship for social change 
Entrepreneurship is usually linked to the discovery and exploitation of business 
opportunities and business start-ups (Johannisson & Lindmark, 1996). Social 
entrepreneurship puts this at least partly in a different context. Action and 
dynamic changes are not necessarily about products/services or markets. 
Whatever form of expression, it does, however, have something to do with 
people and people’s lives – both in real living conditions and/or symbolically 
related to the perception of ourselves and each other (see, for example, Spinosa, 
Flores & Dreyfus, 1997; Gawell, 2006). 

Social entrepreneurship is basically a social involvement combined with 
some type of entrepreneurial behaviour (Gawell, 2008) and the entrepreneurial 
conduct means a quest for some kind of novelty and changing dynamics. Social 
entrepreneurship is thus about entrepreneurship for social change. And even 
if a commercially oriented entrepreneurship can also lead to major social 
changes both in terms of changes in behaviour as a consequence of new pro-
duct patterns, new consumption patterns or the like, I consider social change 
to be the most central issue as both means and ends in social entrepreneurship. 
This will be further illustrated in the empirical examples. 

Illustrative examples 
This chapter refers to four different examples of social entrepreneurship that 
are in various ways related to women’s rights. They are selected out of many 
possible examples that are more or less known to the general public in Sweden 
and also internationally. The four examples are furthermore chosen because 
they reflect a historical development as well as different approaches to the topic 
of women’s human rights and can thus serve as a basis for a reflective 
discussion. As we will see, there are also some connections between the cases. 
The information accounted for below is taken from the organizations’ websites 
and complemented with interviews. References to personal aspects are based 
on published information. The first case takes us back in history, to a time when 
women’s lives in Sweden were restricted in many ways. The organization is still 
relevant, however, and at times – still provocative. 
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A struggle for the right to education and planned parenthood 
‘I dream of the day when all new-born children are welcome, all men and 
women are equal and sexuality is an expression of intimacy, tenderness and 
pleasure.’ These words come from Elise Ottesen-Jensen also called ‘Ottar’, who 
started the ’National Association for Sexuality Education’ (RFSU) in Sweden in 
1933 (RFSU, 2016). The right to an education on sexuality and health, planned 
parenthood as well as equality more generally were some of the questions that 
Ottar and her colleagues fought for. Some of their topics were more or less 
banned in Sweden in the 1930s. They engaged in debates, they also provided 
education and services. Furthermore, they engaged in building an organiza-
tion. The organization grew and formed a platform for engagement and action. 
To finance their controversial activities, they formed a business that produced 
and sold condoms. Even today RFSU Ltd. is the largest source of funding for 
the non-profit organization RFSU, which means that they have financial 
resources and thus a significant independence from donors. 

In the early phases, RFSU ran its struggle for enlightenment, justice and 
change against a strong resistance – even against the law. But eventually 
changes occurred in practices as well as institutionally, for example in changes 
of laws. In 1938, contraception was permitted and in 1955, sexuality education 
became a compulsory subject in Swedish schools. RFSU was not alone, but it 
constituted a strong force in this development. In 1952, Ottar co-founded the 
International Planned Parenthood Federation that consists of 165 organiza-
tions across the world that continue the struggle for human rights and health 
for women and children. 

A struggle for women’s right to protection 
against domestic violence 

Despite the Swedish legislation prohibiting a husband to violate his wife, which 
has existed since 1864, the phenomenon still exists. During the 1970s, more 
formally organized activities to provide protection and support for women and 
their children affected by domestic violence emerged. The first women’s shelt-
ers started already in 1914 but the modern kind of a ‘women house’ was 
launched in 1979. During the 1980s and 1990s, they grew in numbers and in 
1984 the National Organization for Women’s and Girls’ Shelters in Sweden was 
founded (ROKS, 2016), and in 1996, the Swedish National Association of 
Women, nowadays Unizon, was founded (Unizon, 2016). 

The vision that shelters communicate is an equal society free from violence. 
They see violence against women as an expression of a structural problem 
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caused by inequality. This can only be changed, they argue, by a changed view 
of the feminine and masculine influence on how we perceive ourselves as men 
and women (Women’s Shelter, 2011). Today, there are some 160 shelters in 
Sweden largely run by volunteers although some public funding is available. 

On an every-day basis, volunteers and some staff act for other women. They 
organize and build organizations to support the cause. Part of their activities is 
more or less hidden due to the security of the women seeking protection. But 
they also engage in the public debate based on experiences and knowledge from 
their every-day work. At times, they are also seen as provocative since they 
address issues that challenge values of human rights that are cherished in 
Swedish society. 

A struggle for African women’s rights 
in Sweden and Eastern Congo 

Jeanne was born in the Congo in the 1970s and came to Sweden in the early 
1990s. In parallel to becoming established in Sweden, she dedicated herself to 
support immigrant women from African countries. This involvement created 
networks and a foundation for an organizational platform, making other acti-
vities possible. Several initiatives eventually led to a collaboration with RFSU 
(the first case presented above) and a project aiming at helping women in 
Eastern Congo that had been victims of war and sexual violence in different 
ways. The project was extended and was followed by several others in the same 
or a similar framework. 

Cooperation with other organizations in Sweden and Congo has been 
further developed and is now a platform for further collaboration and access to 
institutional resources combined with access to women in Sweden and dif-
ferent African countries, not the least a Congolese diaspora. What once began 
as a single project has now led to many years of cooperation with RFSU and 
other organizations in Sweden, Congo, and other African countries as well as 
international organizations working in this field (ASOV, 2016). 

A struggle for women in and through urban music 
Vanessa was born in Sweden in the 1980s and has had an interest in discussions 
and words since her childhood. During her adolescence, this interest was com-
bined with an interest in hip-hop and other types of urban music. When it was 
time to choose a focus for post-secondary education, the choice fell on a pro-
gramme in rhetoric at Södertörn University. In her thesis, she analysed female 
rappers’ strategies to ‘get around’ in the male-dominated hip-hop sphere. Her 
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thesis was to provide a basis for a blog under the name ‘Femtastic’. Together 
with other women in the urban music industry, she also organized a big party 
with female musicians, DJ, producers and organizers. 

The network was then further developed and turned into a feminist 
cooperative, which was also named ‘Femtastic’ where several of Sweden’s most 
prominent women in urban music are active (Femtastic, 2016). They are visible 
through music release, clubs and parties. They  want to have  fun, help  each  
other in their professions as well as take a place in society and work together 
for structural change – for example, by starting and engaging in campaigns 
against violence in contemporary Swedish society (Fatta, 2016). 

Social entrepreneurship both challenges and creates structures 
The illustrative cases show examples of social entrepreneurship that challenge 
prevailing structures but also help create partly new structures in society. In 
this section, a discussion follows, which first relates to the ideas, activities and 
the organization. This is followed by a section focusing on the interaction 
between individuals, organizations and social movements, which finally con-
nects to a discussion on service, mobilization and voice. 

The short examples illustrate how some ideas have laid the basis for actual 
and specific activities and show that social entrepreneurship can take many 
different forms. At a general level, the ideas are very similar – to fight for 
respect, equality and freedom for all women (and men). But on the other hand, 
the cases relate to different contexts and take somewhat different forms. In 
these cases, it has been about the right to intimate relationships, protection 
from domestic violence, fundamental human rights and, finally, the right to be 
respected and recognized in an emerging cultural profession. Furthermore, the 
ideas have been expressed in very concrete action such as the arrangement of 
meetings, in debates, and in network contacts. 

Organizations have emerged through the organizing of activities – long 
before what we normally refer to as an organization has been identified. These 
organizations show a reasonable picture of what is done and how it is shared. 
Even though the research has revealed that participants do not necessarily 
share the same objectives, the organization creates a notion to relate to a com-
mon mean that gradually leads to shared aims (Weick, 1979, 1995). 

Social entrepreneurship is based on a combination of needs, perceived ne-
cessities, and opportunities to mobilize (Gawell, 2014a, 2016). From what 
Sarasvathy (2001) refers to as effectuation, a logic that entrepreneurs use to 
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manage decision-making under uncertainty, social entrepreneurs manage a 
process of emergence despite an uncertainty of what is possible. 

Individuals, organizations and social movements 
In any case, it seems clear that there has been, and is, a deep personal com-
mitment to the issues at stake. The texts of Ottar do, for example, describe how 
a sister had to leave a child for adoption due to what at that time was perceived 
as an ‘inappropriate’ pregnancy and then suffered mental illness and died 
shortly thereafter. Even in the other cases there are clear personal impressions 
of individuals’ own experiences and/or experiences of relatives who have been 
affected. These experiences have most likely contributed to the identification 
of and the commitment to dealing with anomalies or maybe rather dealing with 
norms (although illegal but still existing) of society that have a negative impact 
on women. They have focused on the ‘problems’ and considered that it was 
necessary to do something about them. 

These social entrepreneurs have been far from isolated from other people’s 
experiences. And society at large has not been totally resistant to these ideas – 
although provoked. Around the issues at stake, there have been social move-
ments in society that, despite the opposition from strong interest groups, 
enabled the behavioural change and the emergence of the platforms that the 
entrepreneurs created. Social movements are difficult to concretely identify 
and delineate in time and place. However, they leave a footprint of individual 
and organizational acts and can thus be traced through discourses (Melucci, 
1991; Thorn, 1997). It is possible to see clear links between the illustrative cases 
and humanism and social liberalism just to mention a few social movements 
in, which a clear position has been taken for freedom, equality and rights, 
which have had influences in the Swedish context.  

Through social entrepreneurship, organizations have been formed, which, 
in turn, created platforms for others as they consolidated ideas and served as 
an institutional reference for others to relate to. They are formed as a distinctive 
sphere and part of a sector with similar objectives – but in slightly different 
ways. 

Services, mobilization, and voice 
The concrete action to educate, to protect, to provide support and to organize 
music clubs can be seen as services with a social purpose and content. At least 
part of the activities highlighted as examples in this chapter are statistically 
categorized just as social services. But the initiatives are much more than 
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services offered on a market. They also involve the development of ideas and 
the mobilization of people who take these ideas further in their networks and 
in their various works. Social entrepreneurship is a mobilizing dimension 
(Gawell, 2006; Gawell et al., 2009) that extends over time and space through 
ideas that sometimes even travel worldwide (Sevon & Czarniawska, 2005). 

The mobilizing and advocacy aspects of social entrepreneurship are linked 
to a discussion of civil society’s role as a voice in society, influencing practices 
as well as policies and legislation. In the case of RFSU, contraceptive counsell-
ing was not initially in accordance with the law. Political actors who had ideas 
in line with the RFSU positions at this time were considered radical. Associa-
tions of women’s shelters have worked actively to influence both the public 
opinion and political decisions. For example, they promoted a re-classification 
of severe violation of women so that it came to fall under public prosecution 
and include a child perspective in public routines related to domestic violence. 

The interaction between the different contexts is made clear in the example 
of the efforts of the African women’s rights in Sweden and Eastern Congo 
where women’s issues in the two countries differ in many ways. The ideas of 
fundamental human rights go beyond borders, and the struggle is global but 
with regional and local differences. 

Social entrepreneurship is social and political  
– concluding remark 

Although the illustrative examples can in different ways be seen as radical, 
especially the founding of RFSU challenged the prevailing norms and legis-
lation, they all emerged and exist in a relatively favourable environment where 
freedom of speech has a long tradition (Freedom of the Press was passed in a 
first version in 1766). All cases were also founded during the periods, which 
can be characterized by the emergence and maturity of the modern Swedish 
welfare society where equality and well-being are highlighted. 

The illustrative cases have also emerged in a time and context when and 
where it has been possible to mobilize resources in terms of people and 
funding. The latter, however, is a constant battle especially in areas that require 
comprehensive long-term work. The case of women’s shelters and also the 
initiative to support vulnerable women in Eastern Congo are the examples that 
best illustrate this. In these examples, RFSU is a pure commercial activity of 
selling condoms, making it possible to act – also independent of grants. The 
feminist cooperative ‘Femtastic’ combines commercial activities that mainly go 
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to female artists in urban music, with different types of grants for their social 
activities. 

As noted, these examples of social entrepreneurship for women’s rights are 
taken from Sweden and during the surge and maturity of the Swedish welfare 
state, and it is, of course, difficult to compare with other regions. However, 
considering that the welfare state in Sweden has improved the protection of 
women in general and implemented a far-reaching legislation against domestic 
violence, for instance, this has not been enough to eradicate this bad social 
norm in society. The examples from Sweden, on the other hand, demonstrate 
that regardless of the context, it is possible to push changes through individual 
commitments that in some cases can be turned into social entrepreneurship. 

Social entrepreneurship, where social engagement is combined with entre-
preneurial action, has a social purpose, a social construction as well as social 
consequences. It concerns social thoughts and concrete action as well as influ-
ences norms and institutional structures that have a controlling effect on 
people’s lives. This means, as also noted earlier by among others Gawell (2006, 
2014b), that social entrepreneurship is both social and political. 
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8. 
Collective Ownership in Sweden 

– The State, Privatization and Entrepreneurship 

KARL GRATZER, MIKAEL LÖNNBORG & MIKAEL OLSSON 

Privatisation has been a topical issue in many countries from the late 20th 
century onwards. Also in Sweden this discourse turned into policy in the very 
late 20th and early 21st century. A question seldom asked though is why did 
state ownership of firms emerge in Sweden to begin with? Also, a relative 
latecomer to the era of privatisations - what external influences may have had 
an impact on Swedish privatisation policy - and how did this policy evolve in 
practice? These are questions that are approached in this chapter that aims to 
give an overview of discourse and policy with regard to industrial ownership 
in Sweden from the 19th century onwards. 

It can be noted that research on state-ownership of firms has been an 
important subject for a long period of time in an international perspective and 
that the interest in this in Sweden has been clearly emphasized since the non-
socialist government (the so-called centre-right alliance) took office in 2006 
(and was voted out in 2014). The government of 2006 questioned the extent of 
the state control of firms and began a process aiming at considerably reducing 
state ownership (Jordahl, 2008). Initially, the ambitions caused limited debate 
and plans to privatixe seemed to be on track with only some to-be-expected 
criticism from the social democratic opposition. Serious setbacks nevertheless 
evolved when irregularities within the private financial company Carnegie 
chosen to aid in the privatisation process, were publicized. These scandals 
coincided with onset of the 2008-09 global financial crisis and corresponding 
steep declines on the Stockholm Stock Exchange. Taken together these factors 
meant that the domestic debate about the virtues of privatizations took off 
anew and the end result was that plans for sell-offs never materialised accord-
ing to plan. 

Albeit never fully realised there were a number of things that stood out 
about the Swedish privatisation plans. Whereas in many other countries 
similar agendas had been introduced touting their potential economic and 
societal benefits in Sweden it was stated that: ‘market analysts do not expect any 
large changes in the currently state-owned companies when the government 
privatizes Swedish assets’ (Svenska Dagbladet, November 7 2006). Considering 
that privatizations outside Sweden often been argued with reference to their 
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potential leverage for society and firms, for example in Britain in the 1980s and 
in particular after the fall of communism in Eastern Europe, this seems to be a 
strange way of arguing for a privatization programme. Furthermore, the quote 
can also be interpreted as the decision to privatize considerable state assets 
being considered as instrumental and uncontroversial. There seems to be a 
consensus behind the government standpoint in its bill to Swedish Parliament 
where it was stated that (Government Bill 2006/07:57): ‘the government 
considers that when preparing this issue, it is not necessary to collect statements 
from government authorities, associations and individuals’ [authors’ trans-
lation]. 

The aim of this chapter is an analysis of the emergence of state ownership 
and privatization waves in Sweden with international experiences and insights 
as starting point. The extensive privatizations that took place in Central and 
Eastern Europe in the 1990s and the experiences of these countries as concerns 
the advantages and disadvantages of the various methods of privatization have 
been considered in particular (Frydman et al., 1996; Olsson, 1999; Appel, 
2004). In this way, a change of perspectives is suggested within what has come 
to be called: ‘transition economics’. Previous research has implicitly or 
explicitly analysed the economic transformation in Eastern Europe with 
experience from Western Europe as the starting point (Blanchard, 1999; 
Schleifer & Treisman, 2000; Åslund, 2002). However, experience from 
privatization programmes in Eastern Europe as concerns different procedures 
for transformation of ownership and their outcome can provide us with a new 
perspective on privatization in Sweden (Olsson, Lönnborg & Rafferty, 2019). 

It can also be emphasized that there is a domestic experience of privatiza-
tions that has not been given any particular attention. In Sweden, extensive 
privatizations of state assets were carried out at the end of the 1980s and the 
beginning of the 1990s. However, there are no indications of experience from 
these transactions having served as guidelines for recent privatizations. 

There are still extensive gaps of knowledge in the research on state owner-
ship of firms and privatization in Sweden, mainly when considering that 
neither the emergence of this ownership nor the ensuing privatizations has 
been analysed from an explicitly comparative perspective. Those studies that 
have been carried out have often taken the singular perspective; this applies 
both to the type of studies of firms that have been carried out by individual 
firms and those (relatively few) that have tried to consider the development in 
Sweden as a whole (Waara, 1980; Anell, 1992; Berg, 1999). In most cases, these 
have been studies where these processes have been considered as ‘something 
unique’. By putting state ownership of firms and privatization in a historical 
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and international perspective, we can now increase the knowledge on this 
important feature of the economy. 

There are still a large number of important questions that remain unans-
wered as concerns the privatizations that were carried out in Sweden in the 
1980s and 1990s. One of the most important questions is how the privatizations 
were carried out in practice. Was there an element in the privatizations, which 
makes it possible to talk about a specific ‘Swedish’ privatization model in the 
same way as one talks about the ‘Czech’ or ‘Russian’ privatization? In this 
context, it can be mentioned that a relatively unanimous conclusion from 
international research is that transparency in decision-making and procedure 
is of utmost importance for a successful privatization process. How do the 
privatizations in Sweden appear from this perspective? What results were 
targeted in connection with the privatizations and what was the outcome in 
practice? In order to analyse these questions, there is a focus on two aspects, 
namely ‘process’, i.e. the actual implementation of the changes and ‘discourse’, 
i.e. the general discussion and debate that are related to the changes. The 
answers will hopefully not only throw some new light on a formative period for 
Swedish economic development. They might also have a certain policy rele-
vance considering that Sweden is currently in a new stage of privatization, 
while the international financial crisis has once more brought the role of the 
state as an owner of firms to the forefront. 

The aim of the chapter is to highlight the ownership structure in Sweden 
and explain why the state became a dominant owner of the industry before and 
after World War II, and why this was questioned and started to be dismantled 
in the 1990s? In relation to the theme of this volume, we want to address the 
issue whether state ownership can be regarded as a collective form of owner-
ship with reference to cooperatives? In addition, the chapter also aims to 
explore whether the privatization processes were an entrepreneurial venture 
specific for Sweden or merely inspired by privatization conducted for instance 
in western Europe, North and South America, Asia and particular in eastern 
Europe after the fall of the Berlin Wall? The development of the Swedish state 
ownership has a long history and making sense of this process requires a wider 
historical context. 

Background and questions 
In an international perspective, the 1980s was a period when questions of 
ownership re-emerged on the political agenda. The privatizations that were 
launched under the Thatcher regime in Britain constituted the starting point 
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of this trend (Vickers & Yarrow, 1988; Clifton et al., 2003, 2007; Mayer, 2006). 
Furthermore, this period coincided with an upswing for a more liberal eco-
nomic policy with the US and the so-called Reaganomics as the most important 
example (Collins, 2007; Weizsäcker, 2006). In theory, there was a paradigm 
shift, from Keynesianism that was mainly discredited by the problem of stag-
flation to views and monetary explanatory models that are more inspired by 
Schumpeter and ‘monetarism’ (Carayannis & Ziemnowicz, 2007; Jessop, 
1992). The ‘property-right-school’ also re-emerged as an important theoretical 
starting point in order to thus be able to explain the importance of private 
ownership for economic growth (Pejovich, 1990; Barzel, 2002). After the fall of 
the Berlin wall in 1989, these ideas started to spread towards the East. As a con-
sequence, the 1990s became the arena for large-scale economic experiments 
and also came to constitute the arena for the most extensive and swift privati-
zations of public ownership that have ever occurred. Within the course of a few 
years, public ownership was privatized to an extent that corresponded to more 
than 50 per cent of GDP. This can be compared to the renowned privatizations 
by the Thatcher regime between 1979 and 1987 that only amounted to about 
four per cent of GDP (Parker, 2006). Ownership and privatization thus came 
to be among those questions that were mostly subjected to international debate 
in both the 1980s and the 1990s. 

There were different courses of action and different outcomes for the vari-
ous privatization programmes in Eastern Europe, but there were certain com-
mon denominators that had been shown in earlier studies. An important area 
for knowledge gained from these privatizations concerned the more or less 
explicit ‘trade-offs’ between the aims of the privatizations and the various 
methods (World Bank, 1996). The different national governments in the 
former communist economies often had to make difficult political decisions in 
connection with the privatizations. For example, there was often a contra-
diction between aspects of fairness and distribution on the one hand and the 
speed of the implementation on the other. In the same way, it often appeared 
that demands for restructuring were not always compatible with the aim of 
maximum income for the public treasury. Another conflict of aims that often 
emerged concerned whether to give priority to efficient corporate governance 
or swift privatizations? Different national ways of giving priority to different 
aims resulted in a more extensive knowledge of the complex processes that are 
involved in this kind of large-scale restructuring of ownership. Such knowledge 
has been that a privatization in itself seldom constitutes a miraculous treatment 
– the results are instead largely dependent on the institutional surroundings of 
the process, for example as concerns the competitive situation, legislations and 
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government actions. Another such lesson that has gained widespread accept-
ance – and that is closely related to the actions of the respective government 
and authority – is that transparency is important in order to create support for 
the processes among citizens and prevent suspicions about or undermine 
corruption. However, this conclusion is not new and was pointed out already 
at the beginning of the twentieth century by Brandeis (1914) in the following 
way: ‘Publicity is justly commended for social and industrial diseases. Sunlight is 
said to be the best of disinfectants; electric light the most efficient policeman…’ 

What then happened in Sweden at that time? Was Sweden influenced by 
the international trend? From both a political and an academic perspective, the 
debate in Sweden on the importance of ownership has been relatively limited. 
Many debaters have pointed out that private property and ownership have 
traditionally had a very weak position in Sweden (Berggren & Karlson, 2005). 
The debate on the role of ownership has also been limited and it has been 
difficult to discern any clear political dividing line between the right and the 
left. On the contrary, there seems to be a paradox between ideology and politics 
in practice. In the 1960s, for example, the Social Democrats propagated for 
nationalizing part of the industry as a means of improving efficiency and 
strengthening – as it was said – democracy but, in practice, very few nationali-
zations were carried out. In contrast, it was the non-socialist three-party 
government, that after 44 years of social democratic hegemony won the elec-
tion in 1976 – and ideological opponents to nationalization – that nationalized 
a large number of companies in the 1970s due to the industrial crisis (Waara, 
1980). This contradictory situation also concerned the partial liquidation of 
state assets. Social democratic governments in the 1990s sold assets amounting 
to the value of 160 billion SEK (these had, however, been initiated by the non-
socialist government in 1992; see further below). In those privatizations that 
were proposed by the non-socialist government alliance in 2006, there is a clear 
connection between views and policies in practice. Despite this, the privati-
zations in the 2000s, which were estimated at about SEK 150 billion, amount 
to less than the previous privatizations by the social democratic government 
(Government Bill 2006/07:57). 

In connection with the proposed change in ownership, there was no funda-
mental debate on the pros and cons of earlier privatizations in Sweden or 
experiences from the former planning economies. In fact, since 2006, the word 
privatization seems to carry a stigma; something that can partly explain the new 
term ‘sales of state assets’, but Swedish governments (independent of political 
block) have not initiated any ideological or economic debate on the importance 
and design of ownership. Moreover, there has not been any specific debate on 
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BEYOND BORDERS 

different methods for carrying out the transactions in practice. This can also be 
expressed as what courses of action give the highest gains for the economy 
while also creating the best conditions for the firms to survive in the long run. 

The overall aim of the chapter is to analyse two Swedish stages of privatiza-
tion by making an explicit comparison to the insights and models that have 
emerged in connection with the privatizations in Eastern Europe. An example 
of such insights is, among other things, that an important condition for a suc-
cessful privatization is that there are specific aims (economic, political or ideo-
logical) in the process but also that the implementation is conducted with clear 
rules and a transparent process. It is of particular interest to analyse Swedish 
privatizations from this perspective. 

The chapter is organized as follows: Initially the emergence of state owner-
ship in Sweden is analysed and focuses on the reasons for the emergence of 
state ownership and puts them into perspective with reasons given for privati-
zation. The following part deals with the first more coherent stage of privatiz-
ation in Sweden, a stage, which was contemporary with the British and Eastern 
European efforts at privatization, at least in time. Thereafter the chapter high-
lights the privatizations initiated in 2006 by the new non-socialist government 
and finally there is a conclusion. 

The emergence of state ownership in Sweden 
Why did the Swedish government become the largest individual owner of 
corporations in the country? This was expressed in the following way by the 
social democratic government in 2005 (Statens ägarpolitik, 2005:2): 

The Swedish government is the largest owner of firms in Sweden. 
57 companies/groups of companies and public enterprises, 43 of, 
which are entirely state-owned and 14 are jointly owned with 
others, are administered by the Swedish Cabinet Office and the 
Ministries. In total, about 200,000 people are employed in these 
companies. The Swedish government is also the largest owner on 
the Stockholm Stock Exchange. [authors’ translation]. 

During the entire twentieth century, there have been several political argu-
ments for an increase or a reduction in government influence, respectively, 
through ownership in business life. An example of this was the establishment 
of the Nationalization Committee (Socialiseringsnämnden) in the 1920s, the 
debate on economic planning in the 1940s and the debate on wage earners’ 
investment funds in the 1970s and 1980s (to, which we will return). However, 
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8. COLLECTIVE OWNERSHIP IN SWEDEN 

there is no clear evidence of there only being political explanations for the 
public ownership of firms (Lewin, 1967; Åsard, 1985; Grip, 1987; Stråth, 
1998; Larsson et al., 2005; Larsson & Lönnborg, 2009, 2016). Rather, it seems 
as if a number of other – non-political – forces have interacted to initiate the 
emergence of an extensive governmental ownership of companies. These 
driving forces could be summarized as natural monopolies; high investment 
costs, military, military emergency- and infrastructural reasons; and, last but 
not least, economic crises where the government has acted as the ‘owner of 
last resort’. 

The organization of state ownership has been divided into public enter-
prises and joint-stock companies. The oldest public enterprise is Postverket 
(the Swedish Postal Services), which was established in the seventeenth century 
and, which became a fiscal matter for the government at the end of the nine-
teenth century and thus, was confirmed as a natural monopoly. However, it 
should be emphasized that the so-called natural monopolies have not always 
been considered to be very natural, of, which both telephony and railways are 
obvious examples. Both sectors did initially emerge as a combination of private 
and public initiatives. In the 1850s, Swedish Parliament decided that the main 
railway lines were to be administered by the state, while minor branch lines 
were assigned to private interests. The nationalization of private railway 
companies mainly took off due to the financial crisis in 1878/79, where for 
example A. O. Wallenberg – founder of the Wallenberg sphere – argued in 
Swedish Parliament that the government should take over the ownership of 
railway companies that were threatened (Oredsson, 1967; Boksjö & Lönnborg-
Andersson, 1994; Nilsson, 2005). There was a continuous increase in state 
ownership over time. In particular in the 1920s and 1930s, additional private 
companies were nationalized due to financial crises and finally, in 1939, 
Swedish Parliament decided on a total nationalization of the Swedish railroad 
network (Andersson-Skog, 1993). 

Televerket (the Swedish Telecommunications Administration) was estab-
lished in 1856 (under the name of Telegrafstyrelsen ‘the Telegraph Agency’), 
three years after the first telegraph line started running. For political and 
military reasons, but also due to considerable investment costs, the telegraph 
only became a state concern. The situation was different when it came to the 
emergence of telephony, however. At the beginning of the 1880s, the telephone 
network started to grow in Sweden, initially with the aid of US-owned 
Stockholm Bell. A domestic private joint stock company, Allmänna Bolaget, 
was constructed in reaction to this. At the same time, local economic organi-
zations – often organized as friendly societies – started to spread telephony in 
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the countryside. In addition, the governmental body Telegrafverket (The 
Telegraph Service) was given the possibility of running telephone operations 
by the Swedish Parliament. At the end of the 1880s, the expansion of a 
countrywide telephone network started and Telegrafverket acquired most 
networks outside Stockholm. In 1907, there was a merger between the private 
companies Bell and Allmänna Bolaget, mainly as a strategy to increase their 
competitiveness towards the government. For another 11 years, private agents 
succeeded in carrying out their operations but in 1918, the telephone network 
became an entirely state-owned project (Waara, 1980:116ff; Andersson-Skog, 
2004: 13–26). However, it was not until the end of the 1980s that this state 
monopoly was seriously questioned. 

The establishment of the first public joint-stock company, the mining 
corporation LKAB, shows another interesting aspect of how public and private 
ownership have served to complement each other. Private agents formed the 
company in 1890 but, due to financial problems, the corporation was taken 
over by Trafik AB Grängesberg in 1903 and in 1907, the state acquired half of 
the capital stock value. An important reason for the cooperation between the 
state and the industry was that the Swedish iron ore-fields were partly con-
trolled by foreign interests (mainly British interests) and the project explicitly 
aimed at ensuring the supply of iron-ore to the Swedish industry and thus, it 
was part of the government economic policy. Stockholms Enskilda Bank – the 
Wallenberg sphere – was, however, the architect of the cooperation. It con-
sidered that the government should take on an ownership responsibility in 
order to decrease the financial commitments of private agents (Waara, 
1980:33). In 1957, there was an increase in the government ownership share to 
96 per cent and from 1976 and onwards, LKAB was an entirely state-owned 
project (Bergström, 2009). 

Thus, it can be established that limited government resources lead to 
capital-intensive investments being made in cooperation with private agents in 
the case of railways and telephony, while the case of LKAB shows that the 
financial capacity of private agents was sometimes limited. These cases clearly 
show that there has been a considerable change in the view on ‘natural mono-
polies’ over time. Another interesting aspect was that private agents wanted to 
transfer the responsibility for long-term investments to the government, which 
clearly shows that the government has not always been the driving force for 
extending its ownership of firms. 

An important factor that has affected the state-ownership of firms has been 
rescue actions in connection with economic crises. This was, for example, the 
case for the state-ownership of banks that emerged in connection with the 
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8. COLLECTIVE OWNERSHIP IN SWEDEN 

financial crisis in the 1920s, when several banks suffered considerable credit 
losses. In order to stabilize the financial market, a bank support committee 
(Kreditkassan af år 1922) was established in cooperation with the five largest 
commercial banks and the Swedish Riksbank. Several banks had to be recon-
structed with the aid of Kreditkassan, which finally lead to a governmental 
takeover of Svenska Lantmännens Bank (1923) and Nordiska Handelsbanken 
(1925). Both of these were incorporated with Sveriges Kreditbank in 1950, 
which was established by the government. After several reorganizations and 
acquisitions, it became the state-owned PK-banken and later on Nordbanken 
and finally Nordea (a company to, which we will return later) (Östlind, 1945; 
Samuelsson, 1978; Eliasson & Larsson, 2002; Lönnborg et al., 2011; Larsson & 
Lönnborg, 2014). 

The breakthrough of the Social Democratic Party in the political area also 
came to affect the debate on state-ownership. The first pure social democratic 
government in 1920 appointed the so-called Nationalization Committee, 
which was to make suggestions for nationalizations of firms or even entire 
branches of business in those cases where nationalization could improve 
efficiency. However, it can be noted that the committee did not suggest a single 
nationalization and it was liquidated in the 1930s (Lewin, 1967). 

During and in particular after World War II, a political debate emerged on 
an increase in state ownership. Before the electoral campaign in 1944, the Social 
Democrats presented the so-called ‘post war programme of the labour move-
ment’ in order to rationalize the economy and make it more efficient. Among 
other things, it was suggested that life insurance companies were to be 
nationalized in order to rationalize that line of business, but also to increase the 
state control of the capital market. Not in this case either did the measures lead 
to any nationalization driven by politics (Larsson et al., 2005; Grip, 1987).  

However, there were clear political decisions on increasing the state 
ownership of firms. An example of this was the decision taken at the party con-
gress of the Social Democrats in 1968, where the long-term aim was said to be 
that 25 per cent of private industry were to be controlled by the government. 
The irony of this is that the nationalizations of the 1960s were not primarily 
driven by politics or ideology but rather primarily by market failures and/or 
attempts at adapting already existing operations in the public sector by 
rationalizing and making things more efficient. Uddevallavarvet (shipyard) 
was nationalized in 1963, but as a solution to avoid unemployment. This was 
another collaboration between the government and the private company 
Eriksberg (however, as is well-known, the entire shipbuilding industry was 
nationalized at a later stage). Another example of nationalizations in that year 
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was that of AB Svensk Bilprovning in order to increase road safety and intro-
duce national standards for this. An important area was the production of 
pharmaceuticals and in 1969, the medical companies Kabi and Vitrum were 
taken over by the government (and became part of Pharmacia that was pri-
vatized in the 1990s, and later merged with foreign medical corporations). 
However, in neither case did politics or policymaking have any significant 
influence on the events. 

In 1964, Allmänna Bevaknings AB (ABAB, security company) was estab-
lished with the intention to both rationalize state surveillance and avoid that 
private firms get an insight into military establishments – but also to increase 
the competition on a market dominated by one single company (Gratzer & 
Lönnborg, forthcoming). Also other public joint-stock companies were estab-
lished in the mid 1960s, which mainly concerned subsidiaries of public enter-
prises, for example Telefabrikation  (Televerket), Telub and SMT Machine 
(FFV, the defence industry) and Allmänna Förlaget and Svenska Utbildnings-
förlaget (publishing houses) (Waara, 1980: 154ff). 

Nationalizations based on ideology continued to be conspicuous by their 
absence, however. But the forms for administering public ownership were 
changed, partly due to the establishment of a new governmental body, the 
Ministry of Industry (1969) with the aim of coordinating ownership, and partly 
due to the establishment of the holding company Statsföretag AB (1970) in 
order to facilitate the governance of state-owned firms. 

AB Statsföretag was thus established in 1970 as a holding corporation of the 
Ministry of Industry (Krister Wickman was the Minister of Industry). At the 
outset, 22 companies were taken over from the government, which, in turn, 
also meant a large number of subsidiaries. The overall aims of the company 
were to ‘subject to requirements for profitability achieve the largest possible 
expansion’ [authors’ translation] and coordinate an increasingly extensive 
state-ownership of firms. The so-called ‘house of Wickman’ consisted of 
several public enterprises, for example the energy company Vattenfall and the 
forestry company Domänverket. The public enterprises had a turnover of SEK 
1.6 billion in 1968 and the number of employees amounted to 24,500. 

When the non-socialist three-party government had taken office in 1976, 
there was a strong expansion in state ownership, in particular due to the 
structural crises within the ship building-, textile- and steel industries. In order 
to protect employment (in particular in sparsely populated areas), there was no 
other possibility than to acquire firms where the private owners had no 
possibility to implement extensive investments and reconstructions. By conse-
quence, in 1978, Statsföretag consisted of 142 companies, which meant a 
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8. COLLECTIVE OWNERSHIP IN SWEDEN 

doubling of the number of corporations in eight years (Henning, 1974; SOU 
1978:85). The government thus became an ‘owner-of-last-resort’ in that sense. 
At the same time, the criticism grew against the inefficiency within the public 
sector in the 1970s, but not until the 1980s was a more marked-oriented evalu-
ation of the operation of the firms implemented. This change in the view of 
state-owned firms did finally result in the first stage of Swedish privatization. 

Privatizations in the 1980s and 1990s 
The 1980s were a paradoxical period for state ownership. For one thing, the 
state-ownership of firms reached an absolute peak with a total of 250,000 em-
ployees. However, criticism also arose against the insufficient efficiency within 
a large number of firms (Carlsson, 1988). This was also a period when swift 
organizational changes in state-ownership were carried out. Statsföretag (The 
Swedish State Hold Company) was restructured and introduced on the 
Swedish Stock Exchange in 1987 under the name of Procordia, while profes-
sional managers took on the responsibility for the group of companies (Anell, 
1993). 

Procordia AB consisted of three ‘sectors of groups of companies’, which 
were divided in the following way: 

1. Health care and pharmaceutical products with the business areas: 
Pharmacia Biosystem AB and Kabi/Pharmacia läkemedel AB; 
Pharmacia Biosystems AB was the parent company of, for instance, 
Bioteknik AB, Diagnostika AB, Biosensor- and Deltec AB. 

2. Food with the business areas: Tobacco/ready-made clothing AB, 
Beverages AB, Fruit/Vegetables AB, Canned Fish AB, Health Food 
AB, Meat and Charcuterie AB. Food also contained Falken AB, 
Sockerbolaget AB and Weibulls AB. 

3. Service (Procordia Service AB, Sara Hotels AB, Liber AB, Procordia 
Restauranger AB). Procordia Service AB was a company in the 
business area and the parent firm of ABAB (Security), Larm Assistans 
(security), Renia AB (cleaning), Sara Cater Partner (restaurants and 
catering) and Svensk Lagerhus AB (housing). 

Then, there was a swift restructuring of ownership. Procordia merged with 
Pharmacia and a Volvo subsidiary, Provendor. For tax reasons, the new group 
of firms was incorporated into a newly created state-owned holding company 
in 1990, Fortia. A close cooperation was established with the Volvo group of 
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companies and there were well-advanced plans for Volvo to take over the entire 
state-owned sector of firms. The Swedish Parliament, however, stopped these 
plans and Procordia was instead divided into Pharmacia (Östman, 1994), on 
the one hand, dealing with the pharmaceutical industry within the group of 
companies, and a holding company, Partena, dealing with the rest of the 
operations (Frankelius, 1999; Andersson, 1996). An investment company 
IndustriKapital controlled Partena and Fortos – a subsidiary of Volvo – but 
Partena was sold to the French service-oriented group of companies Sodhexo 
in 1995. The latter company did, in turn, split up the company and sold 
different businesses to other foreign interested parties (Annual Reports 
Partena, Fortia & Sodhexo). It can thus be claimed that through various pro-
cedures, state-ownership was distributed and diffused to many foreign owners. 
There were numerous acquisitions of firms and privatizations until the 
remaining 55 companies were put under the Swedish Cabinet Office and the 
Ministries. An interesting aspect of the process was that the boards of the 
holding companies were the driving forces with suggestions for suitable 
methods for privatizations and it was also in that forum that necessary restruc-
turings were discussed (Berg, 1999). 

To return to the actual privatization, the non-socialist government that had 
recently taken office in 1991 presented the so-called privatization programme 
with the aim of selling 34 state-owned companies (Government Bill 1991/ 
92:69). Even if the final result was not exactly the expected, there were several 
complete or partial privatizations and conversions into an independent sub-
sidiary company of state-owned companies, for example Assi Domän 
(forestry), SSAB (steel), Celsius (defense industry), Pharmacia/Procordia 
(medical/food stuff), Nordbanken (banking), Televerket (telecom), ABAB 
(security), Eiser (ready-made clothing), Berol-Chemise (chemistry) and 
Kalmar Verkstad (engineering) (Jonsson, 2009; Anell, 1993). 

One of the most successful companies was the pharmaceutical company 
Pharmacia. Pharmacia was privatized in 1994 and, in the following year, the 
company merged with the US company Upjohn and the new group of com-
panies, in turn, merged with the US company Monsanto in 1999. The privati-
zations led to ownership, head offices and research moving abroad. Thus, this 
meant that the domestic competence within a specific area was undermined 
and many job opportunities disappeared, and the question is whether this was 
in line with what was the actual target when privatizing the company? 

An important example of a planned privatization that could not be carried 
out was that of the state-owned bank Nordbanken. In 1984, the bank, which 
was called PKbanken at the time, was quoted on the Stockholm Stock Exchange 

186 
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and when the bank acquired Carnegie Fondkommission in 1988 and Inves-
teringsbanken in 1989, and then took over Nordbanken in 1990 (which also 
became the name of the new bank), there was an increase in the private owner-
ship of the bank but the government was still the majority owner. In connec-
tion with the privatization programme of the non-socialist government, there 
were plans for a complete privatization, but the financial crisis instead made a 
renationalization of the bank necessary. Not until the social-democratic go-
vernment returned to the Swedish Cabinet Office and the Ministries could part 
of the ownership be privatized in 1995, but the bank was and is still state-con-
trolled. Since the mergers with banks in the other Nordic countries – and the 
change of names to Nordea – the ownership of the Swedish government has 
been falling continuously but the bank is now once more being considered for 
full privatization (Jungerhem, 1992; Knorring, 2000; Persson, 1997.)  

The privatization of the state-ownership of banks is a very interesting area 
of research due to several different factors. The government as the owner of 
banks is a question that has been discussed during the major part of the 
twentieth century and it is thus possible to analyse state-ownership in a long-
term perspective and with the focus on how a possible privatization would 
affect the structure and functioning of the market. Considering the structure of 
the Swedish banking market with a very small number of large agents, it seems 
reasonable to assume that Nordea can only be sold to a foreign owner, which 
can have important implications for the entire market. The previous view that 
a state-owned bank was a necessary complement to private banks and that 
foreign ownership was to be limited to the financial markets seems to be an 
argument that has been played out. 

Another example was the privatization of the security company ABAB that 
was established in 1964. The company was privatized and became Partena 
Security in 1992 and four years later, it was acquired by the Danish firm Falck 
that, in turn, merged with the British company Securicor in 2004 and was 
converted into Group 4 (Annual reports ABAB, Partena, Falck & Securitas). In 
short, the reason for selling out ABAB was that it created unsound competition 
on the market. In turn, the privatization only lead to dominant private actors 
(that was the only possible buyer) receiving larger market shares. Also in this 
case does it seem natural to ask the question of whether the privatization was 
really in line with the intentions of the so-called privatization commission but 
also how the privatization was carried out and whether this affected latter 
developments? 

These examples only show that a large number of privatizations were car-
ried out, but how was this actually done, who made the decisions about the 
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privatizations, who chose the method of privatization, what were the alter-
natives and what aims were formulated in connection with these transactions? 

For these ‘first waves of privatizations’, there is some very important source 
material. This concerns the so-called privatization commission that was ap-
pointed in 1992. The commission was responsible for setting prices and estab-
lishing the conditions for and the timing of the privatization of state-owned 
companies. These questions were also to be decided on with due consideration 
given to the competitive situation and the ownership diffusion within the 
respective line of business. The commission was an independent authority, but 
there were no regulations for its work, which, in practice, meant that it was 
possible for the commission to take important decisions about the final pri-
vatization itself. The documents of the privatization commission were classi-
fied as secret with regard to the economic interests of the country. This measure 
might seem surprising considering the importance that international research 
has come to place on transparency and openness. The situation as concerns 
sources is thus not without any complications but the research project has 
obtained permission to study the material and has already made excerpts from 
all documents concerning the privatization of about 20 major companies. The 
remaining documents from the privatization commission, which have not 
been used in previous research, can thus provide us with a new picture of 
privatizations in practice. 

This analysis can hopefully provide us with new knowledge about what aims 
and what methods constituted the basis for the privatization, with might in-
crease our knowledge about the privatizations at the beginning of the 1990s. 
Altogether, it is obvious that the privatizations at the beginning of the 1990s 
have not created any large public debate or any corresponding research, maybe 
because much of the planned actions stopped in the wake of the financial crisis. 

The privatization programme in 2006 
The non-socialist government that took office in 2006 (after 12 years in oppo-
sition) presented an extensive proposal for the privatization of state-owned 
companies, referring to privatization as a necessary step for rationalizing busi-
ness activities that are subject to competition and thereby making them more 
efficient. The government was thus considered to be a ‘bad’ owner that was/is 
governed by other factors than purely economic ones and the existence of state-
ownership should therefore be minimized.  

Orginally, six companies where put on the list for privatization, i.e. Civitas 
Holding (owner of Vasakronan, real estates), Nordea Bank, OMX AB (among 
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other things Stockholm Stock Exchange), Sveriges Bostadsfinansieringsaktie-
bolag (SBAB, mortgage institute), TeliaSonera (telecom) and Vin & Sprit 
(wines and spirits). 

As concerns the analysis of the discourse on these privatizations, there is a 
special focus on the statements from the Swedish Cabinet Office and the 
Ministries and the current public debate. For example, according to the 
government, the overall aim was to create conditions for more jobs and grow-
ing firms and thus, break down the feelings of alienation in Swedish society. 
This aim was, among other things, to be reached through a clear division 
between private and public ownership. Moreover, the Government Bill stated 
that a privatization of state-owned companies would increase the possibilities 
for fund raising and the development of individual companies. In addition, the 
privatization was motivated by the fact that the state-ownership of companies 
might distort competition and can contribute to individual companies making 
incorrect investment decisions (Government Bill 2006/07:57:6). 

The minister responsible of the privatization programme, Mats Odell, moti-
vated the decision on privatization in the following way (Minutes of the Parlia-
ment 4§ respond on inter. 2006/07:412): ‘Before the elections to parliament in 
the autumn, the alliance was very honest and clear on the politics we wanted to 
implement. This did in particular refer to the view of a decreased ownership of 
companies. The government is now fulfilling the promises of the alliance...’ 
[authors’ translation]. It was particularly striking that this revolutionary 
change was not initially subjected to any particular attention. Furthermore, it 
was surprising that the preliminary process did not explicitly take into con-
sideration the experiences from the 1990s. This concerned both whether dif-
ferent methods of privatization reached the aims but also what happened to the 
individual companies. In several cases, the companies became foreign-owned 
– Pharmacia being the most evident example – and later on broken down into 
smaller units. It might remain unsaid whether these are to be considered as 
successful strategies for disposing of state-owned companies, but these are 
factors that should have been considered in connection with the current 
process. 

In summary, it can be stated that there were large differences among those 
firms that being considered for privatization. Among the financial companies, 
Nordea has already been discussed, but also Sveriges Bostadsfinansierings-
aktiebolag (SBAB, mortgage institute) that was established in 1985 in order to 
finance state housing loans was listed as an object to be sold out. The special 
status of the institute as being responsible for state loans ceased in 1992 and 
since then, the company competed with other private companies giving hous-
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ing loans. SBAB, Vasakronan and Vin & Sprit were not listed on the stock 
exchange, which made it difficult to estimate the market value of the com-
panies. As concerned OMX, where the government only owned 6 per cent of 
the stock value, there were no such problems. Instead, there were some fears 
about how a takeover by foreign agents would affect the Swedish, Nordic and 
Baltic security markets. 

Vin & Sprit has a very long history and is closely connected to the Swedish 
policy on alcohol in the twentieth century. It also has several strong trade-
marks, in particular Absolut Vodka. Considering that this company already 
has a new owner, the French group of companies Pernod Ricard, it will be 
interesting to more closely scrutinize the process in connection with the pri-
vatization. According to the Swedish National Audit Office, the privatization 
process in general was conducted in a transparent way and rendered a decent 
economic return. The process was quite expensive, however, in particular the 
valuation by American investment bankers. In the end, the Swedish state 
received about SEK 58 billion for Vin & Sprit (and the Whiskey company Beam 
that was sold separately). According to the government this was one of the 
more successful privatization processes in Swedish history (RiR, Report from 
the Swedish Audit Agency 2009:9). However, looking more closely at what 
happened later may put this conclusion into question. Pernon Ricard did only 
keep the brand of Absolut Vodka and sold all other brands, in particular to the 
Finnish state-owned company Alko. It can also be observed that the privatiza-
tion of Vin & Sprit was finalized just before the financial crisis fully hit and after 
that, the privatization process has stopped. 

Telia Sonera is a so-called former ‘natural monopoly’ that has been sub-
jected to several different changes, for example being converted into an inde-
pendent subsidiary company, being partly privatized, being listed on the stock 
exchange and merged with a foreign company, Finnish partly state-owned 
Sonera. Additional shares of TeliaSonera have been sold out, but due to the 
financial crisis in 2008/09, the Swedish state still has minority stakes in the 
company, while the Finnish state ownership have been dismantled entirely. 

In the case of the bank Nordea, which to some extent was a heritage from 
state support to the financial market already in the 1920s, the state used another 
method for privatization. In 2013 the last shares were sold to the Finnish 
Sampo group, which now controls the majority of the largest bank group in the 
Nordic area. This ‘rescue operation’ initiated in the 1920s continued – of course 
with different motives over time – for more than 90 years.  

While this is being written, the following privatizations have thus been 
carried out. A total privatization of the state ownership of OMX to the Dubai 
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8. COLLECTIVE OWNERSHIP IN SWEDEN 

Stock Exchange and American Nasdaq (8 per cent of the company at SEK 18 
billion), a total sale of the shares in Nordea, a partial privatization of Telia-
Sonera (about 5 per cent of the  shares were sold at SEK 2.1 billion)  and a  
complete privatization of Vin & Sprit (at SEK 58 billion), which has thus been 
sold to the French company Pernod Ricard. In the case of the privatization of 
Vin & Sprit, the government put forward three factors as driving forces in the 
process; control, transparency and consistency. The first category includes that 
the government ran the whole bidding and auction process, which, in turn, was 
governed by a clear target. According to the government, transparency was also 
important, where the government decided on the conditions for the privatiza-
tion in advance, the process followed a pre-set time schedule and the whole 
process was documented in order to facilitate further scrutinizes. Finally, as 
concerns consistency, all interested parties were treated in the same way and in 
clear competition with no exclusive treatment, for example, no Swedish in-
terested parties were to be given priority and the highest price was the only 
decisive factor for the final decision. 

An important question is naturally whether these very clear procedures, 
which were presented by the government in the case of Vin & Sprit, were really 
followed in practice? Another important question is also whether the methods 
of privatization have become more ‘sophisticated’ over time? It is clear that 
more external and professional agents have been connected to current privati-
zations than what has earlier been the case and the question is whether this has 
affected the privatization models? Moreover, it can be questioned whether the 
‘professionalization’ of the privatizations has  also led to a  higher or smaller  
possibility for ‘special interests’ to affect the process? 

AP Fastigheter (real estates), which is owned by Första, Andra, Tredje and 
Fjärde AP-fonderna (The First, Second, Third and Fourth National Swedish 
Pension Funds) acquired Vasakronan in the middle of 2008 at the price of SEK 
41 billion and after the purchase it took the name of Vasakronan! Due to the 
financial crisis, which began to become visible at the beginning of 2008, a large 
number of interested parties disappeared in the bidding process and finally, the 
holdings were sold to another state-owned company. However, it can be ques-
tioned whether this sale can really be defined as a real ‘privatization’ since state-
ownership was transferred to another state-owned company. 

An effect of the subprime crisis is  that nationalizations have once more 
taken place. The best-known example is Carnegie Bank and that case is of 
interest for many reasons. This is partly because the company was the most 
important government advisor at the early stage of privatization and partly 
because this showed a clear turning point in the non-socialist government’s 
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view of state-ownership in the financial sector. This was a temporary situation, 
however; already in February 2009, Carnegie was sold to two venture capital 
companies. Another case is Swedbank where the state has acquired an owner-
ship due to Svensk Exportkredit (a government agency providing credits for 
the export industry) having taken over shares at the value of SEK 3.3 billion 
and the state has thus become the fifth largest owner. Also in this case does the 
government consider the holdings as a temporary solution. However, it can be 
observed that the suggested privatization process has stopped and that like in 
other economic crises through history, the government has once more been 
forced to enter as an ‘owner-of-last-resort’. Considering the considerable con-
sequences of the financial crisis, we have most likely not seen the last cases of 
nationalization. 

In sum, the privatizations that are now being considered concern several 
markets that will be more closely analysed in the future. Taking its starting 
point in an analysis that considers experiences from the first wave of Swedish 
privatizations in the 1990s and the privatization programmes in Eastern 
Europe, the aim of this study is thus to put the current process into a new and 
wider perspective. 

Concluding remarks 
To conclude this study, several important questions on the Swedish state-
ownership of companies and the different waves of privatization remain to be 
answered. From this general overview, it can be observed that the state-owner-
ship of companies constituted a natural part of the market-based economy 
system. There has been a large number of motives for state-ownership of 
companies, for example natural monopolies; high investment costs; military, 
military emergency and infrastructural reasons; and, last but not least, eco-
nomic crises where the state has acted as an ‘owner of last resort’. However, the 
issues of state ownership, nationalization and privatization has been recurrent 
trends world-wide for centuries, and Sweden is by no mean an exception (see 
for instance, Szanyi, 2019) 

The financial crisis in 2008-09, thus hampered the planned course of priva-
tization. However, the recent signs of economic recovery have already renewed 
the debate. After the election in Sweden in September 2018, and the non-
socialist block promised to continue with the privatization, but since the Social 
Democratic Party and the Green Party (with support from the Liberal Party 
and the Agricultural Party to make sure that the right-wing Swedish Democrats 
had no influence) formed the new government, the process was haltered. 
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8. COLLECTIVE OWNERSHIP IN SWEDEN 

According to the current government, the privatization programme will not be 
concluded as planned, but maybe the issue will surface in the election of 2022 
(if the fragile current government is able to remain in power for the entire 
mandate period). 

The issue of the state as an ‘entrepreneur’ and whether state ownership and 
privatization could be regarded as ‘entrepreneurial ventures’ may be addressed 
from two perspectives. Firstly, the state acted as a Schumpeterian ‘macro-
entrepreneur’ for boosting economic growth through ownership. In the early 
phase (prior to World War I), the state initiated and organized large invest-
ments in infrastructure for instance for railways, hydropower, and for 
exploiting iron ore resources. The role of the state at the time was active, 
particularly in stimulating the initiation of development ‘blocks’ or clusters and 
thereby contributing to a transition of the economy. However, in the 1970s and 
1980s, the vast interventions of the state had taken the form of what Erik 
Dahmén called ‘the negative side of economic development’. The state slowed 
down economic growth by subsidizing firms without future prospects and 
thereby hampering the economic transformation. During the industrial crisis 
of the 1970s, the state ownership expanded rapidly, mainly as a consequence of 
structural crises in the shipbuilding, steel, textile, and clothing industries. The 
objective of the policy was to keep the unemployment rate down but it impeded 
the much-needed restructuring of the economy. The state had become the 
‘owner-of-last-resort’ and appeared to have lost its role as initiator of develop-
ment clusters, and in the wake of the wave of privatization that commenced in 
particular in the United Kingdom, the role of state was questioned. The second 
perspective concerns the objectives of the privatization, of which one of the 
most important was to stimulate entrepreneurship, in particular in the form of 
new start-ups of corporations. It was hoped that the withdrawal of the state 
would result in a swift establishment of small businesses. After three decades 
of sales of state-owned companies, the results have been less encouraging. In 
addition, when the sale process started, many politicians and economists were 
enthusiastic about the possibility of creating many competitive and privately 
controlled medium-sized companies through privatization. However, these 
corporations (or parts of them) are today controlled to a large extent by 
foreign-based transnational companies. The privatization of innovative and 
financially successful Swedish ’cutting-edge’ firms as Pharmacia (pharma-
ceuticals) and ABAB (security) are examples of this development. In other 
words, privatization has not directly contributed to improve the domestic 
‘entrepreneurship climate’. 

193 



 

 
 

 

 
 

   

   
 

 
  

    
  

   

   
   

 
 

 
 
 

BEYOND BORDERS 

The non-socialist governments in the 1990s and the 2000s promised a 
privatization prior to the elections and were more or less forced to implement 
their promises. The process was implemented through external advisors and 
international investment banks conducting a calculation of values (with 
extremely high consultant fees), meaning that most of the process was 
outsourced. In the end, neither the privatization in the 1990s nor that in the 
2000s was fully realized, because of financial crises. In short, privatization 
processes did involve venture features – for instance installing a privatization 
commission consisting of politicians and prominent business leaders – but 
most of these were copied from the privatization processes in Great Britain and 
Eastern Europe. However, for the Swedish state, the collaboration with private 
venture capitalists and foreign investment banks was to some extent a new 
feature and could, on the one hand, be labelled as a kind of entrepreneurial 
venture. Again, on the other hand, the privatization processes and the methods 
were inspired by events outside Sweden, so it was entirely ‘new”.  

In the wake of the privatization in 2006–8, several of the actual processes 
were analysed by the Swedish National Audit Office. The conclusion was that 
the government had improved the measures to conduct privatization but that 
individual processes were dependent on a small amount of people, which made 
the completion of deals vulnerable. In addition, the use of external consultants 
– in particular American investment banks – made the processes extremely 
costly. 

In short, this study has only made an overview of the state-ownership of 
companies and privatizations in Sweden from a long-term perspective. Still, 
this is an interesting field of research and further studies can hopefully provide 
us with new knowledge on the complicated interaction between corporate 
governance, economic performance, ownership and the behavour of the state. 
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9. Cooperators, Entrepreneurs, and Local Development: 
Conceptual Challenges and Practical Issues 

YOHANAN STRYJAN 

The prime aim of this chapter is to relate to the current entrepreneurship 
discourse, and the largely submerged discourse on cooperative action, i.e. on 
local and regional development. The discourse that has evolved in the last few 
decades around economic development and change has highlighted the pivotal 
role of entrepreneurship, largely equaling it with the creation of private firms. 
Other forms of economic action, most notably the formation of cooperatives, 
and the impact of social infrastructures on economic action, were largely 
displaced from the focus of attention. The disregard for cooperation among 
mainstream entrepreneurship advocates is amply mirrored by a correspond-
ingly low interest in entrepreneurship among cooperators. This chapter ad-
dresses this gap. Starting with the concept of entrepreneurship as an economic 
function, as originally advanced by Schumpeter (1934), the chapter attempts to 
explore the common ground between the two discourses and outline some 
implications for research and policy-formulation at the interface between 
cooperation and entrepreneurship.  

Admittedly, the two concepts are not fully comparable. Whereas entrepre-
neurship may be seen as an abstract, essentially timeless concept, that may 
manifest itself in a variety of organizational contexts, cooperatives are an insti-
tutionalized form of economic action, commonly seen as bound to a specific 
organization/incorporation form. Nonetheless, the two can be addressed and 
compared as traditions of economic thought, and there are important similari-
ties in the course of their development. Both traditions focus on economic 
action through the formation of enterprises and organizations, and the societal 
contribution of this action. Both discourses emerged at the threshold to 
modernity and evolved along parallel paths. 

Each in its own way, both entrepreneurship and cooperativism represent a 
clear break with pre-modern conditions, both endorse change, both put an 
emphasis on the pursuit of own advancement (‘the desire of bettering our 
condition’ in Adam Smith’s words, or ‘the pursuit of happiness’, to quote his 
contemporaries, the Constitution Fathers), as a driving force. Finally, both as-
sert and in a manner ‘invent’ the individual, the first in his capacity as an entre-
preneur, the second as a member, with distinct rights. 
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There is no doubt that the founders of the first cooperatives can be viewed 
as entrepreneurs, in the full sense of the concept. With time, however, the 
economic practices of the two approaches, and the institutional paths followed 
(partly as a result of internal dynamics, partly as a response to state regulations, 
respectively) gave rise to quite disparate patterns. At present, the two can be 
subsumed by the stereotypes mentioned in Table 1. 

Table 1. Cooperative and entrepreneurial action 

Cooperative action Entrepreneurial action 
Motive Idea-borne Pragmatic/econ. gain 
Endeavour Collective Individual 
Outcome General benefit Own advancement 
Reference to Movement, federation Self and networks 
Focus on Governance, distribution Performance, innovation 

Source: own computation. 

These perceptions remained quite stable from the 1950s until the 1990s. 
However, advances in entrepreneurship theory and research in the last decades 
have brought about a certain expansion of the field into the cooperative do-
main. Most evidently, research on social entrepreneurship and social enterprise 
on the one hand, and CSR on the other, highlighted the social contribution and 
motivation of entrepreneurships. Network theories opened new insights into 
inter-enterprise cooperation. Consequently, entrepreneurs and entrepreneur-
ship researchers are quite prone to speak about the visions of social objectives, 
and partnerships. Cooperators, on the other hand, rarely discuss entrepreneu-
rial challenges or question prevailing cooperative federation models. 

The distinction between entrepreneurship’s (supposedly) individual and 
cooperatives’ collective character seems to be a matter of image rather than 
substance. Entrepreneurship-discourse traditionally nurtures an individualis-
tic, nearly heroic bias (cf. Pitt, 1998; Tetzschner, 1998), and implicitly assumes 
that individualists do not act in groups (unless driven by idealistic or altruistic 
motives). The models suggested a focus on key action(s) by a key individual: 
‘the entrepreneur’ (cf. Coase, 1937; Knight, 1921), as a primus motor of organi-
zation-formation. Essentially, the same message is conveyed by North’s recurr-
ing references to ‘entrepreneurs and their organizations’ (North, 1991). 

This individualistic bias is culturally, rather than theoretically, or empiric-
ally grounded. The major part of entrepreneurship theorizing maintains its 
validity and logical coherence if the postulated lonely entrepreneur is substi-
tuted for by a collective actor – a team acting in concert. This point is pivotal 
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to our discussion, once entrepreneurship is defined as a function manifested 
by the ability to create or identify new combinations of resources and act upon 
this insight (Schumpeter, 1934), or, more trivially, by the act of creating a new 
enterprise through concerted action, entrepreneurs would be identified ex 
post, on empirical, or experiential grounds. Any such review could easily 
demonstrate that the formation of a new enterprise is often undertaken by 
groups, rather than by individuals that ought, for the purpose of the theory, to 
be considered as ‘collective’ entrepreneurs. 

The occurrence of ‘collective entrepreneurship’ (or team entrepreneurship, 
see Reich, 1987; Larsson Segerlind, 2009) bears evidence to: ‘a continuum of 
actions- from the wholly private to the most outspokenly public, with many inter-
mediate and hybrid varieties in between’ (Hirschman, 1984: ix). An increasing 
complexity of the environment beyond what could be handled by a single 
individual acting alone (Tetzschner, 1998, Leitch, 1994) increases the likeli-
hood of entrepreneurial action being embarked upon collectively. 

In exploring the common conceptual ground for entrepreneurship and col-
lective action, a broad concept of entrepreneurship may thus be proposed, con-
sisting of the following components: 

 Agent: entrepreneurship is exercised by an individual, or a group or 
team engaging in a concerted, purposeful action. 

 Motive: Self-advancement ‘the desire of bettering our condition’ 
that applies to the actor in question, individual or collective. 

 Core activities: are the creation/identification of new resource com-
binations and the integration of team members’ inputs in this pur-
suit. 

 Direct outcome: the creation of organizations/enterprises or the 
modification of existing ones, that exploit these combinations and 
their opportunities. 

 Reference to: organizational populations or organizational com-
munities (cf. Hannan & Freeman, 1989) 

An evolutional model of collective enterprise-formation, which utilizes, in 
broad lines, the above approach, was presented in Stryjan (1994). It is primarily 
based on studies of the start-up processes of new Swedish cooperatives. The 
predominance of pragmatically oriented cooperatives in Sweden (Stryjan, 
1997) provides an opportunity to study the entrepreneurial aspects of the pro-
cess, in relative isolation from ideological factors and the impact of social 
movements. The following assumptions were made: 
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BEYOND BORDERS 

a. A cooperative is an interpersonal endeavor, established or joined 
by individuals, that are motivated by own personal considerations. 
The mental templates of co-founders would include a norma-
tive/ideological component and be influenced by societal trends. 
However, neither normative considerations nor social develop-
ments would be enough to move an individual to participate in 
forming a cooperative, or any organization at all, nor ensure the 
success of such an organization. 

b. Incorporating as a cooperative (rather than any other incorpora-
tion form) is the outcome of a choice, made on a mixture of nor-
mative and pragmatic grounds. 

c. Once established, cooperatives are organizations in their own 
right, and not merely extensions of a movement or a societal trend. 
They represent a particular mode of organization guided by a par-
ticular grammar association that cannot be reduced to normative 
prescriptions alone (Stryjan, 1989), and that are subject to bound-
ary conditions of economic performance. 

d. Members constitute a major source of resources and innovation. 
The cooperative enterprise needs to utilize and develop these, on 
pain of losing its sustainability. 

Constituting a collective agent/actor 
In the cooperative mode of organization, any collective endeavor may be seen 
as an evolving reproduction process, in, which a collective actor generates the 
organization and is, in turn, being reshaped by it (Stryjan, 1989, 1991). It would 
be reasonable to suggest that an entrepreneurial process starts with the emerg-
ence of a collective agent that constitutes the recruiting base of future under-
taking. But how does this emergence come about? The obviously necessary an-
tecedent is that a number of individuals would come together, reach an under-
standing and make up their mind roughly simultaneously. The probability of 
such an outcome emerging through random encounters between strangers is 
negligible. Furthermore, individuals, even if willing, would generally be bound 
by other personal or economic commitments. A simultaneous reordering of 
personal priorities by all participants would require a high degree of commit-
ment on the part of the co-founders, for the new, joint (and still uncertain) 
project. A collective endeavor would also presuppose a degree of trust between 
its would-be participants (Gherardi & Masiero, 1990), especially if its fruits are 
to be appropriated individually (Aldrich & Stern, 1983). At the individual level, 
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trust also helps attenuate the uncertainty that is imminent to the highly 
unpredictable start-up situation. Such relationships are unlikely to emerge 
between total strangers, which sets higher thresholds for the emergence of 
cooperative starts, and for spontaneous collective endeavors in general, than 
for other kinds of entrepreneurial initiatives. 

An examination of actual cooperative start-up cases often reveals that mem-
bers of a founder group commonly share some sort of common ‘pre-history’ 
that binds the circle of participants. Initial contact and the establishment of 
mutual trust thus stop being a statistical (im)probability and become an issue 
of group dynamics. Historical and anecdotal accounts of such cooperative 
starts abound. Thus, Mondragon was founded by the first graduate class of a 
Catholic trade school (Oakeshott, 1978). The Rochdale association emerged 
out of a group that had the establishment of a rural community in mind 
(Pollard, 1967). Cooperatives may emerge out of study-circle groups, com-
munity theatre productions, by groups of parents, moored at home for lack of 
day-care facilities, gravely handicapped person in need of day-round assistance 
(Gough, Bjuhr & Palm, 1992), villagers in a depopulated village (Mårtensson, 
1985). A review of concrete cases of cooperative formation points to the 
importance of a prior history and suggests four bases for the definition of a 
social bearer; community (a), need (b), idea (c), and enterprise (d). 

a. Social network/community: 
Neighborhood and community cooperatives provide a literal illustra-
tion of this line of reasoning. These cooperatives originate within the 
context of local communities, i.e. within (sub) populations that are 
well delimited geographically, and further defined and bound by ties 
of friendship and kinship. In that, they follow patterns akin to tradi-
tional credit cooperatives (Bonus & Schmidt, 1990) and with patterns 
of social capital formation in industrial districts. 

b. Need/life situation-based:  
A common life-situation may act to single out a group of potential 
founders. It defines some common needs/aspirations, facilitates the 
contact and may indirectly also define potential meeting places 
(Stryjan & Wijkström, 1996). Similar mechanisms do often act to 
delimit professional and occupational groups. Needless to say, a con-
sciously expressed need does not constitute a business idea. The need 
in question may be addressed by the enterprise’s core activity or by an 
externality that the enterprise generates (e.g. employment, in enter-
prises started by the unemployed).  
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BEYOND BORDERS 

c. Idea-borne 
A shared worldview can provide the framework for defining needs 
and, eventually, for embarking upon an activity. In the case of political 
or confessional groupings, it also contributes to the creation of meet-
ing-places and, possibly, to procuring resources, or mobilizing de-
mand (Oliver, 1983).  

d. Enterprise (or activity-) based: 
A group may also be defined by an activity previously engaged in to-
gether. Worker takeovers of a firm in crisis, and spinoffs from existing 
companies, provide the most clear-cut example of an ongoing enter-
prise (in the broad sense of the term) providing a launching pad for 
cooperative formation. The bearer group is primarily defined through 
the shared experience of activity together, and of fellow participants. 

The relation between these potential points of origin can be graphically map-
ped as in Figure 1. 

Figure 1: Motives for cooperative emergency 

Action/enterprise 

Need 

Bearer/ 
Social context 

Idea/vision 

Source: Own computation.  

Each of the four points can be reached from, and defined by means of, the other 
three. Figuratively speaking, the mapping could be seen as a game-board: 
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starting from any of the bases, the ‘collective player’ has to cover the four, 
though not necessarily along the shortest possible trajectory, until footholds in 
all ‘bases’ have been established and phased in with each other. The concrete 
founding sequences (cf. Hirschman, 1984) would necessarily vary from case to 
case, reflecting the ways in which needs, ideas, and enterprise are mediated by 
the bearer group, and which resources are mobilized, defining and redefining 
the bearer group in the process. Consensus seeking, narrowing strategic 
choices (around the activity pursued), personal- and group learning, and the 
readjustment of the composition of the group (in itself, a sub-species of 
organizational learning) shape this trajectory.  

The perception of the future enterprise’s mode and scope of operations is 
initially often quite vague. Consequently, the typology that the four ‘bases’ in-
directly outline is not a fast one, i.e. differences in starting points do not define 
four distinct organization models. What we deal with is, instead, shifts of 
emphasis within one and the same model. More importantly, cooperatives may 
reorient themselves in any of the four dimensions. They may focus on new 
needs, recruit different members, or diversify their activities. At times, change 
is a matter of a subtle shift. In other cases, the enterprise may evolve away from 
the cooperative model, and cease being a cooperative altogether. Changes may 
be triggered either by internal stimuli, i.e. changes in members’ needs, interests, 
ideology, or skills (due e.g. to the changing composition of the corpus of mem-
bers, or to its aging) or by external ones (e.g. a change in market conditions or 
in welfare policies that renders the cooperative’s current product or service 
obsolete, or an opportunity to diversify its offer). Any such change would, in 
its turn, precipitate adjustments and trigger resistance along the remaining 
three dimensions. The life-path of a cooperative is, in fact, an ongoing process 
of formation. A cooperative that changes its bearing idea, to take one example, 
would probably find itself losing some of its old members, while becoming 
attractive to quite different new aspirants. If such a loss of members involves a 
loss of specific skills, the cooperative in question may have to change its mode 
of operation or its main product or service. Conversely, new skills that new 
recruits bring with them may provide a ground for launching new activities. As 
importantly, such realignments would also affect the web of social contacts 
linking the enterprise to its environment. 

The implications of the model outlined above will be examined, in the two 
closing sections, in two broader contexts; first, in the context of policy making 
and the construction of cooperative support systems and, second, in the con-
text of cooperatives’ life-paths, and their relation to economic development. 
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Due to time and space limitations, the discussion will concentrate on the first 
base, namely the community. 

Cooperatives and community 
European experiences demonstrate that cooperative support is a highly cost-
efficient job-creation measure (RRV, 1993), not the least in the context of local 
community development. The proposition of harnessing the local community 
to the task of creating cooperatives appears temptingly straightforward. To 
some extent, this has been adopted by earlier socialist governments (in Tan-
zania and elsewhere), partly led by an alluring perception of cooperatives as an 
upgrading of traditional cooperation (cf. Edén, 1994). The experience from 
these centrally orchestrated attempts has generally not been encouraging. The 
rate of failure of local attempts, while lower than that of centrally steered ones, 
still tends to be quite high. The explanation for this rather frustrating outcome 
is related to the (entrepreneurial, thus modern) nature of cooperatives, the 
(basically traditional) nature of the community and, finally, to institutional 
actors’ failure to consider the gap between those. 

Most trivially, cooperatives, like any other enterprise, cannot be established 
by external actors, however well endowed, and turned over to prospective 
members. The process of forming the new enterprise necessarily includes the 
coming together of the would-be entrepreneurial team and constructing the 
linkages that will provide the enterprise with a sustainable resource base (and 
possibly market-access) in the local community (cf. Stryjan, 2008). 

Grafting a new cooperative upon the existing local society is far from prob-
lem free, the mesh of social ties and relationships that constitutes a community 
and regulates access to the resources it controls (cf. Granovetter, 1992) is not 
invariably supportive. The local community (even in European countries) is 
largely traditional. Being stabilizing and reproductive in its character, it can 
generate a considerable resistance to innovation and change. Linking a coope-
rative to largely traditional structures requires handling multiple latent ten-
sions. The most evident one is between social mobility and stability. Simplifying 
the issue somewhat, we could say that the primary function of traditional 
cooperation is aiding members to maintain their position in (local) society. 
Cooperatives’ objectives are to help them change it for the better. This tension 
is most evident in a cooperative’s first steps. 

Once operative, the cooperative as a legal person – a notion alien to tradi-
tional societies – is likely to encounter another set of tensions: unlike traditional 
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9. COOPERATORS, ENTREPRENEURS, AND LOCAL DEVELOPMENT 

society, in which individuals, their property, and their (eventual) business ven-
ture form a unity, modern cooperatives presuppose separation: 

 Between cooperative (the legal person’s) property and that of the 
cooperatives’ chief officers. 

 Between the property of members and that of the cooperative. 
 Between the function of the chief officer and the person holding the 

position. 

As members of the community, individual members and officers of the co-
operative are likely to be exposed to cross currents of conflicting (primarily re-
distributive) claims, and situations in, which the adherence to proper coope-
rative principles might jeopardize an individual’s good reputation, while stray-
ing from them would cause considerable damage. For instance, one of the fac-
tors that contributed to the success of the Grameen Bank in a strongly tradi-
tional society may have been its consistent policy of lending to women who, 
unlike men, do not fully partake in the community mesh of mutual redistribu-
tive obligations. 

The elaborate system of external controls imposed on cooperatives (e.g. 
through a registrar and through cooperative federations) was implicitly meant 
to handle such tensions. Unfortunately, the system largely ignores coopera-
tives’ entrepreneurial nature, hampering innovation, lowering the attractive-
ness of the cooperative form of incorporation, and raising the threshold for the 
emergence of new cooperatives yet further. Evidently, some new, and better, 
measures need to be developed to handle these issues, and to realize the coope-
rative’s potential inherent the local community. 

Supporting cooperatives: the hows  
The model of cooperative start-ups discussed above has several important 
implications for prospective cooperative support systems, their structure and 
functions. As the discussion above makes obvious, cooperatives cannot be 
created as a turn-key project on would-be members’ behalf, any more than 
small business could be. The first tests a cooperative must pass are winning the 
allegiance of its members and acceptance (preferably support) in the local 
society. However, just as in the case of small businesses, the emergence can be 
facilitated in various ways. At some point along this path, a decision to incor-
porate the nascent enterprise is taken. Choosing just the cooperative incorpo-
ration form is merely one of the conceivable outcomes. 
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At this point, it is useful to distinguish between cooperative support measures 
and cooperative development systems (CDS). The former are, in their nature, 
macro-economic or institutional measures, mainly of the ‘push/pull’ type, modi-
fying regulations (legislation or taxation rules) and economic macro-parameters, 
so as to increase the attractiveness and feasibility of cooperative solutions. Their 
presence is likely to affect the rate of cooperative starts. The way they are con-
figured would affect the respective rates of constructive, unconstructive and 
destructive units in the resultant population (cf. Baumol, 1990). 

Cooperative development systems are organizations, or organizational net-
works that reach down to, or organize upwards from the micro level, with the 
objective of facilitating the rise of cooperatives. Such systems may be supported 
by the state but need not necessarily to be so. In the best of possible worlds, 
such systems would also be supported (or initiated) by established cooperative 
organizations. Up-front financing arrangements, which make public financing 
contingent on the prior mobilization of local commitments, present a particu-
larly promising course of action (Stryjan, 2005). 

Potential ‘first-time runners’ are the prime target-group of a cooperative 
support system, i.e. people and populations that lack previous experience in 
starting and running an enterprise. The support system seldom disburses 
resources (for instance subsidies and soft credits); instead, it typically concen-
trates on lowering the thresholds for a cooperative start-up, through propaga-
tion, facilitating meeting places, and coaching of prospective founder-groups 
and newly established cooperatives. 

The scope of the facilitating activity may address itself, in a manner of speak-
ing, to all four points of our ‘compasses’:  

Social carrier: provide a meeting place and a possible training-ground 
for group initiatives, indirectly acting to upgrade local social capital. An 
understanding of the local complexity (cf. Hirschman, 1991) is neces-
sary for eventual counselling functions. 

Activity: support for, and the organization of, takeovers are the most 
explicit forms of external intervention, a pattern, which is evident in 
Italy (Gherardi & Masiero, 1987, 1990). A largely similar pattern was 
evident in the emergence of welfare service cooperatives in Sweden 
(Stryjan, 1994). The basic business idea and branch know-how are 
expected to come first and foremost from the initiators themselves.  

Idea: The diffusion of ideas in society, both through mass media, and 
through personal networks, has a clear impact on the emergence of 
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would-be cooperative groups, on the cast of the individuals attracted, 
and the strategies chosen. A new and promising venue is that of social 
franchising, a model whereby a business concept is franchised out to 
groups that also become members of the cooperative franchisor. 

Need: (a) organizing groups with generalizable needs (parents in need 
of day-care being the most prominent example) and acquainting them 
with existing cooperative solutions. 

The part that existing cooperative movements could play in such support initi-
atives is not self-evident. The existing cooperative federal structures are 
fashioned along century-old patterns that lag way behind newer models of 
inter-company cooperation. Morphologically, cooperative federations are 
structured along the lines of a quasi-franchise, with a full set of franchisee 
duties, and a rather sketchy set of franchisor obligations. Consequently, new 
cooperatives have little to win from an affiliation to existing federations. A re-
orientation towards more flexible federative structures would certainly be of 
benefit to both parties and, if properly handled, could provide an established 
cooperation with an injection of human capital and innovation that it is badly 
in need of. 

Concluding remark: Cooperative development and local 
development: why support cooperatives? 

New cooperatives are here considered as acts of collective entrepreneurship. In 
dealing with the issue from this angle, we must resolve an apparent contradic-
tion: on the one hand, experience clearly shows that cooperative support sys-
tems increase the rates of formation. On the other hand, cooperatives account 
for only a small percentage of the enterprises created at any time (Aldrich & 
Stern, 1998), and this ratio is unlikely to change substantially, even if a spec-
tacular increase in cooperative formation were to occur. 

Is cooperative development worth investing in by others than committed 
cooperators? To answer this question, cooperative support systems will be dis-
cussed in the closing section, in a broader context of the promotion of entre-
preneurship and economic development at large. 

Cooperative development systems are often shaped at the interface between 
the cooperative sphere and newly emergent (or long neglected) spheres. The 
interests of various stakeholders may differ considerably. Whereas the coope-
ratively minded focus on cooperatives being formed, treating economic and 
community effects as desirable externalities, the position of the policymaker 
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will be the obverse. Whatever their cooperative contribution (which may be 
impressive indeed), the central economic contribution of cooperative support 
organizations is in developing an infrastructure for entrepreneurship. This is 
done in two ways: 

a. by enhancing local society and local social capital (cf. Putnam, 1993), 
cooperatives do often provide a service infrastructure, that links toge-
ther and affects large numbers of individuals and enterprises and in-
creases the network density in local society. Thus, Gorzelak (1993) 
noted that entrepreneurial development in successful communities 
may often be traced back to the cooperative infrastructures of earlier 
times. Both credit societies and agricultural cooperatives in post-com-
munist Poland provide ample examples of this line of reasoning. 

b. by broadening the recruitment base for would-be entrepreneurs, at-
tracting and empowering ‘reluctant entrepreneurs’ (cf. Paton, 1989) – 
i.e. individuals who would otherwise not have considered embarking 
on an entrepreneurial career. For some of these, the cooperative orga-
nizational form indeed provides a suitable framework for developing 
their entrepreneurial skills. For others, it becomes a stepping-stone for 
other types of ‘conventional’ ventures. 

This perception of cooperatives’ contemporary role as facilitators of a private 
enterprise may seem untraditional. However, we should keep it in mind that 
the cooperation’s traditional aim has been member empowerment. Thus, 
historical cooperation acted to empower members to act as consumers on an 
emerging consumer market, or as producers in an emerging commodity 
market. Contributing to entrepreneurial empowerment is simply an applica-
tion of this traditional mission to new circumstances and demands.  
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10. Tanzania’s Cooperative Movement 1932–1982: 
Policy and Politics 

SOMO M. L. SEIMU 

By the mid-1970s, Tanzania had the largest cooperative movement in Africa 
and the oldest in East Africa. Despite such an achievement, the literature on 
Tanzania’s small-scale coffee and cotton cultivation and marketing coopera-
tives has suffered from a dearth of substantive historical accounts for decades. 
The available literature is fragmented along various academic disciplines, 
mostly political science and sociology. In addition, there is no historical study 
specifically dedicated to the cooperative movement since its inception in 1932. 
The neglect is more critical, given the current renaissance in Africa and the 
increasing international interest in the cooperative movement. This chapter 
seeks to fill this gap by utilizing primary sources from the Co-operative College 
archive in Manchester and the Tanzania National Archive (TNA) to examine 
and evaluate the policy and political aspects associated with the history of 
cooperatives in Tanzania from 1932 to 1982. Specifically, it explores the inter-
locking forces and policies that led to its growth and development. The 
development is also examined against the changing political and ideological 
influences during the interwar, post-war and independence periods. 

This chapter narrates the history of cooperatives in Tanzania. It covers a 
period of 50 years with an emphasis on politics and policies behind promoting 
cooperatives. All started when the colonial government in Tanzania deployed 
three important interrelated policies in realization of the self-sufficiency policy 
that was required by each British colony. In meeting such obligations, the colo-
nial government encouraged small-scale growers to produce food (beverage) 
and raw materials such as cotton and tobacco, which were all crucial in generat-
ing revenues to cover the administrative costs for the colonial government and 
limit the dependence on the United Kingdom Treasury (Herskovits, 1952: 219; 
Havinden & Meredith, 1993: 299–301; Frank, 2002: 16). 

To achieve this self-sufficiency agenda, several different measures were 
deployed. First, the colonial authority provided small-scale growers with access 
to farming land by maintaining customary land tenure. Second, the govern-
ment established research centers to develop suitable coffee, cotton and tobac-
co varieties. Third, the government supplied cotton (TNA, 19496) and tobacco 
seeds (TNA, 26054) as well as coffee seedlings to growers (Department of 
Agriculture, 1945). Fourth, the growers were encouraged to engage in the cash 
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crops farming enterprise largely to suit the government’s interest and com-
mitment in realization of the self-sufficiency policy. Despite such a com-
mitment, the colonial government did not consider modernizing farming 
tools, but instead kept on supplying hand-hoes to growers (Seimu, 2015; Rod-
ney, 1973: 259). Fifth, compulsion measures were employed to engage small-
scale native crop growers, mostly adults, to produce the desired cash crops. 
Such measures included a minimum cotton acreage (Seimu, 2015; Rodney, 
1973: 259). Compulsion measures specified the number of, for example, coffee 
trees in Kagera and the minimum cotton acreage in the Western Cotton 
Growing Area (WCGA) that each adult must plant. The failure to meet the 
government expectations was treated as an offence subject to punishment 
through fines or imprisonment. Sixth, the cooperative ordinance set out a few 
provisions governing the organization of the cooperative societies in, which 
native members must be at least sixteen years of age, or of taxable age. In 
conjunction with this, the 1932 cooperative legislation, particularly Section 36 
and the government’s marketing board legislation, provided a compulsion 
mechanism that compelled all growers to sell their produce to cooperatives 
(Seimu, 2015). From the onset, membership in a cooperative society became 
compulsory for all cash crop growers as provided under Section 36 of the 
cooperative ordinance. 

The colonial cash crop production policies and the involvement of growers 
were perpetuated during the post-colonial era to facilitate foreign revenue. 
Moreover, the post-colonial government saw the cooperative movement, 
particularly the agricultural marketing cooperatives (AMCOS), as rural based 
organizations that could primarily contribute to the Africanization of the 
economy (Seimu, 2015). During that time, the modernization of the agricul-
tural sector was a priority for the government. Farming among small-scale 
farmers was predominantly subsistence in non-cash crop producing areas, 
which created an unbalanced development between cash producing and non-
cash producing areas. The post-colonial government regarded agricultural 
primary cooperative societies as a means of promoting modernization since 
these have all along been operating within a village (URT, 1969). 

By the mid-1970s, the attempts to build a socialist state by the post-colonial 
state using the inherited cooperative system proved to be a challenge. The 
cooperative movement, which was envisaged to be a key player by the post-
colonial government, did not – according to the government – support this 
transformation. For example, the government viewed AMCOS’ leaders as 
having a capitalist-oriented elements/mentality and they could not contribute 
to build the “ujamaa” ideology. It was also perceived that AMCOS accom-

216 
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modating and encouraging individualism contradicted their commitment to 
build a socialist state (Seimu, 2015). More importantly, the existence and 
persistence of such elements were assumed to undermine the steering of rural 
communities in a government-preferred direction and in delivering the envi-
sioned communal way of life enshrined under Ujamaa (Reeves, 1950). 

It was obvious that under such features, the government concluded that 
building a socialist rural community was unlikely. Therefore, the realization of 
such a policy development required a new orientation provided under the 1975 
Villages and Ujamaa Villages (Registration, Designation and Administration) 
Act (popularly referred to as the Village Act). The legislation provided for 
setting up villages across the country, which became a new cooperative entity. 
Under Section 14 of the Village Act, all agricultural primary marketing coope-
ratives in the country became illegal following the abolition of all agriculture 
marketing secondary cooperative societies in 1976. Moreover, the 1975 Village 
Act stipulated that membership in a village was mandatory for all adults and 
each villager aged 18 or above. This was maintained under the 1982 cooperative 
legislation and in force until 1989 in the wake of embracing the liberalization 
of agricultural marketing policies. Consequently, compulsion cash crop mar-
keting measures that were imposed during the colonial era were ironically 
enough perpetuated during the independence until the late 1980s. 

This chapter shows how both the colonial and post-colonial authorities in 
Tanzania employed several policies to encourage cash crop development 
among small-scale growers. Cash crops produced by small-scale growers had 
to be marketed through private traders and later on cooperative societies.  

Literature review 
The promotion of the cooperative movement in developing countries is 
extensively documented. For example, Rhodes (2012) and such cooperators as 
Digby (1960) and Strickland (1945) have a great deal in common in describing 
the cooperative movement in the British colonies. Rhodes completely ignores 
the growth and development of the cooperative movement in Tanzania despite 
its impressive progress. Digby briefly covers the development but fails to 
illuminate the colonial authority’s policy and aspects of political intervention. 
Her discussion of Tanzania is predominantly about the Kilimanjaro Native Co-
operative Union (KNCU) and the Ngoni-Matengo Co-operative Union 
(NGOMAT) but she mentions nothing about, for instance, the Bukoba Co-
operative Union (BCU) and the Victoria Federation of Co-operative Unions 
(VFCUs) and its affiliated societies. Her focus is predominantly on the colonial 
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era and makes no reference to the post-colonial era. Gorst (1959) and Kimario 
(1992) illustrate the background to the development and progress of coopera-
tives in Tanzania without touching upon policy and political aspects in their 
narratives.  

Ngeze’s (1975) work provides a historical development of the cooperative 
movement in Tanzania. His work bears some similarities to that of Kimario 
(1992). CUT (1977) and Sadleir (1963) have not provided an account of why 
the promotion of the cooperative movement in Tanzania during the colonial 
era was characterized by uneven growth and development, whereas Eckert 
(2007), on the other hand, generalizes that the cooperative movement in 
Tanzania was mainly the result of growers’ initiatives. Furthermore, Eckert 
(2007) maintains a contention that the cooperative movement was imposed on 
the colonized by the British, a statement, which is not entirely supported. 

Dubell (1970) suggests that the Kilimanjaro Native Co-operative Union 
(KNCU) was crucial for the cooperative movement in Tanzania. This indicates 
that the growth of the KNCU was a stepping-stone towards the spread of the 
cooperative societies across the country. Apparently, this is misleading and 
constitutes a denial of the colonial officials’ attitude that plays a part in 
undermining, and also slowing down, the development of cooperative societies 
outside Kilimanjaro, which contributed enormously to a stunted growth. 

This chapter provides a departure from a disjointed and punctuated ap-
proach as well as misleading or incorrect arguments and evidence with mudd-
led details dominant in the existing literature. It explores the interlocking forces 
and policies that led to its growth and development and related intricacies 
throughout the period under study. In addition, no work in the existing lite-
rature has examined or assessed the factors that led to a myriad of geographical 
differentiations in the development of the movement in the country and the 
timing of the emergence of co-operatives. A critical gap in the existing litera-
ture is on the overall background regarding political and policy decisions that 
led to the promulgation in 1932 of the cooperative legislation in Tanzania. 
Moreover, the chapter critically examines the promotion of cooperatives, and 
the restructuring during colonial and post-colonial periods.1 

Cooperative Movement in Tanzania 
The first phase, 1925–1932 

The promotion and encouragement of crop marketing cooperative societies in 
the country differed from one geographical area to another. This was partly 
prompted by local policies and approaches by colonial officials and marked the 
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first and earliest phase in the history of the AMCOS in Tanzania. The move-
ment started in 1925 with the formation of the native growers’ coffee marketing 
organization, the Kilimanjaro Planters Association (KNPA). The KNPA was 
one of the first ever indigenous associations in the country drawing member-
ship from native small-scale coffee growers on the slopes of Mount Kilimanjaro 
and neighboring locations such as the Mwanga, Same, and Arumeru districts 
in northern Tanzania as far as Mount Kenya (Westergaard, 1970). The KNPA 
was registered in January 1925 under the provisions of Section 26 of the Indian 
Companies Act, 1913. The KNPA was primarily a coffee marketing organiza-
tion aimed at defending members’ interests against the settler community who 
opposed the fact that the government permitted natives to enter the industry 
because of fear of infecting their farms with diseases and pests and also claimed 
that they were inexperienced (TNA, 13060a). Moreover, and maybe more 
relevant, the settlers opposed the forming of the organization, because it could 
create problems in recruiting laborers among the natives (Seimu, 2015).  

The KNPA was largely successful in providing a ‘counterattack’ on the 
settlers that infuriated the settlers’ community and the pro-settlers’ colonial 
officials who had to retaliate against the Association. For example, the District 
Office (DO) of Moshi pointed out that, ‘the KNPA has outgrown its usefulness 
and is inefficient, unable to deal with cultivation and care of coffee plantations’ 
(TNA, 11908a). Whereas the Northern Province Commissioner, Mr Hallier, 
alleged that the KNPA had a bad relationship with the Native Authorities 
(TNA, 12809a). Such opposition against the government’s policies resulted in 
labelling the KNPA as a subversive organization that needed to be abolished. 

It was not possible to ban an association because the League of Nations (later 
on the United Nations) provided protection of such associations across man-
datory states. The Secretary for Native Affairs (SNA), Charles Dundas, had 
engineered its formation and remained supportive of the organization. 
However, the SNA considered that such an attack must be a failure and thus 
encouraged similar associations across the country. This was achieved through, 
first, the convening of the District Officers (DOS) and District Administrators 
(DAS) conference in October 1929 in Dar Es Salaam to discuss the promotion 
of cooperatives in the country. However, the agenda could not be achieved 
because none of the colonial officials in Tanzania had expertise on how to pro-
mote cooperatives, they lacked knowledge on how cooperatives were organized 
and had no knowledge in drafting a cooperative legislation.  

During the late 1920s and the global economic recession of the early 1930s, 
KNPA faced economic troubles and this was regarded as a business failure by 
the colonial authority, which implicated their leaders with an embezzlement 
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that prompted a need to replace and even imprison them. The difficulties and 
the intervention by the government on the management of the KNPA paved 
the way for seeking assistance from the Colonial Office in London to promote 
cooperatives. In response, the Colonial Office (CO), liaised with Claude Francis 
Strickland (popularly, C.F. Strickland) the former Registrar of Co-operative 
Societies in Punjab (TNA, 19595a), drafted the cooperative legislation for 
Tanzania (TNA, 13698a). The Colonial Office (CO) and Tanzania’s colonial 
authority gave Strickland the terms of reference for the assignment (TNA, 
13698b). The terms highlighted an examination of coffee marketing specifically 
in Kilimanjaro (TNA, 13698c), which for a couple of years was under the 
monopoly of the KNPA. The terms and discussions between the colonial 
authority and Strickland revolved around creating a suitable mechanism that 
would pave the way for replacing the association by ensuring that growers had 
the mandate to market their products through cooperative societies and not 
through KNPA (TNA, 13698d; TNA, 13060b). 

By the early 1930s, the cooperative legislation provided as a legal ground for 
side-lining the association was approved by the Tanzanian Legislative Council 
(LEGCO). However, the CO, which was at the time controlled by the Labour 
Party, was reluctant to approve the legislation because there were no experts 
available in Tanzania to facilitate the promotion of cooperative societies. 
However, the promotion and registration of cooperative societies took a new 
turn due to the political development that occurred in Britain in 1931. The 
Conservative Party won the general elections held in October 1931 and 
launched a new policy for the colonies. The CO approved Tanzania’s coope-
rative legislation by early 1932, which prompted the appointment of an acting 
registrar of cooperative societies. The political development in Britain coin-
cided with a change of governorship in Tanzania that created an opportunity 
for the colonial authority to influence the CO to approve the application of the 
Co-operative Ordinance with effect from May 23 1932. It should be noted that 
the cooperative legislation, however, provided a politically expedient solution 
in side-lining the KNPA by the formation of the Kilimanjaro Native Co-opera-
tive Society (KNCS), which took over all functions of the association (Seimu, 
2015). 

The 1932 cooperative legislation did not only circumvent the KNPA, the 
growers were also compelled to be members of a cooperative society excluding 
KNPA. In effecting this decision, the registrar of Co-operative Societies was 
appointed by the Chief Secretary (CS), on behalf of the Governor on March 4 
1932 to fill the position on a short-term basis (Seimu, 2015). In October 1932, 
the KNCS and its affiliated societies submitted registration applications with 
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the help of a registrar (TNA, 25777a). At the same time, the KNCS changed its 
name to the Kilimanjaro Native Co-operative Union (KNCU), and the KNCU 
application for registration was duly accepted and registered in January 1933, 
along with 12 affiliated cooperative primary societies. 

The second phase, 1933–1945 
The interwar phase contained decisions with a major impact on the general 
development of the cooperative movement. This section highlights policy, 
political decisions and their implementations particularly around the pro-
motion and registration of AMCOS. Despite having the cooperative legislation 
and the Registrar of Co-operative Societies in place, the colonial authority was 
adamant to foster the spread of the cooperative movement in other parts of the 
country. 

On his return in May 1935, the registrar published a report (TNA, 22919a) 
that recommended a clear road map for the cooperative development, and he 
proposed the introduction of new types of cooperatives – for instance credit, 
dairy and livestock – for the colony, and proper cooperative education. He also 
suggested setting up a Cooperative Department and a tertiary (apex body) 
society. In hindsight, Northcote’s report was obviously wrongly timed.2 In his 
comments on Northcote’s report (TNA, 25147a), the acting CS, Gerald 
Fleming Sayers, was highly skeptical to the suggested cooperative policy. He 
pointed out that, ‘it must be understood that, the government has no doctri-
naire (or other) predilection for cooperation and has no wish to urge it on any-
one (TNA, 22919b), nor on any group, European, Asiatic or African (TNA, 
22919c). It was also insisted that no Cooperative Department should be set up, 
because nothing of that kind (whatsoever) was needed. Clearly, this was a 
major blow for the Registrar’s proposal. But the CS pointed out that, there 
should be a consideration if there is a genuine local desire’ (TNA, 22919d). 
Furthermore, the CS opposed Northcote’s recommendation to set up a Coope-
rative Department and for him ‘to establish such a Department will only result 
in drowning a possibly useful development in ink’ (TNA, 22919e). Against this 
backdrop, Northcote’s proposal was regarded as obsolete and it became 
difficult to promote the cooperative movement. 

The CS authoritatively disclaimed any attempt to promote cooperation and 
he put Northcote’s invitation on hold (TNA, 22919f). It was alleged by the CS 
that this would remain the position pending an approval from the Secretary of 
State (TNA, 22919f). It was insisted that cooperatives had to emerge 
spontaneously from the growers (TNA, 22919f). Ideally, a cooperative society 
should be a spontaneous growth, springing from the needs of the people/mem-
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bers with a determination to improve their economic conditions through the 
principle of mutuality. However, government support would facilitate the 
emergence of cooperatives. But this demonstrated the single-minded character 
of the CS that wanted to undermine the development of cooperatives in the 
entire country. The CS was determined to suppress any initiatives from the 
Provincial Commissioners who were informed by CS that ‘Northcote was 
assigned other duties (not cooperation), which more of his time has to be 
devoted to’ (TNA, 22919f). In short, Northcote’s ambition failed to be a game 
changer for the development of the cooperative movement in Tanzania, partly 
due to the lack of policy or policy consistency and the non-existence of plan-
ning strategies. 

The obstruction by the CS to promote cooperatives proved to be a failure in 
the Kagera region too. Following his attempt to have the Native Growers 
Association (NGA), which was led by Herbert Rugazibwa (president) and 
Clemens Kiiza (secretary), engage in coffee handling in a similar way as the 
KNPA in Kilimanjaro, the NGA imported a hulling plant for coffee processing, 
which was installed in the Mbatama village (TNA, 24545a). However, its 
license was withdrawn by the government in 1939 due to its involvement in 
protesting against coffee rules passed by the colonial authority in 1937 (TNA, 
24545a). Notably, the NGA’s attempts failed due to several policy obstructions 
(Seimu, 2015), for example, a geographical proximity to Uganda, which opened 
up an opportunity for a reliable water transport for the exports of coffee from 
the region through Lake Victoria and then rail transport to Mombasa, Kenya. 
Subsequently, such challenges forced Tanzania’s colonial government to 
mandate Uganda to dictate a coffee marketing policy in the region. In addition, 
protests from Indian traders against the promotion of coffee from cooperative 
societies in Tanzania in the 1930s and the rejection of the cooperative bill in 
the LEGCO in 1935 and 1938 had a far-reaching effect on the region (Seimu, 
2015). This development had differing impacts on the cooperative movements 
in various regions. 

In the Kagera (Bukoba) region, the then PC, Lake Province Mr C. Mac-
Mahon, suspected the NGA of involvement in politics (TNA, 41011a) since 
both Herbert Rugazibwa and Clemens Kiiza were members of the Tanganyika 
African Association (TAA) committee. The association claimed to represent 
the interest of all Africans and aspired to represent African opinion in debates 
on governmental policies. In 1954, the association was transformed into a 
political party, Tanganyika African National Union (TANU). In this regard, 
TAA and NGA were connected to the opposition of the colonial rule. Thus, 
Northcote’s idea to promote or to register spontaneous grower organizations 

222 



 

    

 
  

 

    

 
 

 
 

 
 

  
 

  
 

 

 

 

 

 
 

 

10. TANZANIA’S COOPERATIVE MOVEMENT 1932–1982 

like the NGA was ruled out. The PC decline was also driven by a fear that co-
operatives could pose a threat to the British supremacy. Ostensibly, this would 
disrupt the whole industry. For example, the PC argued further that: ‘pro-
motion of cooperatives is nothing other than brewing unrest’ (TNA, 25777b). 
Other factors, such as opposition from the Director of Agriculture (DA), the 
provincial authorities as well as Indian traders who more or less controlled the 
coffee marketing in the region, halted the cooperative movement and in 1935, 
there was no single society that was registered in the country, outside Kili-
manjaro.  

Attempts to form a cotton marketing cooperative in the WCGA3 began in 
May 1932 by Chief Mgemela of Bakwimba in the Kwimba District (TNA, 
20999b). His request occurred in the midst of the Great Depression, when 
growers’ income was seriously affected by the declining world price on cotton. 
For Chief Mgemela, cooperatives offered a solution to several problems, 
improving the growers’ income (TNA, 20999c) but also facilitating the build-
ing of a hospital in his Chiefdom, which had been promised by the government 
but cancelled due to lack of funds (TNA, 20999d). However, the attempt to 
promote cooperatives in the Kwimba district was unsuccessful due to, first, the 
cooperative legislation not yet having been approved (TNA, 20999b). Second, 
the DC of Kwimba stated that it was not necessary to form a cooperative 
society, as the Native Treasury No 2 Accounts had effectively been playing the 
same role (TNA, 20999b). 

The failure to promote cotton-marketing cooperatives in the WCGA in 
the early 1930s was further endorsed by the Indian merchants in Tanzania 
and Uganda, who were dominating the cotton trade (Seimu, 2015). But the 
primary problem for the WCGA was policies and the understanding between 
the colonial authorities in Tanzania and Uganda, which stated that transports 
from the region should go through Uganda and since cooperatives were not 
yet allowed in that country, WCGA did not receive a permit. Thus, Uganda’s 
colonial government was dictating the cotton marketing policy in the 
WCGA. In addition, the Indian merchants in Uganda opposed a cooperative 
societies’ bill, which was presented to the LEGCO in 1935. Uganda’s Asian 
traders dominated the trade of agricultural commodities and controlled 90 
per cent of the country’s trade (Hailey, 1957). In 1935, the bill was rejected 
but the colonial government in Uganda continued with the proposal and in 
1938, it finally got approved, stating that cooperatives were an integral part 
of the development of the cash crop industry among small scale growers 
(Horrace Plunkent, 1949: 315). 
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In 1935, the rejection of the cooperative ordinance in Uganda had direct 
negative implications for the growth of cooperatives in the WCGA as the 
merchants from Uganda had a strong influence. Pressure was also exerted on 
the colonial authority in Tanzania where the merchants opposed the develop-
ment of the cooperative movement. The Indian merchants in Tanzania urged 
the government to abandon its commitments to promote agricultural market-
ing cooperatives. According to them, a promotion implied participation by the 
colonial authority in commerce – which should be avoided – and the natives 
were – according to the merchants – not capable of handling cotton marketing 
(TNA, 35783a; Okereke, 1974: 20). 

Despite obstructions by the CS, cooperatives were formed in other parts of 
Tanzania particularly in Ngara and Ruvuma. In 1936, coffee marketing soci-
eties were registered in the Ngara district under the umbrella of Bugufi 
(Tanganyika Territory, 1947). In the same year, tobacco-marketing societies 
were registered in the Ruvuma region to serve growers from the Songea and 
Mbinga districts, forming the Ngoni and Mtengo Co-operative Union 
(NGOMAT), which had affiliated societies operating in various rural areas 
where small-scale farmers produced tobacco (TNA, 37192a). The formation 
and registration of Bugufi and the NGOMAT and their affiliated societies was 
not in defiance of the CS position. The promotion of cooperative societies 
implemented as part of the colonial self-sufficiency policy, encouraging cash 
crop production and ensuring the supply of agricultural raw materials. 
Initiatives of this nature rendered support from Britain, both politically and 
financially; for instance, Britain supplied £2,000 for promoting NGOMAT and 
its affiliated societies (TNA, 37192a). However, the funding obtained took the 
form of loans from the Colonial Development Fund, with a 3.5 per cent interest 
rate per annum (League of Nations, 1939). The Colonial Development Fund 
regarded loans as the most productive incentive to encourage small-scale 
growers to increase cash crops and provide them with marketing facilities for 
their products (TNA, 37192a). Other types of cooperatives also faced similar 
challenges.  

In spite of the difficulties in receiving support from the colonial Develop-
ment Fund, five credit cooperative societies were formed and registered in the 
1930s and 1940s. The emergence of these societies can mainly be explained by 
support of capital from the His Highness Aga Khan Foundation. Three socie-
ties were registered in 1938; Tanganyika Ismailia Credit Co-operative Society 
Ltd (in Dar Es Salaam), Moshi Ismailia Credit Co-operative Society Ltd and 
Mwanza Credit Co-operative Society Ltd. After World War II, The Dodoma 
Ismailia Credit Co-operative Society Ltd was registered in 1946 and the Tanga 
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Ismailia Credit Co-operative Society Ltd in 1947. Noticeably, the credit socie-
ties consisted of individuals from the Indian ethnic community, mainly the 
Ismailia sect (Tanganyika Territory, 1947 App. 4; Tanganyika Territory, 
1949:8; Horrace Plunkent, 1947).  

The political and policy decisions by senior colonial officials also had a 
major impact on the growth of other types of cooperatives, for instance in 1941 
when the Chagga Transporters Co-operative Society was registered. The trans-
port society’s principal task was to transport coffee from various KNCU’s affi-
liated primary societies and deliver this to the union warehouse in Moshi town. 
Individual members owned the vehicles serving the societies, and the assign-
ment of the society was to note and arrange orders, purchase bulks of fuel and 
spare parts on behalf of the members (Horrace Plunkent, 1958: 307). 

The post-war phase 
In post-war colonial Tanzania, new stakeholders entered the market and had a 
major impact on the cooperative promotion policies. In particular, stake-
holders’ such as the United National Organization (UNO), the International 
Labour Organization (ILO) and pressure groups such as the British Fabian 
Colonial Bureau, influenced the cooperative movement in the colonies. 
Pressure from these stakeholders prompted policy reforms in the Colonial 
Office and down to individual colonies. The process was sparked by the 
deployment of W. H. Campbell in East Africa to investigate the possibility to 
promote and strengthen the existing cooperative societies in line with the cash 
crop marketing policies.  

UNO was one of the key stakeholders that changed the policy towards the 
promotion of cooperatives in the colonies. Most of the colonial powers were 
members of UNO and ratified the decision to promote the cooperative move-
ment as a means of rebuilding the economy in the colonies. At the meeting in 
Hot Springs (US) in 1943, UNO decided that cooperatives should play a crucial 
role in the post-war reconstruction and for social and economic adjustments 
in the colonies. This decision stemmed from the experiences in Europe, where 
the cooperative movement supported the UNO in providing relief services, 
rehabilitation and reconstruction of communities during the war (and would 
continue to do so after the war) (ILO, 1955). It was also stressed by the UN 
agency the International Labour Organization (ILO) that the colonial authori-
ties should play an integral part in promoting the cooperative movement in the 
post-war years (ILO, 1950). In general, the intervention in the promotion of 
cooperatives by the colonial authority in Tanzania – regardless of the slow and 
punctuated development – was indeed impressive as compared to other East 
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African countries. The reason for this was that UNO, and ILO put pressure on 
the Colonial Office to change the conditions in Tanzania. 

As a result of pressure from the UNO and ILO, in 1944, the Colonial Office 
appointed W. K. H. Campbell to investigate the opportunities for cooperative 
development in East African countries. Campbell identified five key factors 
that hampered the progress in Tanzania: shortage of staff, the KNPA 
experience as well as the uncertainty created by the 1937 coffee riots in 
Kilimanjaro, the inability of growers to manage societies, and fears that the 
movement would interfere with the affairs of the Native Authority. In his 
report, it was made clear that, ‘time was ripe to embark in promotion of 
cooperatives owing to the prevalence of embryonic associations that suggested 
some degree of spontaneous growth that required legislation and government 
guidance for their promotion, formation and registration’ (Campbell Report, 
1944). Campbell further emphasized that cooperatives should be formed to 
accommodate soldiers returning from WWII battlefields, for instance from 
Ethiopia and Asia. The cooperative movement was expected to divert political 
tension and was viewed as an important tool for undermining the struggle 
against the colonial rule (Campbell Report, 1944). Campbell had also detected 
an inability among growers to form cooperatives without any government 
support. This was, in fact, a policy shift from the spontaneous growth view to a 
standpoint that the government should intervene. According to him ‘the 
government intervention is justified’, but the members of societies should 
decide on the operations of the organizations, not the government (TNA, 
33017a). 

The UN agencies and Campbell envisioned the formation of various kinds 
of cooperatives such as agricultural and animal production as well as consumer 
societies in developing countries. It was stated that the policy implementation 
would be hollow without any local initiatives, but the external impetus was 
regarded as vital to stimulate a change of attitudes and interests among colonial 
officials in the colonies. A Special Committee was set up in 1941 to analyze the 
achievements of the cooperatives and what they might achieve in the future. A 
member of the Special Committee was Arthur Creech Jones, MP who became 
Colonial Secretary in the Labour Government. The report was published in 
1945 and recommended installing a cooperative department within the central 
Colonial Office (Fabian Colonial Bureau, 1945). Creech reorganized and 
reshaped the Colonial Office to reflect the demand for changes in the colonies 
and to accommodate both international and local pressure for promoting 
cooperatives (The Bombay Co-operative Quarterly, 1950). This was achieved 
by pressuring colonies to pass or amend the legislation to enable the establish-
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10. TANZANIA’S COOPERATIVE MOVEMENT 1932–1982 

ment of cooperative departments in every colony, which were pivotal in 
fostering the cooperation. At this point, the Colonial Office policy towards the 
co-operatives was that ‘the value of co-operative societies is no longer a matter 
of any dispute’ (TNA, 19005b), and it was emphasized that cooperatives should 
be used as an instrument for the construction of a prosperous African com-
munity (TNA, 33017b). 

Post-war development 
The promotion of the cooperative movement policy was embedded in the 
Colonial Office’s post-war marketing policy, which was circulated to all British 
colonies (TNA, 37192). The policy stressed that producers should be organized 
into producers’ associations, i.e. cooperatives. Colonial policies regarding co-
operatives were adjusted to follow the Colonial Office post-war marketing and 
development policy. The noted changes of the policy after the war increased 
the number of registered cooperative societies (TNA, 33017c). The first to be 
registered in Tanzania was the Mwanza African Traders Consumer Co-
operative Society (MATCS) in 1946, which was important for the growth of the 
cotton marketing cooperatives in the WCGA. 

Several other consumer cooperative societies were registered in 1946, for 
instance Chagga traders’ consumer cooperative society, Tanganyika Co-opera-
tive Trading, and Tanga Co-operative Trading. The East African Co-operative 
Trading Society with its headquarters in Nairobi (Kenya) had branches in 
Tanzania, in Arusha and in Moshi. The Arusha Co-operative Stores Limited 
had exclusive membership confined to members of the Ithna-Ashri sect 
(Tanganyika Government, 1949:8). 

The post-war era was coupled with pressure for agricultural policy reforms 
to align with the colonial powers’ demand for raw materials. Agricultural mar-
keting cooperatives were encouraged, and the Colonial Office (CO) recom-
mended amendments of several cooperative legislation sections. One of these 
was Section 36 of the Co-operative Ordinance, No 7, of 1932, which was mainly 
in contradiction to the cooperative principles as it emphasized compulsive 
measures such as membership and the compulsion of growers to sell their 
produce through cooperative societies. Understandably, that function was 
handed over to the marketing boards. In addition, the changes constituted a 
means of streamlining the legislation in all British colonies but in practice, it 
meant that a new sweeping power was granted to the Registrar of Co-operative 
Societies. The power given to the registrar was to dissolve cooperative societies 
and appoint a supervising manager to monitor the management and affairs of 
any society. 
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BEYOND BORDERS 

Nevertheless, the attempts to form cooperatives proved futile in the second 
half of the 1930s and were disappointing for both growers and colonial officials 
in the Tanzania’s Southern Highlands. The involvement of colonial officials 
was evident in the formation of cooperatives in the Southern Highland 
Province (SHP), particularly in the then Rungwe district. On December 14 
1945, the Provincial Commissioner (PC) presented his proposal to the CS on 
the commitment to register cooperative societies in the province (TNA, 
322997a). In his proposal, the PC outlined a detailed financial implications 
proposal for setting up cooperative societies, a task that was undertaken by a 
senior agricultural officer (TNA, 322997a). The PC proposed rice marketing 
cooperative societies in Kyela and coffee marketing cooperative societies in 
Mbozi and Rungwe (TNA, 322997a). All this demonstrates how the colonial 
authority exploited the Native Authority in the province to facilitate and 
implement the policy.  

To evade previous disappointment, the PC identified, in his proposal, that 
a source of funding could be savings from the Native Authority Treasury No 2 
Accounts. The savings consisted of accumulated funds from the marketing of 
coffee and rice produced by natives in the province. In principle, the CS 
accepted the idea and informed all PCs in the country that the accounts could 
be used to promote cooperatives in their provinces. On the other hand, the 
Registrar of Co-operative Societies pointed out that, ‘whoever and wherever an 
attempt was made to promote cooperative societies setting up on the native 
control and marketing boards is a priority that should not be ignored’ (TNA, 
32997c). The DA also provided strong support for the promotion of rice 
marketing cooperative societies in Kyela and coffee marketing cooperative 
societies in Mbozi and Rungwe. 

Consequently, in 1947 ten primary cooperative societies, of, which four (4) 
were rice marketing cooperative societies, were registered in Kyela and six (6) 
coffee marketing cooperatives societies were also registered for the purpose of 
undertaking bulk sales formerly conducted by the local administration through 
the special Account of the Native Authority. In the same year, 1947, six (6) 
coffee marketing cooperative societies in Rungwe and Mbozi were registered 
(Tanganyika Government, 1947).  

The situation in Kagera on how to establish cooperatives was still uncertain 
for the colonial authority in the 1940s. The Bukoba Native Coffee Board 
(BNCB) had legal control of coffee marketing in the region. The power of con-
trol was provided under the Native Coffee (Control and Marketing) Ordi-
nance, 1937, and halted any kind of promoting of cooperatives in the region 
(TNA, 29585). In 1947, the Co-operative Department deployed, Mr J.S. Elliott, 
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a cooperative officer, to Kagera. However, the board did not cooperate with 
him owing to its entrenched attitude regarding the legal recognition of coope-
ratives. The board asserted that it was legally correct to reject Elliott’s proposals, 
and continued to appoint agencies and contractors of its choice to market 
coffee produced by growers. In a further development, the registrar proposed 
the appointment of a cooperative officer, Mr A. Horley, to fill the post as 
Executive Officer of the BNCB when it was advertised (TNA, 11969/9a and b). 
The registrar managed to convince the government during the 1947 Provincial 
Commissioners conference to consider appointing Mr A. Horley as Executive 
Officer of the Board, as ‘here would be more reality in the aiding of cooperative 
societies’ (TNA, 11969/9a). This demonstrated the department’s determina-
tion to overcome the obstruction that Elliott had encountered. It obviously 
envisioned that the appointment was an opportunity to stir enthusiasm within 
the board and to manipulate policies in favor of the registrar and the depart-
ment to promote cooperative societies in the region. Mr T. M. Revington was 
recruited (TNA, 11969/9c) and the board assured the registrar that it would 
now facilitate the promotion of cooperative societies (TNA, 11969/9d). 
However, the board remained reluctant to foster cooperatives. 

To counteract the resistance, the Registrar of Co-operative Societies was 
accorded powers provided under the African Agricultural (Control and 
Marketing) Ordinance No. 57, 1949 since there was no prospect for policy 
change. The root of this legislation originated in the Colonial Office post-war 
policy on agricultural development (TNA, 27317a and b). The Colonial Office’s 
policy was key in facilitating and reinforcing the marketing legislation for cash 
crops. Under the legislation, the Department and Registrar of Co-operatives 
had to exert its dominance over policy decisions and directions ultimately in 
favor of promoting cooperative societies. The registrar had to ensure that it 
produced a comprehensive legislation that had to deal with all native/African-
produced cash crops, of which cooperative societies had to play a key role in 
handling/marketing them just as in Kilimanjaro and other areas in the country. 

This was a significant step and necessary to weaken the powers of the 
colonial provincial administration and BNCB in preventing the promotion of 
cooperative societies. This represented the colonial government asserting its 
authority over the provincial administration and BNCB. As a result, the pro-
vincial administration and BNCB were both forced to promote cooperatives. 
Under the ordinance, the functions of the board were further extended to 
include the promotion and development of the cooperative movement (TNA, 
11969/9d).  
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BEYOND BORDERS 

The legislation provided a means for exerting pressure on existing market-
ing boards, mainly the BNCB, to promote the cooperatives (Tanganyika 
Government, 1947). The objective of the legislation was to foster cooperation 
(TNA, 24545). The marketing boards were created as an interim measure, 
pending the formation of producers’ cooperatives and marketing boards, 
which were government instruments to promote such societies starting at the 
primary level for crop marketing, had taken definite steps. Consequently, the 
marketing legislation weakened the provincial administration and BNCB’s 
powers to impede the Cooperative Department’s attempts to promote 
cooperatives by compelling boards to appoint cooperative societies as their 
crop handling agencies. 

It must be noted that the policy shift was significant and necessary not only 
in order to control agricultural products, but also to ensure that production 
and marketing played a part in the recovery of the post-war British economy. 
Additionally, the legislation went hand in hand with ensuring that surpluses 
that were accrued by the boards should be returned to growers through the 
cooperatives (TNA, 11969/9e). Thus, the boards did no longer retain control 
of the surpluses, which were now to be redistributed amongst growers as co-
operative members in line with the ICA and Rochdale principles. Furthermore, 
the marketing boards were required to disburse part of the profits accrued from 
sales of coffee (TNA 24545).  

This was a clear victory for the Cooperative Department, which was em-
powered by the colonial authority to engage itself directly in the promotion of 
cooperative societies. The government had implemented this change from a 
top-down basis (Tanganyika Government, 1951, paragraph 6). This approach 
was necessary due to the lack of enthusiasm from growers owing to some 
historical challenges from the outset of the commercialization of the coffee 
trade in Kagera. Yet in setting up cooperatives, the colonial authority, mainly 
the Cooperative Department, did not conduct any kind of education amongst 
the members. The establishment of cooperatives would likely have faced an op-
position from traders whose control over coffee marketing would be threaten-
ed. The government’s move towards this approach was also justified by its 
commitment or desire to have a single buyer for the region and attain policy 
consistency as in the Kilimanjaro, and Ruvuma regions where societies were an 
integral part of the marketing policy. In achieving their objective, 40 coopera-
tive societies were registered by March 1950 and the number increased to 49 
by the end of the year (TNA, 24545). The newly registered societies were form-
ed in various villages across the region and the number continued to grow, 58 
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10. TANZANIA’S COOPERATIVE MOVEMENT 1932–1982 

societies in 1954 and 73 societies in 1964 with 58,765 members (BCU, 1961– 
1963). 

In the Western Cotton Growing Area (WCGA), a new and crucial develop-
ment ushered in 1946 following the colonial authority intervention in the 
formation of cooperatives such as consumer societies that resulted in the regis-
tration of the Mwanza African Traders Consumer Co-operative Society 
(MATCS). In the early 1950s, several other organizations were founded with 
or without support from the colonial government. In the Geita District (TNA, 
215/1423/C i) embryonic growers’ associations were formed in 1952 in 
Buchosa and Karumo Chiefdom such as Wakulima wa Kiafrika, the Wafikiri 
African Union Association of Sengerema, Wakulima Stadi, the Sukuma Union 
and the Zinza Union. These societies in Geita went as far as forming a second-
ary society, the Mweli Co-operative Union. The members of societies formed 
in Geita were cotton growers who emerged from the post- World War II policy 
that promoted progressive farmers who enjoyed support from the colonial 
government, provided them with access to agricultural credit and high-yield 
cottonseed varieties (TNA, 215/A3/1 i). Thus, the support for a formation of 
cooperatives was partly an economic initiative as well as a political one that 
aimed at accommodating soldiers returning from WWII to divert their poli-
tical interest from engaging in the struggle against the colonial rule. 

Pressure from below 
The unregistered societies in Ukerewe, for example, were also formed with an 
affiliation to the MATCS. The most prominent society was the Ukerewe 
Farmers Society, which demanded an entry into cotton marketing and, in some 
instances, did so illegally. Unlike in Geita, district colonial officials did not 
provide any support to any society in Ukerewe because the region was viewed 
as calamitous as far as cotton marketing was concerned. However, the colonial 
officials supported the continuation of cotton marketing by Indian traders, 
because they were regarded as crucial in generating governmental revenues. 
On the other hand, the growers formed groups, popularly referred to by the 
colonial authority as independent weighers groups or as the avapimiva magafu 
in Ukerewe and mabebete among Wasukuma. These groups were stationed at 
every cotton buying post as a way of avoiding that Indian traders cheated 
growers. The colonial officials, particularly in Ukerewe, viewed them as trou-
blesome and a nuisance to cotton buyers (TNA, 215/1423/C iii). 

The growing number of organizations in the WCGA with varied interests 
as far as cotton marketing was concerned was considered as a weak point to 
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pressure the colonial government to promote the cooperative movement. This 
was realized by the MATCS’s leaders that had to reconsider reorganizing the 
approach, following a rejection of its attempt by the colonial authority to 
market cotton that led to the formation of the Lake Province Growers Associa-
tion (LPGA). The primary motivation for the formation of the LPGA was to 
enter and become a key participant in cotton marketing in the WCGA. Since 
the objective of the LPGA was to cover the entire WCGA, it became necessary 
to bring grassroots organizations and unregistered societies under its umbrella. 
Having organized various associations under the LPGA provided a pivotal base 
in pressing for opportunities to be open to native organizations. It began to 
challenge the existing colonial authority barriers that constituted an obstacle to 
entry for natives involved in the cotton trade. The LPGA, for example, pro-
tested against the exclusion of natives in cotton marketing that was provided 
under the cotton marketing policies.  

The war and post-war policies indicated a lack of confidence in natives to 
be engaged in cotton trading. This was portrayed by the Cooperative Depart-
ment, which was hesitant to register cotton marketing cooperative societies in 
the WCGA. Thus, the LPGA had an agenda to exert pressure on the colonial 
government by demanding a review of the colonial officials’ attitude. This went 
hand in hand with a threat by the LPGA leaders to mobilize growers to boycott 
selling their products in 1953 (Seimu, 2015). The threat worked as the colonial 
government was forced to deploy the cooperative officer to promote coopera-
tives and register cooperative societies from 1953 to market cotton in the same 
year (TNA, 215/1423/C iv). 

The newly registered societies in the WCGA proved their capacity to handle 
cotton from growers. The government supplied financial and logistical support 
to stabilize societies from the first season in marketing cotton for the Lint and 
Seed Marketing Board (LSMB), (TNA, 215/1423/C v). The government also 
raised a fund (£32,500) in 1953, where registered cooperative societies could 
borrow money to purchase equipment (TNA, 215/A3/1 i). A total of £3,900 
were allocated to purchase trucks for transporting cotton (TNA, 215/1423/C 
iii). In 1954, the LSMB provided loans to 65 societies for building cotton stores 
as well as to purchase capital equipment (TNA, 215/A3/1 i).  

Further, in 1957 the LSMB lent 540,000 shillings to two societies in the 
Maswa district (Maswa District Annual Report, 1961). The support provided 
by the LSMB and the Cooperative Department mostly enabled societies to 
market their cotton more efficiently. In the early 1960s, the Maswa Cotton Co-
operative Society business operations were extended to Iramba and Singida 
because growers in these districts had no outlets through, which they could sell 
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their cotton products (Central Province Annual Report, 1961: 8). No single 
cooperative society was formed in these districts during the colonial rule. In the 
early 1960s, the Lutheran Mission provided support for the formation of 
cooperative societies connected to cattle marketing, oilseed and groundnuts 
(peanuts) but without any success (Central Province Annual Report, 1961: 8). 

Within two seasons, a large number of societies were registered in the 
WCGA, at the beginning, under the umbrella of the LPGA, which was not a 
cooperative society. This was viewed as a poor manner of organizing emerging 
societies and without secondary societies to assist the needs of primary societies 
– for example marketing their crop – the creation was vulnerable. In this 
regard, the secondary cooperative society (Union) had to be formed to serve 
cotton producing and processing zones, reinforcing the primary societies’ 
capacity (Seimu, 2015). The decision to form secondary societies was signifi-
cant for primary societies’ reliance on assistance from government institutions, 
the LSMB and the Co-operative Development Department. The process of 
forming unions was coordinated by the LPGA with support from the Coope-
rative Department and developed into a significant innovation with the crea-
tion of a unique cotton marketing structure that operated independently from 
one cotton production zone to the other. The cotton production zones were 
created from the 1930s to confine crop varieties within a specific location or 
climate conditions. Such reforms went hand in hand with recruiting personnel 
to manage the cotton marketing process to reinforce cooperatives capacities 
(Seimu, 2015). 

In 1955, seven unions were formed and registered to operate in various 
WCGA locations. The unions were supposed to supervise the activities of affi-
liated societies but also acted as a link between societies and the ginners and 
controlled the transportation. As noted, the unions operated within cotton 
producing zones to avoid mixing crop varieties that might compromise the 
quality. The setting up of the unions created a need for an umbrella organi-
zation of affiliated primary and secondary societies, and to facilitate negotia-
tions on behalf of the cotton growers with the government and the ginners, 
which at that time were dominated by Asian traders. This culminated in the 
LPGA transforming into an apex organization, which was renamed the Vic-
toria Federation of Co-operative Unions (VFCUS) on May 15 1955. By 1963, 
the VFCUs had 21 affiliated cooperative unions (Seimu, 2015). 

However, the formation of cooperatives during the post-war era was not 
successful everywhere. The evidence shows that in 1947, the native tobacco 
growers in Biharamulo, in the Lake Province and Kibondo division in the 
Western Province (today, Kigoma region) had shown a desire for the creation 
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of a cooperative society/organization. But the capacity to operate a society was 
lacking because the standard of literacy was low and it was not possible to 
recruit clerical staff from the district (TNA, 36883a). Therefore, the board had 
to fill these functions, which were provided under Section 6 of the Native 
Tobacco (control and marketing) ordinance (TNA, 36883b). However, accord-
ing to the Commissioner of Co-operative Development, R. S. W Malcom 
regarded this as a failure to promote cooperative societies (TNA, 36883c). 
Understandably, the role of being a registrar of cooperative societies was not 
merely to register but also to establish, promote and strengthen cooperative 
societies. 

The post-colonial phases 
Four phases can be distinguished in the post-colonial era. 

The first phase 
The colonial post-war period signified a new chapter in the expansion of the 
cooperative movement, and covered such regions as Mbeya, Songwe, Kagera 
and WCGA. However, the post-colonial government inherited a movement 
limited to a few regions and non-existent in most parts of the country. This 
became a crucial topic for the new government. Following the independence 
from Britain in 1961, Tanzania’s post-colonial government, under the TANU-
party, initially continued the colonial policy, but gradually ‘transplanting’ 
became the new policy. Politicians and government officials were deployed in 
rural areas to encourage growers to set up cooperatives in public meetings – 
the perception was that growers had limited knowledge and incentives to form 
their own societies. The common view was that governmental intervention was 
necessary to enhance social change and agricultural transformation. In short, 
the policy was successful and a large number of cooperatives covering a wide 
range of agricultural commodities were founded. 

Further, the government sponsored the formation and registration of the 
apex cooperative body the Co-operative Union of Tanganyika (CUT) in 1962 
that drew membership from all cooperative unions in the country and a total 
of 760 primary societies (Horrace Plunkent Foundation, 1962: 242). CUT was 
charged with providing cooperative education and advisory services that 
replicated the British’s cooperative union. The government’s position was pro-
vided under the National Agricultural Products Board Act, 1962, which pri-
marily envisioned the control of crops, implying a direct government involve-
ment in agricultural marketing. To this effect, the government strengthened 
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the administrative apparatus responsible for cooperation and adjusted the co-
operative legislation to fit the new strategy. This brought the cooperatives 
under strictly political and ideological imperatives dictated by the Govern-
ment. 

Moreover, the government amended Section 50 of the cooperative legisla-
tion in November 19624 by the responsibilities of the Registrar of Co-operative 
Societies provided under the Co-operative Societies Ordinance (Cap. 211), No. 
55, of December 3 1952 being handed over to the minister responsible for co-
operatives. At this juncture, the minister approved societies. Under the amend-
ment, the registrar’s powers and functions were vested in politicians. Registra-
tion and promotion of the cooperatives became a political issue and a priority 
dominated by a desire to expand the footprint. The registrar’s role was reduced 
to record keeping for registered societies and membership (Seimu, 2015).  

The promotion of cooperatives, mostly the AMCOS, was considered as a 
key driving force in invigorating the rural development and the economy at 
large. The post-colonial government had to demonstrate its commitment by 
adopting a policy that provided for an increased expansion of the cooperative 
movement’s footprints in the country, which implied drafting in more mem-
bers to the cooperative societies. This was viewed as important, mainly to 
mobilize and modernize agricultural and rural development that was in dis-
array following the years of colonization and perpetuated inequality, which 
were viewed as a threat to national unity and stability (Seimu, 2015). 

The post-colonial government saw the cooperative movement as instru-
mental for the ‘Africanization’ of important economic sectors, the policy aimed 
directly at eliminating Asian traders from crop marketing. Not only was the 
aim to set-up cooperatives in every part of the country, but also for every eco-
nomic sector in both urban and rural communities, for instance credit, indus-
trial and supplier of consumer goods, and transport sectors previously domi-
nated by Asians (CUT, 1977:55). The main objective was to seize control of the 
economic sectors that had been under the dominance of expatriates (URT, 
1966: 5). Nevertheless, the promotion of AMCOS’ initiatives was not always 
conducted with caution and undermined the International Co-operative 
Alliance’s (ICA) procedures in creating cooperatives with longevity that have 
to pay attention to the interests of their members. 

The second phase 
The First Five-year Plan marked a beginning of the political shift – by TANU 
– away from capitalism towards socialism, which was unveiled in the Arusha 
Declaration (ArD) of February 5 1967 (URT, 1964: 43; Nyerere, 1968: 13–37). 
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Under the ArD, major means of production and exchange were nationalized 
and placed under the control of workers and peasants through the government 
and cooperatives. With the nationalization of estates and plantations, the 
government could not cope with managing nationalized farms due to the lack 
of staff and funding. Therefore, it had to rely on cooperatives, for example, the 
KNCU. It was envisioned that the cooperative movement – under the policy of 
socialism – would facilitate Tanzania’s transition towards economic independ-
ence and self-reliance. 

During the implementation of the First Five-Year Development Plan, the 
Presidential Special Committee of Enquiry into the Co-operatives Movement 
and Marketing Boards was appointed in 1966 amid complaints from growers 
and cooperative members about the terms of payments for their products. The 
commission recommended – among other things – a strengthening of the Co-
operative Unions. Consequently, several developments took place; first, Paper 
No. 4 of 1967 was published that provided a new policy direction for the move-
ment. Second, the policy recommended the creation of multi-purpose coope-
rative societies intended to replace 14,000 Asians that controlled the retail 
sector and 4,000 in wholesale businesses, where the involvement of Africans 
had been negligible (Albaum & Rutman, 1967: 54–58). Third, the commission 
report signified the beginning of the strangulation of AMCOS in the country. 
The report did, for example, recommend a restructuring of the ts and, as a 
result, in January 1968 the VFCUS, which was the largest growers’ organization 
in Sub-Saharan Africa, was dismantled. The government’s standpoint was that 
the VFCUS had lost its connections to their grassroots members, societies and 
the unions (CUT, 1977: 36). The VFCUS was renamed the Nyanza Co-opera-
tive Union (NCU) and followed by orders from the government to create 
cooperative unions in each region in the country. 

Moreover, the commission recommended a restructuring of AMCOS, par-
ticularly the regional cooperative unions. This recommendation was imple-
mented through the Government Notice No. 3 of 1966 and all cooperative 
unions in each region should be merged into one. The government viewed the 
amalgamation of the unions as cost-effective and as a measure to resuscitate 
poor performing unions.The forced amalgamations were, however, carried out 
without the consent of the members. In implementing this order, the authority 
considered regional administrative boundaries as a primary factor but ignored 
key aspects such as business risks and prospects, and maybe even more 
importantly, members’ interest and their commitment to the cooperative ideal. 
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The third phase 
The Second Five Year Development Plan (1969–1974) revolved around the 
ArD – building a socialist state. It also emphasized that cooperatives should be 
production-orientedto first contribute to general economic growth and second 
members’ well-being’ (Nyerere, 1968: 67, 352). This marked a clear disorienta-
tion of the cooperative purpose. The cooperative movement, in particular 
AMCOS, was perceived as key for the implementation of the socialist policy as 
well as a driver of rural development. With this shift, it became clear that the 
cooperatives’ function was given a political role under the control of the party 
and the government (Seimu, 2015). This was a significant break from the Inter-
national Co-operative Alliance’s (ICA) cooperation model. Nyerere motivated 
this move by asserting that the government promoted cooperatives because 
that was the only way in, which to protect growers against exploitation. 

The fourth phase 
A further shift was signaled in a policy document, Socialism and Rural 
Development (Ujamaa na Maendeleo Vijinini), published in September 1967. 
The document was an integral part of the Arusha Declaration, addressing 
social and economic inequality in rural areas. The policy stressed the import-
ance of rural transformation provided by Paper No. 4 on the Ujamaa villages 
where people in rural areas should live together, jointly owing means of pro-
duction and working communally (URT, 1967). The Ujamaa villages consti-
tuted a model that borrowed some elements from the colonial era settlement 
schemes and resembled the Chinese and Israeli rural development pro-
grammes. The policy was provided by legal backing in 1975 under the Ujamaa 
Villages Act of 1975, giving legitimacy to all newly established villages. The Act 
designated villages as agents and basic crop collection points for crop authori-
ties for Coffee and Cotton (formerly referred to as the marketing boards). In 
addition, newly formed institutions such as the National Milling Corporation 
(NMC) and the General Agricultural Export Company (GAPEX) created in 
1973, were given responsibilities for production and development. In addition, 
the state took on the role of merchants in the form of crop authorities. Under 
the new marketing arrangement, the primary cooperative societies and unions 
were made redundant, thus paving the way for the government to intervene 
directly through its agencies in exploiting the growers (Seimu, 2015). The legis-
lation replaced primary cooperative societies by villages recognized as the 
cooperative entities responsible for and acting as sub-agents of marketing 
boards with multi-purpose functions (marketing or collection of crops and 
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input distribution). The regional cooperative unions do no longer have access 
to crops. This was also an indication of the declining governmental interest in 
the traditional model of cooperatives as both agents of social and economic 
change as well as for political purposes (Seimu, 2015). 

The village was the lowest level in the government’s hierarchical structure 
where – unlike cooperatives – it was  more suitable to be incorporated with  
political control of the rural community and to be engaged in the supervision 
of crop production as well as marketing. Under the villagization, membership 
became compulsory for all adults. At this juncture, the cooperative movement 
with capitalist-oriented elements was guided by principles that encourage 
individualism based on voluntary membership. Such features failed to deliver 
an envisioned communal way of life that was enshrined under Ujamaa. 
Additionally, each village became a political and ideological unit, and this un-
dermined the cooperatives because the politicization was contrary to the co-
operative principles (Seimu, 2015). 

Sub-section 14 of the legislation indicated that a ‘cooperative society can 
operate within village’, but according to the law, primary cooperative societies 
were illegal in all villages across the country. The legislation framed and struc-
tured a village management by borrowing key elements from the cooperative 
legislation and the constitution of the ruling party. The Act provided the vil-
lages with an opportunity to buy crops from producers and directly market 
their products to the statutory crop authorities while denying the primary 
cooperative societies to do so. The Village and Ujamaa Village Act stipulated 
that the village assembly was to elect a chairman who also automatically be-
came the chairman of the cooperative organization. The leadership and go-
vernance was not a product of democratic practice but imposed by the govern-
ment (Seimu, 2015).  

On May 15 1976, the government officially dissolved the AMCOS but the 
decision did not affect consumer, industrial and savings, and credit coopera-
tives. This marked the beginning of the entire rural community coming under 
direct control of the government. The decision meant that the agricultural sec-
tor was placed under the government’s socialist-planned and controlled eco-
nomy (Seimu, 2015). This was the culmination of the government’s installation 
of socialistic cooperatives at the village level, the nationalization of the means 
of production and growers being detached from their assets and ownership.  

However, the village cooperatives did neither have a legal basis nor by-laws 
for managing village cooperative businesses. The only guidance available was 
based on the village’s party branch powers, which had nothing to do with the 
cooperative. Thus, the cooperative model was shredded, crippled and became 
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meaningless (Seimu, 2015). The policy also disempowered growers who were 
left without any institutional arrangements or forum to discuss their situation. 
Understandably, such functions were handed over to the village government 
with the expectations to operate like Israel’s kibbutz and Moshav (Owusu, 1999, 
p. 323; Jacob, Undated). The Ujamaa villages were designed to be production 
cooperatives, ideal for economies of scale by pooling resources together such 
as land and the use of modern farming machinery. Ideally, the primary objec-
tive was to meet the political demands of the ruling party. The party was com-
mitted to eradicate all types of exploitation of man by man, but the village 
leadership paid more attention to the ruling party’s interests than those of the 
cooperatives. Hence, the village as a cooperative or kibbutz and moshav con-
cept failed to nurture or exploit skills, training and knowledge of the coope-
rative business (Seimu, 2015). 

Conclusion 
This chapter concludes that the colonial and post-colonial authorities inter-
vened in the formation of cooperatives because they were of economic strategic 
importance. However, the first phase was characterized by the colonial hesi-
tancy to promote the policy based on political and private interests and granted 
them monopoly in handling and exporting small-scale produced coffee, cotton 
and tobacco. During the phases covered in this chapter, the established legisla-
tions reinforced the government control over the cooperative movement and, 
in turn, the producers. Thus, the cooperative movement never attained an 
autonomous status and instead became part of the government machinery in 
extracting resources and exploiting small-scale growers. The post-war years 
witnessed of the colonial authority’s persistent encouragement of agricultural 
marketing cooperatives. Importantly, this was a period when colonial policies 
regarding cooperatives and African produced marketing were being brought 
in line with the Colonial Office post-war marketing and development policy. 
The encouragement of the cooperative societies was mainly to facilitate 
marketing and sustain the post-war British economy. At this juncture, the 
growers and the Tanzanian agricultural industry were directly linked to the 
colonial power’s post-war reconstruction. Against this background, the exist-
ing cooperative societies were maintained and new ones promoted to facilitate 
Great Britain’s access to export crops and counteract British economic woes. 
The use of the cooperative movement was a viable way of further exploiting 
colonial resources. The post-colonial authority perpetuated the colonial poli-
cies in promoting cooperatives and interventions strengthened the govern-
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mental control over them. The cooperative movement became an integral part 
of the propagation of the socialist/ujamaa ideology. 
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1 The primary sources for this chapter were generated by the colonial and post-colonial adminis-
tration, and cooperative movement documents regarding cash crop production, marketing, and the 
cooperative movement. The sources are preliminary materials, including both published and unpub-
lished sources from libraries and the Internet. In turn, this led to identification and selection of 
relevant sources from books and journal articles. Most of the primary evidence for this study was 
collected from the Tanzania National Archive (TNA) in Dar Es Salaam, and this included documents 
from 1916 to 1961. Similarly, native marketing boards documents, the Colonial Office (CO) policies, 
memoranda and circulars on agricultural crop production, marketing and development; the colonial 
government’s Co-operative and Agriculture Department’s Annual Reports, Policies, Memoranda, 
Orders, meeting minutes and circulars on agriculture, marketing and cooperative promotion and 
legislations. Also, the Agricultural and Natural Resources Committee reports as well as policy docu-
ments are included. The provincial and district reports Provincial and District books were used. 
These included correspondence between the governor, CS and the provinces, as well as the provincial 
annual reports and meeting minutes. Moreover, the study used correspondence between the pro-
vinces, districts, and native authorities, for instance letters between the PCs or DCs and various 
groups regarding permission to market crops and the formation and registration of co-operatives. 
2 For example, P.E. Mitchell, who was the Secretary for Native Affairs and CS and the replacement of 
Charles Dundas, was appointed Governor of Uganda in 1935 and later on Governor of Kenya. New 
officers were Sir Harold MacMichael, the Governor and the acting CS was W.E. Scupham until Henry 
Charles Donald Cleveland Mackenzie-Kennedy (chief Secretary in Tanzania from 1935 to 1939) was 
appointed in 1935. 
3 The area is located south of Lake Victoria covering the Geita, Mara, Mwanza, Simiyu and Kahama 
districts in the Shinyanga region and also the Nzega and Igunga districts in the Tabora region. 
4 Under the Co-operative Societies Ordinance (Amendment) Act, No. 72 of 1962, Cap. 211 the 
amendments were made in sections 37, 49, 50, 55, of by deleting the word ‘Registrar’ and substituting 
therefore the word ‘Minister’. Section 45 of the Ordinance is hereby amended by deleting the words 
‘Governor in Council’ wherever they appear therein except where they form part of the expression 
‘Governor in Council of Ministers’ and substitute therefore, in each case the word ‘Minister’. 
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11. Is the Integrated Cooperative Model (ICM) 
Suitable for Tanzania? 

SULEIMAN ADAM CHAMBO, ESTHER TOWO, GERVAS MACHIMU, 

ALBAN MCHOPA & MAULID BWABO 

Contractual cooperation was introduced in many African countries during the 
colonial phase. Contractual cooperation is different from the traditional forms 
of cooperation usually identified within African cultural settings. While tradi-
tional cooperation is based and driven by cultural norms of mutuality and reci-
procity, its organization does not have a visible structure, nor does it have writ-
ten constitutions. According to Craig and Pencavel (1995), contractual coope-
ration is a locally institutionalized form of organization with visible structures 
of management and systematic lines of communication. The cooperative 
movement in Tanzania with its traditional structure has been experiencing 
member-driven reforms (Allen & Maghimbi, 2009; Wanyama et al., 2008). 
Traditionally, the cooperative movement was based on a four-tier structure 
with primaries, secondary unions, apex cooperatives and the federation. As the 
liberalization continued in the 1990s, thereby encouraging economic reforms, 
the apex and unions were challenged by economic viability (ILO, 2002). 

In Tanzania, for instance, the cooperative movement has a three-tier sys-
tem, whereby there are primary cooperative societies, unions and apex (URT, 
2014). The Cooperative Act 2013 in Tanzania has provided powers to the 
primary cooperative societies to operate as independent business entities. It has 
been indicated in part four (iv) section 19.2 of the Act that it is upon the wish 
of members to constitute a particular society (URT, 2014). This has reduced 
most of the functions that was accomplished by the unions on behalf of pri-
mary cooperative societies such as marketing and the procurement of inputs. 
Cooperative unions still exist in Tanzania, but are declining for two major 
reasons; first, as competition hardened, cooperative businesses lacked demo-
cratized practice and transparency. Second, the primaries positively started 
taking full business responsibilities for their members (Sumelius et al., 2013). 
Such a scenario of shifting full business responsibilities to the primary society 
is considered to be a positive outcome of liberalization. It is then a conducive 
environment to implement a cooperative integration in Tanzania. 

Lawrence and Lorsch (1986) defined integration, for a single organization, 
as the state of collaboration that exists among departments that are required to 
achieve unity of effort. They found that most successful organizations simul-
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taneously achieve high levels of both integration and differentiation, defining 
the latter as ‘different departments having different structures and orientations 
(e.g. short versus long-term time orientation, relationship versus task focus, 
and high versus low formality of structure)’. This study is focused across and 
between co-ops rather than departments. Cooperatives can work together to 
achieve unity of effort and integration could help cooperative societies accom-
modate the needs of members. The word integration can mean different things 
in different contexts. Cooperatives can be integrated horizontally or vertically 
or can be part of vertical financing systems involving other organizations, 
which may or may not be cooperatives. The cooperative integration model is 
sought to open new possibilities for primary cooperative societies to operate 
differently, in a more self-reliant way. 

In this context, the Canadian Cooperative Association (CCA) has been 
working with partners to support them in building their own tools and solu-
tions for sustainable livelihoods, through owning and operating their own 
cooperative enterprises. For example, in the early 2000s, CCA helped introduce 
the component of finance, an innovation that certainly responded to the 
cooperative members’ needs. Since 2004, the Uganda Cooperative Alliance 
(UCA) has been working with CCA to develop and support an integrated 
cooperative model for sustainable development. One model has emerged to 
improve the livelihoods of rural farmers in developing countries through the 
integration of three functions: (i) agricultural production, (ii) marketing, and 
(iii) access to financial services. These three areas of cooperation are essential 
ingredients of this holistic approach for rural development. The model can be 
depicted as follows: 

Figure 1: The integrated cooperative model 

Source: Own construction. 
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11. (ICM) SUITABLE FOR TANZANIA? 

In this model, production, marketing support, and financial services are inte-
grated, yet separate entities. Rural Producer Organizations (RPOs) are made 
up of individual smallholder farmers, who join together to increase their agri-
cultural production and productivity, and to bulk, or aggregate, their produc-
tion for sale. Area Cooperative Enterprises (ACEs) are second-tier co-ops 
focused on marketing, typically made up of six to ten production cooperatives 
working together to take advantage of the economies of scale. These coopera-
tives provide market information, store agricultural inputs in bulk, assist with 
the strengthening of market linkages, and help negotiate bulk sales at reason-
able prices. They also help supply training and offer various other services to 
members. Saving and Credit Cooperative Societies (SACCOS) constitute the 
third element of the model: cooperative financial institutions that act as engines 
for the development and growth of the two other types of cooperatives in-
volved. SACCOS are the ‘bloodstream’ for the other cooperative enterprises, as 
they provide the finance needed in order to enhance agricultural production 
and productivity and ensure sustainable farm businesses. Working within this 
integrated model, cooperative members identify opportunities and make 
choices, working together to attain both individual and collective aims that 
increase food production and productivity, create linkages to larger markets 
and access to higher prices, and provide access to affordable financial services. 
Previous research and practical experiences show that while small farmers 
acting alone do not always benefit from higher market prices, acting collec-
tively in strong producer organizations and cooperatives make them more able 
to take advantage of market opportunities and mitigate the negative effects 
(FAO, 2012). 

Whereas much cooperative development focuses on supporting a single 
cooperative or group of cooperatives at a time, this integrated model supports 
the inclusion of three distinct but interconnected cooperatives. It is not yet 
known whether this approach may be formally applicable to the cooperative 
societies in Tanzania. Therefore, the study assesses the mode of operations 
among cooperative societies that were considered to implement the integrated 
cooperative model in Tanzania. Second, the study identified the perceived 
benefits and challenges by cooperative members in the study area during the 
implementation of the model. 

Methodology 
In this chapter, a cross sectional study design was used, where the data on 
variables of interest was collected simultaneously, examined and the relation-
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ship between variables determined. Both quantitative and qualitative ap-
proaches were adopted targeting key stakeholders, especially cooperative 
members who participated in the development and implementation of the 
Integrated Cooperative Model (ICM). For the purpose of comparison, non-
cooperative members were also interviewed. The study was conducted in the 
Mbinga District (Ruvuma Region) and the Moshi Rural District (Kilimanjaro 
Region). The two districts were selected because the cooperative societies had 
ICM features. The Mruwia Agricultural Marketing Cooperative Society 
(AMCOS) and the Mruwia SACCOS for Moshi Rural District were selected. 
The Kimuli AMCOS and the Muungano SACCOS were selected for the 
Mbinga District. The two districts were also identified as having a long history 
of cooperative business. To get a clear understanding of the research objectives, 
two research teams were formed (one for Mbinga and another for Moshi 
Rural). The teams pre-tested the research tools (questionnaire and checklist) 
before undertaking a survey among households. A total of 228 respondents 
were interviewed through questionnaires (single cooperative members 113, 
multiple cooperative members 53 and non-cooperative members 62). Res-
pondents were randomly selected using farmers’ lists available at the AMCOS 
and SACCOS. Non-cooperative members were also randomly selected among 
members around the cooperative societies in Mruwia and Kimuli villages. In 
the household survey a key task was to assess how the model was implemented 
in the selected study areas, and the assessment included a documentation on 
key activities, best practices, results, and challenges. 

Furthermore, Focus Group Discussions (FGDs) were conducted in both 
districts. 62 key informants were purposively selected based on the positions 
they held in connection to the objectives of the study. 24 coffee farmers (8 
double members, 8 single members, and 8 non-members) were selected from 
each district forming a total of two FGDs. Therefore, there were four FGDs 
adding up to a total of 48 participants for the two districts. In addition, one 
officer responsible for cooperative and community development from each 
district was selected for interview (2 key informants). Again, three board mem-
bers from AMCOS and SACCOS in each district were interviewed (12 key 
informants). The main issues discussed included; cooperative services offered, 
strengths, opportunities and challenges faced by each group and, more im-
portantly, if the integration was beneficial and practical to them. 

The final activity of the research was a validation workshop. The purpose of 
the workshop was to present preliminary results of the investigation to the 
communities and get feedback from them, to finalize the project. The work-
shop participants included members of selected cooperative societies from the 
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11. (ICM) SUITABLE FOR TANZANIA?

three groups, namely multiple members, single members, and non-members. 
Accordingly, selected staff and board members from the cooperative societies 
were included (the total number from the Mbinga and the Moshi Rural District 
was 35 and 37, respectively). Data was analyzed qualitatively and quantitatively. 
The collected data was coded, processed with the help of SPSS software and 
‘cleaned’ for quantitative analysis. The household survey data was analyzed 
using descriptive statistics including frequencies, percentages, mean and 
standard deviation.  

Findings and discussion 
Demographic characteristics of respondents 

The average age for multiple members was 54 years, for single members 41 
years, and for non-members 47 years as depicted in Table 1. Although the dif-
ference is not very large, it gives an indication that the older the head of the 
household becomes, the higher is the likelihood of becoming a member of a 
cooperative society as compared to younger individuals. This may indicate that 
age comes with more experience in farming activities and other productive 
ventures, which may advantageously contribute to becoming a member of a 
cooperative society in the community. Furthermore, the results reveal that the 
percentage of female-headed households in all categories was smaller than that 
of male-headed households. This is due to cultural factors (patrilineal societies) 
and customary laws that are based on the inheritance of property whereby 
women are not allowed to own land). 

Table 1: Demographic characteristics 

Attributes 
Multiple 
Member 
(n= 53) 

Non-
Member 
(n= 62) 

Single 
Member 
(n = 113) 

Age 

Minimum 27 24 24 

Mean 54 47 41 

Maximum 88 81 88 

Descriptive Freq. % Freq. % Freq. % 

Sex 
Female 9 17.0 9 14.5 30 26.5 

Male 44 83.0 53 85.5 83 73.5 

Education 
Level 

Never attended 
school 0 0 4.8 4 3.5 4.8 

Primary 41 77.4 85.5 80 70.8 85.5 
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Secondary 6 11.3 1.6 4 3.5 1.6 

High School 1 1.9 6.5 20 17.7 6.5 

Vocational 0 0 1.6 2 1.8 1.6 

Certificate 2 3.8 0.0 1 0.9 0.0 

Diploma 3 5.7 0.0 2 1.8 0.0 

*Main
Occupation

Casual labor 0 0 29 3.3 1 0.9 

Employed Off farm 1 1.9 3 5.0 2 1.8 

Employment On 
farm 0 0 1 1.7 1 0.9 

Farming 52 98.1 53 88.3 108 95.6 

Own Business 0 0 1 1.7 1 0.9 

* Multiple responses statistics. Source: Own computation.

The findings also show that most of the respondents interviewed attained pri-
mary school education. This implies that small-scale farmers in rural coopera-
tive societies attended primary level education. This poses a challenge to the 
type of education, mobilization techniques and approaches to be used in intro-
ducing changes in the existing cooperative model. The results further indicate 
that farming was the major occupation for all respondents. However, with 
regard to the subsidiary occupation, most of the non-members considered 
casual labor to be the major occupation. 

Operational modalities among cooperative 
societies practicing ICM 

Practices of ICM among the cooperative societies: 
The case of the Mbinga district 

The integration of the operations between KIMULI AMCOS and Muungano 
SACCOS was accomplished by considering the sixth principle of the coope-
rative, which is: ‘cooperation among cooperatives’. The principle calls for coope-
ratives to strengthen each other by working together through local, national, 
regional and international networks. Basically, the integration was established 
in order to improve the financing of the value chain in producing coffee. The 
history of integration goes back to 1993 when KIMULI AMCOS was officially 
registered and coffee smallholder farmers (the members) identified the need 
for a financial unit within AMCOS that could help them in coordinating finan-
cial transactions in society. The unit was also – among other things – respon-
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11. (ICM) SUITABLE FOR TANZANIA?

sible for making arrangements for members to access loans for buying farm 
inputs as well as catering to their household livelihood requirements. The pre-
sent Cooperative Legislation did not provide a legal mechanism for AMCOS 
to handle saving and credit functions. This led to the formation of Muungano 
SACCOS in the early 2000s after consultation with the District Cooperative 
Officer (DCO) who advised the members of KIMULI AMCOS to form a saving 
and credit cooperative society. 

Recognizing that access to sufficient and well-timed financial services for all 
actors in the value chain is a key element for business success and sustained 
growth for both institutions, KIMULI AMCOS and Muungano SACCOS have 
jointly improved the horizontal coordination to serve their members. The sta-
tistics (until June 2015) from the DCO shows that the cooperatives (KIMULI 
and Muungano) are among the best top three performers (category wise) in the 
district with shares worth TZS 5,852,480 and TZS 21,213,250 for KIMULI 
AMCOS and Muungano SACCOS, respectively. 

The integration between AMCOS and SACCOS did, in particular, bring a 
significant impact to farmers who are members of both cooperative societies at 
the same time (multiple members). The multiple member farmers borrowed 
from SACCOS to buy farm inputs from AMCOS and continued with the pro-
duction until the harvest season when the coffee was delivered to AMCOS for 
processing and selling. After selling the coffee, AMCOS and SACCOS officials 
made sure that the payment was transferred to the farmer’s account in its 
SACCOS. If the farmer had a credit, it was automatically settled at its SACCOS 
and the remaining liquidity was transferred to the farmer’s saving account. 
Hence, this innovative practice by the member farmers allowed them to access 
inputs on credit produced by quality output and enhanced the saving habits 
among coffee farmers. In short, the integration of the cooperatives ensured a 
financial stability among their members and did, in turn, strengthen the sus-
tainability of both cooperative societies. 

Practices of ICM among the cooperative societies: 
The case of Moshi Rural District 

Pillars of good governance include democracy, member participation, ac-
countability, transparency, and predictability. The predictability was improved 
when leaders followed the election period of three years, and members regard-
ed the composition of the board as legitimated and AMCOS committees con-
ducted meetings as scheduled. The results in Table 2 show that multiple mem-
bers had higher levels of predictability (86.8 per cent) than single members. As 
for democratic practice, double members were ahead in terms of women 
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members’ participation on boards as committee members (75.5 per cent). For 
accountability, again, multiple members had easier access to audit reports (81.1 
per cent) compared to single members (69.3 per cent). The results imply that 
cooperative members participated in elections and regularly received reports. 
Out of the 11 attributes of governance used, multiple members scored higher 
on eight statements (attributes). This implies that the integration had a positive 
impact regarding the governance in the agricultural marketing cooperative 
societies assessed. This is emphasized by the Department of Trade and Industry 
(DTI, 2012) in the Republic of South Africa that stated that most of the suc-
cessful cooperative societies worldwide practice good governance principles. 
The report from the department underlined that an integrated cooperative 
model has promoted cooperatives and unleashed their potential to create and 
develop income-generating activities and sustainable employment; reduced 
poverty, developed human resource capacities and knowledge; strengthened 
competitiveness and sustainability; increased savings and investment and 
improved social and economic well-being. In short, this supports the view that 
promoting cooperative societies to operate through the integrated model may 
facilitate the development. The use of the cooperative integration model 
among farmers in rural areas of Tanzania – and reinforcing sound principles 
of governance – could be a successful path to sustained economic growth. 

Table 2: Perceived governance by cooperative members on AMCOS 

Attributes* 
Multiple 
Member 

Single Member 

Count % Count % 

AMCOS leaders are elected after three years 46 86.8 63 84.0 

AMCOS members involved in decision 
making 43 81.1 62 82.7 

AMCOS members participate in electing 
members of the board 44 83.0 66 88.0 

AMCOS members aware of type and 
composition of board committees 34 64.2 43 57.3 

AMCOS women are committee members 40 75.5 42 56.0 

AMCOS committees conduct meetings as 
scheduled 36 67.9 43 57.3 

AMCOS audit reports made open to members 43 81.1 52 69.3 

AMCOS members share surplus as per bylaws 30 56.6 43 57.3 
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AMCOS leaders are accountable 42 79.2 53 70.7 

AMCOS has linkages with other cooperative 
societies 37 69.8 46 61.3 

AMCOS has linkages with other non-
cooperative organizations and firms 29 54.7 35 46.7 

*Multiple response statistics. Source: Own computation.

The results in Table 2 indicate that the scoring was high when cooperative 
members perceived that the saving and credit cooperative societies (SACCOS) 
followed the pillars of good governance. Similar to what has been observed for 
AMCOS, in SACCOS, members participated in elections, received audit 
reports as well as attended the formal meetings. The result in Table 2 implies 
that members were closely connected to their SACCOS’ activities. This is not 
surprising because SACCOS’ operations were reported regularly over the year, 
as compared to those of AMCOS, which were only reported seasonally. 
SACCOS in Tanzania serve populations with different characteristics both in 
rural and urban areas, and women are also included, while they are likely to be 
excluded in AMCOS (Allen & Maghimbi, 2009). Therefore, opening up for 
women in AMCOS could be important in implementing a closer integration 
between SACCOS and AMCOS. 

Table 3: Perceived governance by cooperative members on SACCOS 

Attributes* 
Multiple 
member 

Single member 

Count % Count % 

SACCOS leaders are elected every three years 39 86.7 31 96.9 

SACCOS members involved in decision 
making 39 86.7 29 90.6 

SACCOS members participate in electing 
members of the board 

40 88.9 30 93.8 

SACCOS members aware of type and 
composition of board committees 32 71.1 30 93.8 

SACCOS women are committee members 42 93.3 30 93.8 

SACCOS committees conduct meetings as 
scheduled 36 80.0 31 96.9 

SACCOS audit reports made open to 
members 38 84.4 30 93.8 
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SACCOS members share surplus as per 
bylaws 29 64.4 29 90.6 

SACCOS leaders are accountable 38 84.4 31 96.9 

SACCOS has linkages with other cooperative 
societies 34 75.6 27 84.4 

SACCOS has linkages with other non-
cooperative organizations and firms 24 53.3 19 59.4 

*Multiple response statistics. Source: Own computation.

With respect to the structure of the cooperative movement at the district level 
and the possibility of exercising the integrated cooperative model in the 
Mbinga and Moshi rural areas, the study indicates that the model is practical. 
The main reason for this success is that the cooperative movement at the dis-
trict level is characterized by primary societies and most of these are SACCOS 
and AMCOS. These cooperative societies had to some extent already com-
menced cooperation, although at an informal level. Accordingly, the Coope-
rative Act 2013 allowed them to operate as independent business entities and 
freely choose business partners. The result from the focus group discussions 
showed that membership in these societies was voluntary and individuals could 
be members of both AMCOS and SACCOS at the same time. However, mem-
bership in AMCOS was mainly limited to owners of farms, while membership 
in SACCOS had no limitations with regard to land ownership. As a result, most 
of the women have joined SACCOS, and for example at the Mruwia SACCOS, 
the chairperson was a woman during the interviews. Therefore, having more 
than one type of cooperative society increased the possibility for many groups 
of people to join the cooperative movement. 

SACCOS and AMCOS were likely to integrate since they are usually located 
in close proximity; however, many of them still have no formal cooperation. 
The proximity was an advantage to double members who could receive their 
proceeds from AMCOS and deposit them in SACCOS. The cooperative of-
ficers at the district level regarded the integrated cooperative model as possible 
to apply at the grassroots level for several reasons. First, the government of 
Tanzania has been applying several approaches that are similar to the inte-
grated cooperative model; these include the multipurpose cooperatives and the 
rural savings schemes. The multipurpose cooperatives had provisions for 
cooperatives to launch projects for their members, while the rural savings 
schemes constituted a financial arm of AMCOS. These approaches failed 
mainly because they were top-down governed (for instance, the integration was 
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introduced without member participation) and the staff lacked adequate skills 
and had a low entrepreneurial capacity. 

Perceived benefits and challenges of practicing ICM  
The results in Table 4 indicate that multiple members saw benefits of AMCOS 
and SACCOS working together (93.3 per cent) as well as single cooperative 
members (81.6 per cent). The findings imply that the two organizations are 
equally aware of the importance of complementing members’ needs. During 
focus group discussions at Kimuli, AMCOS members asserted that more than 
100 SACCOS members joined Kimuli AMCOS during the period 2011–2015. 
These SACCOS members could through loans buy land as well as plant coffee 
trees. Some of the non-cooperative members in the validation workshop stated 
that they envied the good life of cooperative members at Kimuli village and 
aspired to join the cooperative movement. Multiple members had financial 
support options as well as marketing advantages at the same time, implying 
that the two organizations were crucial in securing the livelihood of people in 
the area. 

Table 4: Benefit from SACCOS and AMCOS working together (n=228) 

Response Multiple 
members (%) 

Non-member 
(%) 

Single member 
(%) 

If the respondent 
benefits from AMCOS 
and SACCOS working 
together 

No 6.7 50.0 18.4 

Yes 93.3 50.0 81.6 

Source: Own computation. 

The findings in Table 5 indicate that the majority of cooperative members had 
access to financial services (92.1 versus 96.0 per cent). But it also implies that 
members of AMCOS were attracted to access financial support services, and 
financing agriculture is of crucial importance in the area. Therefore, a closer 
joint effort of AMCOS and SACCOS is necessary. 

Table 5: Benefits of double membership 

Perceived benefits* 
Multiple Members  Single Member 

Percentage (%) Percentage (%) 
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Financial services 92.1 96.0 

Agricultural inputs 4.3 4.0 

Marketing/storage/processing 27.7 16.0 

Improved production 8.5 4.0 

No benefit 8.5 32.0 

Getting allowance 4.3 4.0 

Prompt payment of produce 2.1 0.0 

*Multiple response statistics as members experience multiple benefits. Source: Own com-
putation. 

The household survey asked the respondents where they saved their money. 
Multiple members’ category was ‘leading’ in using accounts at SACCOS (81.4 
per cent) followed by single members (52.4 per cent). Multiple members used 
the services of SACCOS while the majority, two-thirds, of non-members saved 
their money at home, and one-third of the single cooperative member category 
used the same strategy. The single members who saved their money at home 
are likely to be members of AMCOS. The reasons for non-members saving at 
home were three-fold. First, the limited amount of savings made it difficult to 
justify savings outside the households. Second, savings were kept at home to 
mitigate unexpected risks. Third, there seemed to be non-members with 
limited knowledge about savings options. Furthermore, it was revealed in the 
focus group discussions by non-members that, SACCOS were a relatively safe 
way to save money, for instance as compared to Village Community Banking 
(VICOBA).  

Table 6: Respondents’ source of saving funds 

Source of saving Multiple 
members 

Non-member Single member 

Freq. % Freq. % Freq. % 

Commercial bank 0 0.0 0 0.0 5 7.9 

Home 4 9.3 11 68.6 23 36.5 

ROSCA 0 0.0 0 0.0 1 1.6 

SACCOS 35 81.4 0 0.0 33 52.4 

VICOBA 3 7.0 4 25.1 1 1.6 
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MPESA 1 2.3 1 6.3 0 0.0 

Note: Rotating Credit and Savings Association (ROSCA); Saving and Credit Cooperative 
Societies (SACCOS); Village Community Banking (VICOBA); Vodacom Mobile Money 
Transfer (MPESA). Source: Own computation. 

Furthermore, the findings from the household survey revealed that increased 
wealth could be created through membership in cooperative societies. A res-
pondent at Kimuli village noted that: ‘since I became a member of the SACCOS 
I have been able to purchase 200 acres of land and expanded my livestock keeping 
project…the project offers me money to support my family’s basic needs as well 
to pay school fees for my children….’ While another female multiple member 
said that: ‘...I am lucky to become a cooperative member, my husband aban-
doned me five years ago, with cooperative services I support my family and I have 
been able to purchase a motorcycle for carrying passengers…the motorcycle is 
taken care of by my first born.’ This is a further argument that the joint efforts 
made by the two cooperative societies had supported members of the coope-
rative movement in the area. 

Concerning the issue about ownership of livestock, multiple members had 
a larger number of animals, as compared to the other categories (Table 7). This 
points at the possibility that it was easier for double members to access credit 
but also that a higher number of livestock generated higher incomes, compared 
to the other two groups. This was another opportunity to diversify cooperative 
activities from one crop to multiple agricultural productions. 

Table 7: Average number of livestock 

Multiple member 

n = 53 

Single member 

n= 113 

Non member 

n = 62 

Mean 16 7 8 

Std. dev 19.04377 8.86412 15.77145 

Maximum 102.00 39.00 111.00 

Source: Own computation. 

Similarly, the  multiple members had a  higher mean size (6.3 acres) of land  
owned and cultivated, and altogether the findings demonstrate that the pos-
sibility of succeeding increased by being a multiple member (Table 8). 
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Table 8: Size of land owned and cultivated acres 

Type of respondent Mean Std. Deviation Minimum Maximum 

Multiple member (n = 53) 6.3349 8.15681 0.25 50.00 

Single member (n= 84) 3.1012 3.42610 0.25 20.00 

Non-member (n = 51) 2.3333 3.14550 0.25 13.00 

Total 3.8045 5.38368 0.25 50.00 

Source: Own computation. 

Table 9 shows that the amount of coffee harvested was higher for multiple 
members and implies that double members earned more income from coffee. 
However, the average amount of maize and beans harvested was higher among 
non-members. The reason may be that non-members have shifted from input 
intensive crops, such as coffee, to food crops that require less input at lower 
costs. The government subsidized these inputs, according to cooperative offi-
cers and farmers. Therefore, the availability of inputs at subsidized prices has 
likely attracted more farmers, especially non-cooperative members. 

Table 9: Mean amount of crops produced per household 

Type of respondent A
m

ount of coffee 
harvested in kgs

A
m

ount of m
aize 

harvested in kgs

A
m

ount of
vegetables 
harvested in kgs

A
m

ount of yam
s 

harvested in kgs

A
m

ount of beans 
harvested in kgs

A
m

ount of fruits 
harvested in kgs 

Multiple 
member 

Mean 4,092 979 26 111 181 70 

n 26 31 1 9 25 2 

Minimum 50 20 26 10 40 20 

Maximum 18,200 5,500 26 400 600 120 

Single 
member 

Mean 3,388 527 12 91 134 155 

n 53 39 4 10 27 6 

Minimum 20 15 5 10 10 20 
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Maximum 17,500 2,000 20 200 500 300 

Non member 

Mean 1,605 1,057 7 118 372 30 

n 35 14 4 10 9 2 

Minimum 70 10 1 15 100 30 

Maximum 12,600 6,000 20 900 1,000 30 

Source: Own computation. 

Likewise, the household survey indicated that most of the multiple members 
had a high food security status, 41.5 per cent, while most of the non-members 
had a low food security status (38.7 per cent). This is likely due to the fact that 
multiple members had access to food because they focused on agricultural 
production. Non-members were often forced to do casual labor elsewhere and 
did not have enough time to take care of their farms, thereby reducing the 
output.  

Challenges of implementing ICM 
From the household survey, and the focused group discussions, several chal-
lenges were reported to be associated with the implementation of ICM. The 
first was the lack of joint management as well as business routines between 
SACCOS and AMCOS. Therefore, the joint effort was only occurring among 
individual members and not between the two entities. The second challenge 
was political interference, which sometimes created misunderstandings 
between cooperative leaders and governmental officials. The government 
appointed a leader at Kimuli AMCOS, who was difficult to replace, to take 
position in a governmental body, the third challenge was that unions under-
mined the autonomy of the primary societies. Some unions still force primary 
societies to link with them in business. This caused problems in developing 
new cooperatives as well as implementing the ICM. It has also been reported 
that AMCOS have failed to move from their traditional crops such as coffee to 
new crops such as maize and fruits. 

Conclusions and recommendations 
In general, this study shows that the integrated cooperative model is practical 
and has great potential benefits to improve the livelihoods among small-scale 
farmers but it has not been working as anticipated. The Agricultural Marketing 
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Cooperative Society (AMCOS) did not adequately address farmers’ marketing 
challenges. The SACCOS have tried but their anticipated role of financing 
activities requires improvement. The following are the specific conclusions: 

i. Cooperative members within the ICM, multiple members, experience 
fewer severe problems in production and marketing than those who 
are single and non-cooperative members. 

ii. Cooperative integration fosters a greater financial inclusion of small-
holder farmers including women who have traditionally been ex-
cluded by financial institutions. 

iii. The implementation of ICM requires joint management as well as 
business routines that are developed between SACCOS and AMCOS. 

iv. SACCOS are performing well in terms of sound governance com-
pared to AMCOS. 

In conclusion, cooperatives need to adopt new organizational models and 
management practices in order to meet new environmental challenges such as 
competition and sustainability. However, organizational change in the context 
of cooperatives is highly complex and needs to be sensitive to its members’ 
(stakeholders’) needs and interests. Furthermore, organizational changes need 
to be perceived as legitimate by the members in order to succeed. Organiza-
tional change is likely to be perceived as legitimate if the fundamental prin-
ciples of democracy, member participation, accountability, transparency, and 
predictability are duly practiced by change leaders. 

Based on the findings and conclusions, the following is recommended: 

i. To the cooperatives. 

 There is a need for training of farmers in the roles of different 
cooperatives in the integrated model for an improved understanding 
of how the model is supposed to work. 

 Strengthen the capacity of AMCOS to provide the much-needed 
marketing services. 

 Create awareness in communities about ICM and their potential 
benefits. 

 Appropriate training to leaders, management staff and members 
about ICM. 

 Financial services supplied by SACCOS, cooperative banks, insurance 
cooperatives and cooperative based social security funds are needed 
as part of the strategy for the integrated cooperative model. 
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 The integration process may need to be located geographically at the 
village or cell levels where all members have easy access to cooperative 
services. 

 Pay particular attention to the fundamental principles of cooperatives 
in implementing organizational change. 

ii. To the Government of Tanzania. 

 Encourage cooperation and formalization of ICM. 
 Create favorable political and economic policies that promote ICM. 

iii. To scholars of cooperatives 

 Undertake further studies to understand the best way to guide a joint 
effort/business between SACCOS and AMCOS. 

 Come up with a round strategy for promoting the interaction between 
investor-owned firms and cooperative enterprises. 
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12. The Influence of Institutional Arrangements on Performance: 
A Comparative Analysis of Private and Cooperative Rice 

Producing Irrigation Schemes in Tanzania 

JOSEPH PHILLIP HELLA & FANUEL ISAYA SIRIKWA 

In 2010, the agricultural sector in Tanzania accounted for 26.5 per cent of 
Tanzania’s Gross Domestic Product (GDP), and engaged about 80 per cent of 
the labor force (ESRF, 2012). Despite its importance, agriculture is vulnerable 
and affected by seasonality and the unreliability of rainfall and periodic 
droughts. For that reason, irrigation is considered necessary for providing pro-
tection against drought, and as a means of stabilizing crop production and 
ensuring household food security (MoWI, 2009). The potential area for irriga-
tion in Tanzania is 29.4 million hectares, with 2.3 million hectares classified as 
high potential, 4.8 million hectares as medium potential and 22.3 million hec-
tares as low potential (URT, 2011). Furthermore, URT (2011) reports that only 
331,490 hectares have been provided with the improved irrigation infrastruc-
ture in 2010. As of September 2010, Tanzania had 225,600 ha (91.8 per cent) 
owned by smallholder schemes; 17,440 ha (7.1 per cent) owned by investors in 
the private sector; and religious institutions, 2,703 ha (1.1 per cent) owned by 
government institutions (used for growing animals’ feed) (ASDP, 2010). 
Today, the irrigation sector is completely controlled by private interests follow-
ing the privatization of NAFCO, except for government operations in sup-
porting services like research, input supply and extension services (RLDC, 
2009). 

Most of the irrigated areas used by smallholders are under-surface irriga-
tion. Historically, the lack of adequate finances has resulted in suboptimal 
operations and maintenance. This has caused many irrigation systems to be 
constructed with inadequate control structures and in many cases no facilities 
installed for drainage. The result has been projects that declined rapidly in their 
ability to provide an adequate and timely water delivery (MoWI, 2009; Hella et 
al., 2014). However, despite the dismal performance of irrigation schemes in 
Tanzania, these schemes have to a certain extent been guided by institutional 
arrangements. In this chapter, we define institutional arrangement as a set of 
rules or agreements governing the activities of a specific group of people pur-
suing irrigation activities. Institutions can also be explained as ‘entities defined 
by a configuration of legal, policy, and organizational rules, conventions, and 
practices that are structurally linked and operationally embedded within a well-
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specified environment (Saleth & Dinar, 2004). According to Andrew & Were 
(2009), the key characteristics of institutions include rule of law, participation 
of stakeholders, transparency, responsiveness, consensus-oriented, account-
ability, equity, inclusiveness, effectiveness and efficiency. 

A recent review of institutional changes of the global water sector dealt with 
water law, water policy and water administration as the three pillars of institu-
tional analysis in national water economies (Saleth & Dinar, 2000). Lack of 
communication can trigger conflicts over resources and may produce a mal-
functioning of the institutional arrangements. Studies of institutional arrange-
ments for water resource management have found that the largest hindrance 
for effective resource management is the fragmentation of resource manage-
ment institutions (Saleth & Dinar, 2004). Williamson (2002) has indicated that 
without the appropriate institutional arrangements, it is difficult to effectively 
use economic instruments such as water prices, taxes, or markets to improve 
the financial sustainability of irrigation projects. 

From the above facts, it can be seen that the performance of irrigation 
schemes cannot be achieved only by funding, good planning, design and con-
struction of irrigation canals to facilitate the capturing of water from its source 
and transportation up to the farm level but also with the integration of proper 
institution settings (Williamson, 2002). A proper institutional framework 
specifies the location of investment planning and implementation responsi-
bilities; designates the managing entity, or the set of entities, for irrigation sys-
tem operations; defines regulatory authorities; specifies revenue assessment 
and collection procedures; establishes dispute resolution processes; and assigns 
the responsibility for allocating and protecting water rights. 

Tanzania irrigation projects face a declining irrigated acreage as water logg-
ing and salinity problems force land out of production (URT, 2007; Kashenge, 
2013). The existing institutions responsible for irrigation development in 
Tanzania are characterized by: inadequate establishments and a weak data 
base; low skills and unawareness of the roles and responsibilities of the stake-
holders; inadequate financing; weak enforcement of bylaws; inadequate equip-
ment, facilities and the number of qualified staff and the absence of a legal 
irrigation framework (MoWI, 2009). This resulted in the limited development 
of irrigation that also limits crop yields. The contribution of irrigated crop 
production to overall crop production remains quite small, but the potential 
for expansion is high (URT, 2011). Williamson (2002) found that: ‘success or 
failure of resource management is intrinsically tied up with the institutional 
structures, the pattern of agencies, laws and policies, which pertain to resource 
issues’. 
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Hence, it was found necessary to carry out this study on the role of insti-
tutional arrangements for the performance of the irrigation scheme. The study 
was designed to contribute to solve problems that emanated in the existing 
utilized potential where the irrigation schemes have been working below their 
capacity. This study has also used knowledge on institutional arrangements in 
irrigation schemes in Tanzania of, which little has been written compared to 
similar studies done elsewhere in the world. The outcome is expected to con-
tribute to institutional improvements and hence, a better performance of the 
irrigation schemes. Specifically, the study sought to contribute to three main 
areas namely; (i) the institutional and organizational arrangements for private 
and cooperative irrigation scheme assessed, (ii) compare the returns on invest-
ments for paddy production in cooperative and private institutional arrange-
ments established, (iii) the performance of the irrigation scheme with different 
institutional arrangements realized and (iv) the determinants of performance 
of irrigation schemes. 

Methodology 
Description of the study area 

This study uses the private Mbarali Estate and the cooperative owned Igomelo 
irrigation schemes as case studies. The two irrigation schemes are found in the 
Mbarali District in the Mbeya region in southern Tanzania. The reason for 
selecting these two irrigation schemes was their presence in similar natural 
environments, so that the difference in the performance of the two schemes 
should mainly stem from technical, institutional arrangements and economic 
differences. 

Both schemes are found in the Usangu plains within the Rufiji river basin 
in the Mbarali District in the Mbeya Region. The Mbarali District is one of the 
seven districts and eight councils that form the Mbeya region. The district was 
established on July 7 2000 by the Local Government Act No. 8 of 1982 as 
amended by Act No. 6 of 1999 and received its certificate of registration on 
June 5 2003 (MDC, 2010). 
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Figure 1: Irrigation scheme locations under study 

Source: (MDC, 2010) with minor modifications. 

Key: 

 Irrigation scheme 

 District boundaries 

Mbeya – Iringa road 

The economy of the Mbarali community mainly depends on crop production 
and livestock keeping. About 83 per cent of the Mbarali community are 
engaged in agriculture, mostly paddy farming, and few in businesses such as 
fishing, livestock and civil services. The per capita income of Mbarali in the 
year 2008/2009 was Tshs 350,000. Rice and sunflower are the main cash crops 
that are used for business transactions within and outside the district (MDC, 
2010). The area under irrigation in the Mbarali District covers 1,556,000 ha 
and it is found on the Usangu plateau. It has about 48 irrigation schemes with 
over 71,600 ha of potential for irrigated land. Despite this potential for 
irrigated land, only about 17 schemes are developed with an area of 10,141 
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ha and the rest remain traditional (MDC, 2010). According to the Tanzania 
National Bureau of Statistics (NBS) (2013), the Mbarali district had a total 
population of 300,517 with an average household size of 4.3 individuals. The 
major ethnic groups are Sangu, Hehe and Bena. In addition, there are other 
small tribal groups including Sukuma, Wanji, Barbeig, Masai, Kinga, 
Nyakyusa and Gogo and most of these tribes are immigrants due to livestock 
and smallholder farming. 

Data Source and Collection Methods 
Data sources and types 

This study used a cross-sectional research design. Both primary and secondary 
data collection methods were used to obtain sufficient and adequate informa-
tion and a justification of the findings. Primary data was collected using various 
methods including questionnaires, interviews, observations and documenta-
tion. Structured and semi-structured interviews were conducted with irrigators 
from both the cooperative and the private irrigation schemes. Secondary data 
was obtained from literature sources or data collected by other people for some 
other purposes. In addition, farmers’ surveys, focus group discussions and key 
informant surveys were used to collected primary data. 

Sampling method and conceptual framework 
Two irrigation schemes, Mbarali and Igomelo, were purposely selected. The 
research applied a simple random sampling procedure. The sampling unit for 
this study constituted of irrigators (farmers) from both private and cooperative 
institutional arrangements. The sample size of 175 individuals was randomly 
selected from both schemes. Generally, the framework conceptualizes the 
outcomes of the decentralization reforms as the result of how local governance 
actors organize the institutional arrangements to respond to the post-decen-
tralization opportunities and constraints. Figure 2 shows a framework adopted 
from Douglas and et al. (2006) with minor modifications to explore the role of 
institutional arrangements in the performance of investigated irrigation 
schemes. 
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Figure 2: Presents a modified institutional analysis and development framework 

Water management 
institutions 

Action arena 

Actors 

Action 
resources 

Physical/ technical 

Policy/Governance 

Socio-economic 

Contextual 
factors 

Patterns of 
interaction 

Performance/ 
Outcomes 

Source: Modified from Douglas et al. (2006).  

Action arena is a first step in the institutional analysis for establishing 
the boundaries of the analysis to delineate the action arena. To identify 
factors that influence the variation in local government success in a 
country’s irrigation sector, the action arena may be defined as the irri-
gation sector.  

Actors are defined by the institutional design of the country’s irrigation 
policy, and may include any combination of private landholders, rural 
community groups, water-user groups, NGOs, externally funded project 
representatives, municipal governments, central-government agents, pri-
vate irrigation firms, and others. 

The physical/technical aspect is one of the most important issues in the 
institutional analysis to define the nature of the good that is involved in 
the action situation. At the most fundamental level, the general charac-
teristics of the country’s irrigation and water resources frequently 
resemble a loosely regulated common-pool resource (CPR) and such a 
characterization helps define the physical conditions of the context of 
the action arena, i.e. the following: 

Socioeconomic conditions are physical conditions setting the stage for 
the community attributes. Under this heading, we examine how actors 
relate within and between clusters of other actors. We consider the his-
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torical background, culture, religion, values, beliefs, knowledge, skills, 
health conditions, poverty level, and other socioeconomic characteris-
tics of the groups defined as the main actors. 

Rules-in-use of the water management institutional arrangements. The 
rules-in-use refer to the norms that are actually accepted by the actors 
included in the process. These are the most important independent vari-
ables in the institutional analysis because these rules influence the incen-
tives that each actor faces and thus ultimately help determine the 
behavior (for more on how rules-in-use relate to incentives, see Gibson 
et al., 2005). 

Patterns of interactions in the different action situations create patterns 
of interaction that, over time, create predictable outcomes. By studying 
these patterns, one can identify the institutional incentives of different 
actors in a given situation. Because of the framework design, these 
incentives can be traced back to specific contextual factors that seem to 
generate the observed incentives. 

Data Analysis 
To answer objective one – which aimed at studying the institutional and orga-
nizational arrangements of irrigation water management – data was collected 
from primary and secondary sources and analyzed using qualitative methods. 
Then, for objective number two – which hypothesizes that there are no returns 
to investments in paddy production in cooperative and private institutional ar-
rangements – the study uses a ‘t-test’ to see whether there was any significant 
difference between the two institutional arrangements by analyzing the pro-
duction and returns to investment.

 Production and returns to investment analysis 
A return to investment model was deployed to look at the incomes obtained 
from paddy crop, subject to the restrictions of irrigation charge, labor and 
inputs for production in a cropping area. The paddy yield production function 
is simply the mathematical relationship between inputs and outputs. 

Paddy Production function; 
Dimensions of Paddy production = f (Harvested paddy value, Cropped and 
irrigated area, Value of different inputs used in production, labor cost used for 
the production of paddy) 
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The gross income per unit area was determined as being proportional to pro-
duction, while the costs were taken from a fixed variable and component 
dependent (Dao, 2000). The gross income was expressed as shown below: 

where, 
GI = Gross income obtained by crop, in an X area, in Tsh; 
Pi – sale price of the crop product i, in Tsh ha-1; 
Yi (W) = crop production, in kg-1; 
Xi = cropped and irrigated area with crop i, in ha; and 
i = integer pertaining to the crop (1, 2, …93). 

Considering the production cost, which was represented: 

where,  
CP = Cost of production in Tsh; 
qi = Quantity of different inputs (seed, fertilizer, fuel, labor, insecticides and 
fungicides) used for crop production in (kg or lt) as well as the irrigation cost. 
li = Total amount of labor used for the production of crop i (in man days) 
ri = Price of different inputs used for the production of crop i (Tsh kg-1 or lt-
1) 
W = Local wage rate (same for all households) for the selected crop (Tsh man 
day-1). 

where net revenue was represented: 
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where, 
NR = Net revenue 
GI = gross income obtained by crop, in an X area, in Tsh; 
CP = Cost of production in Tsh 
n= Different households (where n is 1, 2, 3…, 93) 

The return on Investment (ROI) is simply calculated by taking the net revenue 
divided by the total production cost, then the cost was subtracted from the gain 
and the difference divided by the cost, and finally multiplied by a hundred to 
convert the ratio into percentage form.  

ROI (%) = (Gross crop revenue – Production Cost) /Cost)*100 

This model was used to study objective two of the return to investment on 
paddy production in the sample. Collecting data from primary and secondary 
sources captured the variables in the model. The analysis of this objective was 
done by using returns on the investment model, i.e. the gross margin analysis 
method by adopting the model by Mengistu, 2008 with minor modifications 
for the comparison of costs and revenues, as well as a qualitative data analysis 
where the ‘t-test’ was used to see if there was any significant difference between 
the performance of the two institutional arrangements. 

Moreover, for objective three – which hypothesizes that there is no per-
formance difference in the irrigation scheme with different institutional ar-
rangements – the study used the irrigation performance score obtained from 
the irrigation performance model. 

Irrigation institutional performance model 
The irrigation performance model for this study is adapted from Akar and 
Ozdmer (2007) with some modification and leaving out some factors, which 
are not relevant to the studied area. The details of the model are found in table 
6 and the model is specified for each of the three dimensions of performance 
as follows: 
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Where: 

W presents other factors and it accounts for 10 per cent of the irrigations 
scheme performance model. It is found by the summation of MK1, MK2, 
MK3 and ΔMK1  

 ΔMK1=Shows the preparation of office records such as tables and 
charts of management; 

 MK2=Shows sound management organization and the training of 
management personnel; 

 MK3=Shows advanced technique has been applied and proved to be 
effective; 

 ΔMK1=Is the deduction of marks due to an accident arising from the 
negligence of management personnel; 

MK1, MK2 and MK3 weigh 4 per cent, 4 per cent and 2 per cent, respec-
tively, of the irrigation performance in the model. 

NB: ΔMK1 is the deduction of marks; it ranges from 1 per cent to 2 per cent for 
ordinary accidents and 5 per cent to 7.5 per percent for frequency accidents 
occurring due to the negligence of management personnel. 

The discussion below revealed that the physical factors included in the model 
weigh 40 per cent of the irrigations scheme performance. The components 
making physical factors with their coefficients are as follows: 

i. Percentage of actual irrigated area (0.08); 
ii. Efficiency of irrigation water supply (0.06); 
iii. Sustainability of irrigated area (0.03); 

iv. Distribution network density (0.04); 
v. Percentage of irrigation facilities in good conditions (0.06); 
vi. Actualize the rate of irrigation planning (0.03); 
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vii. Percentage of change of water used unit area (0.03); 
viii. Project irrigation efficiency (0.07); 

Economic factors weigh 40 per cent of the irrigation’s scheme performance 
model. The components making economic factors with their coefficients are as 
follows; 

i. Percentage of highest yield per unit quantity of irrigation water (0.05); 
ii. Percentage of the highest total yield (0.01); 
iii. Efficiency of the collection of irrigation water charges (0.07); 
iv. Total financial viability (0.06); 
v. Financial self-sufficiency (0.08); 
vi. Management personnel cost (0.02); 
vii. Secondary revenue rate (0.02); 

The institutional factors included in the above model weigh 10 per cent of the 
irrigations scheme performance model. The components making institutional 
factors with their coefficients are as follows; 

i. Rate of irrigation groups in irrigation scheme (0.02); 
ii. Technical knowledge of staff (0.03); 
iii. Percentage of change in the personnel numbers of the operations 

(0.05); 

This model is applied for evaluation objective three of this study. This model 
explains the performance of management, the operation and maintenance 
(MOM) for each institutional arrangement and the methods for determining 
the mark and weight of each index are given in Appendix 1–3. These appen-
dices give details of the calculation of weighted average marks (WAM) for 
various variables. 

Finally, for objective four, a linear regression was used to investigate the 
relationship between various variables and the institutional performance 
analysis. From the conceptual framework adopted, it was found that the inde-
pendent variable (Y), which implied the institutional performance is contri-
buted by various factors (X variables) like the distribution of tasks in the 
organizational structure of the organization, the participation of stakeholders 
in decision-making, the interaction between the irrigation organization with 
other different stakeholders in the sector, the presence and relevancy of laws 
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(7) 

and policies in the sector and their enforcement, the effectiveness in the 
monitoring and planning of irrigation infrastructures, the effectiveness in the 
collection of various fees from stakeholders, the extent of occurrence of various 
problems/accidents in the irrigation infrastructure as well as the efficiency in 
the use of other inputs with irrigation water inclusive in production of crops. 
The details of these variables are found in Appendix 1 through 3. The linear 
regression model was run based on the assumption that the overall institutional 
performance is influenced by various factors as shown in the model. 

Where  
Y= Institutional performance 
X1 = Distribution of task, 
X2 = Stakeholders have participated in the decision making, 
X3 = Interactions with other different institutions, 
X4 = Importance of irrigation laws and policies, 
X5 = Activeness in enforcing laws, 
X6 = Presence of effective monitoring and planning system, 
X7 = Effectiveness in the collection of fees and penalties, 
X8 = Extent of occurrence of problems/accidents,  
X9 = Efficiency in the use of inputs for production. 
B0 = Show Y intercept 
B1...B10 are coefficients of various values of X 
e = Stands for an error term 

Finally, the outputs of the statistical analyses were discussed using tabulation, 
means, frequencies and percentages, and figures are used to present the key 
findings of the study. 

Results and discussion 
Table 1 shows the distributions of respondents by different social economic 
characteristics like age, education, marital status and training in agriculture 
and irrigation. It indicates that the majority of respondents from both private 
and cooperative irrigation schemes were male, constituting 80 and 81.2 per 
cent of all respondents, respectively. The questionnaires were sent to the head 
of the household, many households being headed by a male and hence, this led 
to the observed dominance of males. Most of the respondents were married as 

278 



 
   

 
 

  
 

 
 

  

 

  
  
  

 

  

   

  
   

  
 
 

   
 

 
   

 

12. THE INFLUENCE OF INSTITUTIONAL ARRANGEMENTS ON PERFORMANCE 

it was shown that 83.8 and 82.5 per cent of the respondents from the private 
and the cooperative irrigation scheme were married, respectively. This indi-
cates that in both irrigation schemes, the population was stable in its economic 
activities. 

Table 1: Social economic characteristics  

Institutional arrangement Private Water users 
company cooperative 

Sex Male 80 81.2 
Female 20 18.2 

Marital status Single 8.8 8.8 
Married 83.8 82.5 
Divorced 6.2 6.2 
Widow 1.2 2.5 

Education level Informal education 23.8 23.8 
Primary 53.8 48.8 
Secondary 10.0 18.8 
Certificate/high school 1.2 5.0 
Diploma/higher education 6.2 2.5 

Age group 30< Years 16.25 21.25 
30<Years>45 46.25 41.25 
Years<45 37.5 37.5 

Training Farmers trained 93.8 33.8 
Farmers not trained 6.2 66.2 

Most of the respondents were standard seven leavers, where few of them had 
an education above secondary school. Irrigators in both schemes were aged 
between 30 years and 44 years with 46.25 and 41.25 per cent of the respondents, 
respectively. It was found that most of the youths aged below 30 were not 
engaged in rice irrigation, and farming comprised only 16.25 per cent and 
21.25 per cent of the private and cooperative scheme respondents, respectively. 
Many farmers, about 93.8 per cent from the cooperative irrigation scheme, 
were trained as compared to 33.8 per cent of private farmers. This difference 
was statistically significant and hence, it is expected that irrigators from the 
cooperative scheme adhere more to the best agricultural practice and the main-
tenance of scheme infrastructure as compared to irrigators from the private 
irrigation scheme, most of whom did not get any such training. 
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BEYOND BORDERS 

Institutional and organizational arrangements 
of irrigation water management 

At the national level, the Ministry of Agriculture, Food Security and Coopera-
tives is the agency responsible for the overall water policy setting, coordination, 
monitoring, evaluation and regulating community water supplies. The minis-
try enforces laws and regulations for water quality, issuance and the regulation 
of water rights, enforces water and effluent discharge laws as per standards as 
well as conducting research and the development of irrigation sectors. The 
ministry’s activities on irrigation are also facilitated by the Water Basin 
Authorities, the Zonal Irrigation Units and Agriculture research centers. The 
decentralization in the Tanzanian water and irrigation sector has transferred 
the responsibilities for service provision to Local Government Authorities 
(LGAs). LGAs are responsible for the procurement, financing, management 
and monitoring of service water providers in their respective administrative 
area. Water user associations and private water companies are responsible for 
the administration, management and operations of the irrigation scheme as 
well as supervising the sustainability of irrigation water, distribution of water, 
collecting funds and financing the irrigation scheme. National and local Non-
Government-Organizations participating in irrigation act as supervisors in 
various activities taking place in the field and among irrigation stakeholders. 
They also initiate a dialogue on the irrigation sector, economic, social and 
environment concerns among stakeholders (MoWI, 2010). 

The organizational structure of the two schemes reveals that the cooperative 
scheme adopted a ‘bottom-up’ approach administration. The irrigators decide 
what is to be done by the management and they are those who put the manage-
ment in or out of power; however, in its operation, there is an exchange of ideas 
mechanism with getting feedback. Figures 3 and 4 explain the structure of 
cooperative and private irrigation schemes, respectively. 
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12. THE INFLUENCE OF INSTITUTIONAL ARRANGEMENTS ON PERFORMANCE 

Figure 3: Igomero irrigation scheme organizational structure distribution of tasks struc-
ture (Bottom-up) 

Manager 

Staff 

Members 

Board of directors 

Executive committee 

Resources committee Infrastructures committee 

Source: Own computation.  

The private irrigation scheme follows the ‘top-down’ method of administra-
tion, where the decision comes from the top management distributed to lower 
levels of management and finally to the client level. In private irrigation 
schemes, irrigators should accept the terms and conditions stipulated by the 
management of the irrigation scheme so as to enjoy irrigation water services 
and the estate manager is in charge of the maintenance and operation of the 
irrigation infrastructures. Irrigators hire the irrigation plots from the investor 
and pay a fee for that. Figure 4 shows the relationship and distribution of power 
among stakeholders; however, irrigators are considered to be a third party and 
are hence not included in the structure. 
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Figure 4: Mbarali Estate organizational structure and distribution of tasks structure (Top-
Down) 

Estate Director 

Estate Manager 

Head of 
Livestock 

Head of 
Rice milling 

Head of 
Engineering 

Head of 
Farm 1 & 2 

Staff and 
labourers 

Staff and 
labourers 

StaffStaff and 
labourers 

Source: Own computation.  

Paddy production returns on investment  
in different irrigation schemes  

Return to investment (RTI) was used as a measure of profitability. Table 2 
shows that the net average incomes were 1,030,175.00 and 1,421,918.78 for pri-
vate and cooperative irrigation schemes, respectively. The difference in net in-
come was statistically significant at a 0.000 level of significance. 
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12. THE INFLUENCE OF INSTITUTIONAL ARRANGEMENTS ON PERFORMANCE 

Table 2: Average cost and revenue of paddy per acre 

Irrigation scheme type Cooperative 
scheme 

Private 
scheme 

Significance 
level at 
95% CI 

Average productivity of paddy per 
acre 2,403.38 2,455.75 0.01 

Average price per kilogram of paddy 971.25 864.88 0.04 

Average revenue of paddy per acre 2,342,756.25 2,117,612.50 0.03 

Average cost of all inputs, land 
renting and irrigation service 
annually 
Average cost of labor annually 

590,687.50 

330,150.00 

760,687.50 

326,750.00 

0.08 

0.00 

Summation of cost for inputs, land 
renting, irrigation service inputs and 
labor annually 

920,837.50 1,087,437.50 0.05 

Net revenue per acre 1,421,918.75 1,030,175.00 0.10 

Returns on investment for paddy 
production (%) 

154.42 94.73 0.00 

Source: Own computation.  

The most reasonable explanation for this difference is that farmers in the co-
operative scheme start planting their crops earlier than those in the private 
scheme; hence, they can fetch better prices since they manage to sell their 
produce before bumper periods. The farmers in the private irrigation scheme 
were not allowed to start planting until the investor has planted his crops. This 
constrains farmers from harvesting their produce early and hence, they fail to 
fetch a better price. Another reason was the location of the two schemes. The 
cooperative irrigation scheme (Igomero) is closer to the highway of Mbeya to 
Dar es Salaam, which made it easier for farmers from this scheme to sell their 
produce at a slightly higher price since their customers get lower transportation 
costs. However, the difference due to location is expected to have rather a low 
impact as most buses do not stop at Ingomero. This difference could also be 
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BEYOND BORDERS 

due to the fact that farmers in these two irrigation schemes differ significantly 
in terms of cost of input, land renting cost and irrigation water fees. 
The return on investment for paddy in the private irrigation scheme was 94 per 
cent, while it was as high as 154 per cent in the cooperative irrigation scheme, 
and the difference was statistically significant as shown in Table 3.Hence, based 
on these findings, null hypothesis two, which stated that ‘there is no difference 
in returns on investments for paddy production between these schemes’ was 
rejected based on the major difference between the irrigation schemes. 

Effect of Institutional Arrangement on the Performance  
of the Scheme 

In evaluating the effect of the institutional arrangement in management, 
operation and maintenance (MOM) on the performance of irrigation schemes, 
the studied factors were grouped into three categories, namely physical, eco-
nomic and institutional factors. 

Table 3 shows that out of 40 per cent scored in physical factors, private 
schemes scored 36.11 per cent and the cooperative scheme scored 33.69 per 
cent. The private irrigation scheme was thus performing better in terms of the 
percentage of irrigation facilities in good conditions, the percentage of drainage 
facilities in good conditions and the actualized rate of irrigation planning. The 
reasons for this difference were that the private company was endowed with 
capital that enabled it to maintain its irrigation facilities and most of its 
drainage was in good condition as well as most of its irrigable area in fact being 
irrigated. 
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12. THE INFLUENCE OF INSTITUTIONAL ARRANGEMENTS ON PERFORMANCE 

Table 3: MOM physical indicators scores 

S/n Indicator Value of Value scored Value scored 
weight by private by cooperative 
(WT) irrigation irrigation 

scheme scheme 
1 Percentage of actual 

irrigated area, F, (%): 0.08 7.0752 7.1896 
2 Efficiency of irrigation water 

supply, s (%) 0.06 6 6 
3 Sustainability of irrigated 

area, Fs, (%) 0.03 3 3.00 
4 Distribution network 

density, DND, (%)  0.03 1.9971 2.5245 
5 Percentage of irrigation 

facilities in good conditions 
(QIP), (%) 0.06 3.714 0.9474 

6 Actualized rate of irrigation 
planning, WSE, (%) 0.04 4.5 4.2 

7 Percentage of change of 
water used unit area, FD, 
(%) 0.03 2.82 2.8332 

8 Project irrigation efficiency, 
Ep, (%) 0.07 7 7 

Total physical 36.1063 33.6947 

Source: Own computation.  

Table 4 shows that economic factors carried 40 per cent of the total marks, out 
of, which the cooperative irrigations scheme score was 37.28 per cent, com-
pared to 30.13 per cent for the private irrigation scheme. The cooperative irri-
gation scheme performed better in terms of percentage of the highest total 
yield, percentage of the highest yield per unit quantity of irrigation water and 
personnel costs. The reason for the difference is likely due to the cooperative 
getting irrigation timely contrary to private irrigation where the supply of water 
depends on whether the investor has enough water. The private scheme was 
doing very well in the collection of fees pertaining to irrigation as well as in 
other revenue streams apart from water fees, total financial viability and 
secondary revenue rates. The cooperatives scheme is not doing well in collect-
ing various fees, probably due to the fact that its leaders do not directly benefit 
from the collected fees as compared to private scheme management. In addi-
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BEYOND BORDERS 

tion, the cooperative leaders probably want to please their members, to ensure 
being re-elected as managers. 

Table 4: MOM economic indicators scores 

S/n Indicator Value of 
weight 
(WT) 

Value scored 
by private 
irrigation 
scheme 

Value scored 
cooperative 
irrigation 
scheme 

1 Percentage of the highest yield 
per unit quantity of irrigation 
water, Pyw, (%) 

0.05 3 6.955 

2 Percentage of the highest total 
yield, Py, (%) 0.1 5.075 8.987 

3 Efficiency of the collection of 
irrigation water charges, TE, 
(%) 

0.07 6.65 5.8800 

4 Total financial viability, TFC, 
(%) 0.06 5.1834 5.4264 

5 Financial self-sufficiency, Eyy, 
(%) 0.08 8 8 

6 MOM personnel cost, PGO, (%) 
0.02 0.5 1 

7 MOM secondary revenue rate, 
IG0, (%) 0.02 1.725 1.0344 

 Total economic indicator 30.1334 37.2828 

Source: Own computation.  

Table 5 shows that using institutional factors – which carried 10 per cent of the 
total marks – the cooperative irrigation scheme performed better by scoring 
8.64 per cent as compared to the private scheme scoring 7.64 per cent. The 
private irrigation scheme was performing better in terms of the technical 
knowledge of staff and the percentage of change in the personnel number, 
while the cooperative irrigation scheme was performing better in terms of the 
participation rate of irrigation groups in irrigation scheme maintenance. This 
finding can mainly be explained by the fact that most of the cooperative scheme 
members were trained in irrigation and agriculture, compared to the private 
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12. THE INFLUENCE OF INSTITUTIONAL ARRANGEMENTS ON PERFORMANCE 

scheme, but also by the nature of the cooperatives – being responsive to mem-
bers’ needs. The reason for private schemes being associated with good tech-
nical knowledge staff is due to their ability to hire qualified personnel, which, 
in turn, is made possible through their high ability to collect various fees. 

Table 5: MOM institutional indicators scores 

S/n Indicator Value of 
weight 
(WT) 

Scores for 
Private 
irrigation 
scheme 

Scores for 
Cooperative 
irrigation 
scheme 

1 

2 

Rate of participation of 
irrigation groups in irrigation 
scheme maintenance, SGHO, 
(%) 
Technical knowledge of staff, 
TPO, (%) 

0.02 

0.03 

1.8844 

2.625 

1.9746 

2.4999 

3 Percentage of change of MOM 
personnel number, PDY, (%) 0.05 2.7085 4.1665 

Total institutional arrangement 
scores 7.6412 8.6410 

Source: Own computation.  

The overall performance of the two institutional arrangements shows that the 
cooperative irrigation scheme performed better than the private one, the scores 
were 84.11 and 78.45 per cent, respectively (the details of the formulation, the 
data specification and the calculations of overall weighted average marks, 
respectively, are presented in appendix 3). The cooperative irrigation scheme 
performance is ranked as good (WAM for good ranges from 80 to 89.9) while 
the ranking for the private irrigation scheme is ranked as fair (WAM for fair 
ranges from 70 to 79.9). The findings based on the ‘t-test’ value show that the 
difference between the two schemes has a P value of 0.179716 and implies that 
the difference is not statistically significant. Hence, based on the above findings, 
we fail to reject null hypothesis three saying that; ‘there is no difference in the 
performance of the irrigation scheme under each institutional arrangement’. 
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BEYOND BORDERS 

Determinants of cooperative and private 
scheme institutional performance 

The findings indicate that the institutional performance in cooperative and 
private irrigation schemes was influenced by various factors at different rates, 
as seen in Table 2. This is based on regression analysis results on the relation-
ship between institutional performance and variables such as the distribution 
of tasks, stakeholders’ participation in decision making, interactions with other 
different institutions, the importance of irrigation laws and policies, the active-
ness in enforcing laws, the presence of an effective monitoring and planning 
system, the effectiveness in the collection of fees and penalties, and the extent 
of occurrence of problems. Variables, which had a significant contribution to 
institutional performance were the extent of occurrence of problems/accidents 
in the process of operations and maintenance of the irrigation scheme, the 
influence is found to be –27.5 and –19.3 per cent for the cooperative and the 
private scheme, respectively. This implies that the occurrence of problems 
reduces the institutional performance by the respective percentages and hence, 
the management of both schemes should minimize the occurrence of problems 
in the scheme. 

Table 6: Coefficient of various variables used in determining institutional performance 
and their significance 

Dependent 
variables 

Cooperative scheme Private scheme 

Standardized 
Coefficients T Sig. 

Standardized 
Coefficients T Sig. 

(Constant) 

Extent of 
occurrence of 
problem 

-0.275* 

0.906 

2.448 

0.369 

0.017 .-0.193* 

0.645 

-1.812 

0.024 

0.075 

Interconnection 
with different 
institutions 

0.192* -1.74 0.087 0.108 1.055 0.295 

Distribution of 
task effect 

0.375*** 3.77 0 0.332*** 2.44 0.004 

Activeness in 
enforcing laws 

0.265** 2.369 0.021 0.051 0.42 0.676 
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12. THE INFLUENCE OF INSTITUTIONAL ARRANGEMENTS ON PERFORMANCE 

Dependent 
variables 

Cooperative scheme Private scheme 

Standardized Standardized 
Coefficients T Sig. Coefficients T Sig. 

Effectiveness in 
collection of fees 
and penalties 

Efficient use of 
inputs 

Presence of 
effective 
monitoring and 
planning system 

If the stakeholders 
have participated 
in decision 
making 
Perception toward 
organization 
structure 
Perception toward 
importance of 
irrigation laws 
and policies 

Whether member 
receives training 

-0.036 -0.309 0.759 -0.111 -1.087 0.282 

0.244 0.824 0.413 0.088 0.415 0.68 

0.276** 2.219 0.03 0.085 0.742 0.461 

0.165 1.38 0.173 -0.092 -0.859 0.394 

-0.124 -1.065 0.291 0.097 0.812 0.42 

-0.001 -0.013 0.99 0.055 0.525 0.601 

0.278** 2.315 0.024 0.347*** 3.086 0.003 

a. Dependent Variable: performance of current management 
*Significant at the 10% level; **Significant at the 5% level; ***Significant at the 1% level 

Source: Own computation.  

Another observed influential factor was the distribution of tasks; this influences 
the performance of the cooperative and private scheme by 37.5 and 33.2 per 
cent, respectively. In short, more than 30 per cent of the performance were 
influenced by the nature and effectiveness in the distribution of tasks. Hence, 
its crucial for both the management to focus on this aspect, and also to ensure 
that tasks are given timely and effectively. This must be reinforced with the 
training of staff, management and stakeholders in the maintenance of the 
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BEYOND BORDERS 

scheme. This finding indicates that the scheme administration should exercise 
training as well as employing extension officers to facilitate the enforcement of 
adhering to agricultural best practices and scheme infrastructure maintenance. 

Other factors that influenced the performance were the activeness in 
enforcing laws and regulations and the effectiveness in monitoring and plan-
ning by scheme management. The effect on performance was 26.5 per cent for 
cooperative and 27.6 per cent for private schemes. In addition, the effectiveness 
in planning and maintaining the irrigation scheme reduced the number of 
problems/accidents in the irrigation scheme and underpinned the perform-
ance. Table 6 also presents the perception among stakeholders. The coopera-
tive stakeholders ranked their schema more positively as compared to private 
stakeholders, in the following respects; distribution of tasks, participation of 
stakeholders in decision making, interactions with different institutions, the 
enforcement and importance of irrigation laws and policies. Stakeholders in 
private irrigation schemes ranked their organization as more positive, as com-
pared to cooperative stakeholders; in such areas as the effectiveness in the 
monitoring and planning systems as well as the effectiveness in the collection 
of fees and penalties, these aspects showed a significant statistical difference. 

Based on these findings, it is evident that the two institutional and organiza-
tional arrangements are different. The regression results for each institutional 
performance showed different responses on the variables tested. These dif-
ferences were ‘down-top’ and ‘top-down’ management styles as well as dif-
ferences in the nature of by-laws governing these schemes. The institutional 
variables compared showed a statistically significant difference between co-
operative and private ownership.  

Conclusion and recommendations 
The study aimed at evaluating the institutional and organizational arrange-
ment of two schemes and presents four major findings. First, evidence suggests 
that the cooperative scheme adopted a ‘bottom-up’ approach of administra-
tion, where irrigators decided what should be done by the management while 
the private scheme adopted a ‘top-down’ administration approach where the 
investor decided what should be done by the staff and other stakeholders. 

Second, findings on the difference in the return to investments for paddy 
production in cooperative and private institutional arrangements – where the 
return was substantially higher for the cooperative scheme – turned out to be 
statistically significant. The reason for this was differences in revenue and that 
cooperative irrigation schemes fetched better prices, as compared to private 
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12. THE INFLUENCE OF INSTITUTIONAL ARRANGEMENTS ON PERFORMANCE 

irrigation schemes, as the cooperative scheme harvests its crops earlier when 
the prices were still high, in contrast to the private scheme where farmers were 
forced to plant late due to by-laws that stated that they should wait for the 
investor to plant their crops first. 

Third, based on the weighted average mark (WAM), i.e. the indicators 
grouped by physical, economic and institutional factors, the private irrigation 
scheme scored better in physical factors, it was performing better in terms of 
the percentage of irrigation facilities being in good condition and the percent-
age of drainage facilities being in good condition. On economic indicators, the 
cooperative irrigation scheme performed better in terms of the percentage of 
the highest total yield, the percentage of the highest yield per unit of irrigation 
water and the personnel cost. The private scheme performed well in the collec-
tion of fees pertaining to irrigation as well as other revenue apart from water 
fees, because they had a more efficient system for the collection fee before the 
farmers were allocated cultivation plots. 

Lastly, the institutional variables such as the distribution of tasks, training 
to stakeholders, the enforcement of laws, and the effectiveness in monitoring 
and planning in scheme management, showed a positive contribution in in-
stitutional performance of the irrigation scheme. The ineffectiveness in the 
collection of fees and penalties and the extent of occurrence of problems/acci-
dents in the process of operations and the maintenance of the irrigation scheme 
have negative impacts on the performance of the irrigation scheme. Hence, 
based on these findings, the management of both schemes has to work on the 
enforcement of the laws and the regulation of the schemes as they have a 
positive contribution on performance as well as having in place the best plans 
and the effective monitoring system of the irrigation scheme facilities. Effec-
tiveness in planning and maintaining the irrigation scheme helps to reduce the 
number of problems/accidents in the irrigation scheme and hence to attain the 
best performance. 

Thus, the study concluded that cooperative irrigation schemes score higher 
in institutional factors as compared to private schemes. The cooperative irriga-
tion scheme was performing better in terms of the participation rate of irriga-
tion groups in the maintenance of irrigation schemes while the private irrigat-
ion scheme was performing better in terms of the technical knowledge of the 
staff and the percentage of change in the number of personnel. Generally, the 
study found that the role of institutional arrangements for the performance of 
irrigation schemes has revealed that the cooperative arrangement gives a good 
performance as compared to the private irrigation scheme; however, the dif-
ference in performance is found not to be statistically significant. 
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Organizational and institutional arrangements as well as returns to invest-
ment were found to show differences, which were statistically significant. 
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Appendices 
Appendix 1: Methods for determining the mark  

and weight of physical factors 

No Names, symbols and Methods of calculating Values of 
units of MOM marks (MK=Marks) weight 
performance indicators (WT=Weight) 

1 Percentage of actual 
irrigated area (F), (%)  

2 Efficiency of irrigation 
water supply (S), (%) 

3 Sustainability of irrigated 
area (FS), (%) 

4 Distribution network 
density (DND), (%) 

5 Percentage of irrigation 
facilities in good 
conditions (QIP), (%) 

6 Actualized rate of 
irrigation planning 
(WSE), (%) 

7 Percentage of change of 
water used unit area 
(FD), (%) 

8 Project irrigation 
efficiency (EP), (%) 

MK=2F–100 

S≥100; MK=1000, 
S<100; MK=S 
FS<100; MK=FS 
FS≥100; MK=100 

MK=DND 

MK= 2QIP–100 

WSE=100; MK=50+0, 
5WSE 
WSE>100; MK=150– 
0,5WSE 
FD=100; MK=50+0, 5FD 
FD>100; MK=150–0,5FD 

EP≤25 MK=50; 26≤E P≤35 
MK=70 
36≤EP≤45 MK=80; 
46≤EP≤55 MK=90; 56EP≤ 
65 MK=100 (Border and 
furrow irrigation method) 

0.07 

0.05 

0.02 

0.02 

0.05 

0.03 

0.03 

0.06 
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Appendix 2: Methods for determining the mark  
and weight of economic factors 

No Names, symbols and 
units of MOM 
performance indicators 

Methods of calculating 
marks (MK=Marks) 

Values of 
weight 
(WT=Weight) 

9 Percentage of highest 
yield per unit quantity of 
irrigation water (Pyw), 
(%) 

MK= 2Pyw-100 
0.05 

10 Percentage of the highest 
total yield (PY), (%) 

MK=2PY-100 0.1 

11 Efficiency of collection of 
irrigation water charges 
(TE), (%) 

MK=TE 
0.07 

12 Total financial viability 
(TFC), (%) 

TFC≥100; MK=100 
TFC<100; MK=FC 

0.06 

13 Financial self-sufficiency 
(EYY), (%) 

EYY<100; MK=EYY 0.08 

14 MOM personnel cost 
(PGO), (%) 

PGO=35; MK=100; 
35<PGO=50; 
MK=50; 50<PGO=100; 
MK=25 

0.02 
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Appendix 3: Methods for determining the mark  
and weight of institutional factors 

No Names, symbols and Methods of calculating Values of 
units of MOM marks (MK=Marks) weight 
performance indicators (WT=Weight) 

15 MOM secondary revenue 
rate (IGO), (%) 

16 Rate of irrigation groups 
in irrigation scheme 
(SGHO), (%) 

17 Technical knowledge of 
staff (TPO), (%) 

18 Percentage of change of 
MOM personnel 
numbers (PDY), (%) 

MK=IGO 0.02 

MK=SGHO 0.02 

TPO≤100; MK=50+0.5TPO 0.03 
TPO>100; MK=150-
0.5TPO 

PDY=100; MK=50+0,5PDY 0.05 
PDY>100;MK=150-0.5PDY 
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13. Patterns of Collectivization and De-Collectivization 
in the Swedish Dairy Sector from 1900 to 2015 

PAULINA RYTKÖNEN, MARTIN RAGNAR & MIKAEL LÖNNBORG 

The emergence of a market for milk and dairy products happened in con-
nection with the process of urbanization. In the traditional rural society, milk 
was preserved through curdling and butter curing. But when the urbanization 
started to accelerate, a market for liquid milk was gradually established as the 
increasing participation of women in the industrial work force led to an early 
abandonment of breast-feeding and thus, children became an important 
consumer group (Nepham, 1993). In cities, such as New York, dairy stables 
were established during the early nineteenth century in connection to bre-
weries because their residues were used for feed. But the handling of milk was 
sometimes unhealthy, spreading diseases and contributing to child mortality, 
in particular during the summer months (Du Puis, 2002). But gradually, the 
handling of milk was improved as knowledge was enhanced about the causes 
behind hazardous bacteria in milk (Du Puis, 2002; Schmidt, 2005) and innova-
tions contributed to a safer processing, elaboration and distribution of milk 
and dairy products (de Vylder, 2004; Rytkönen, 2013). 

Some of the early innovations contributing to the emergence of the dairy 
industry were sweet condensed canned milk and evaporated canned milk, 
patented by Gail Borden in 1835. These products made their way to consumers 
through the American Civil War, where it became one of the soldiers’ favorite 
staple goods (De Vylder, 2004). But the most important early innovation for 
boosting the dairy industry was the separator, launched in Sweden by Gustaf 
de Laval in 1877. The separator speeded up the production of butter, which 
contributed to a surge of new dairy firms in several countries. In addition, 
besides the technical challenges in the industry, the infrastructure was initially 
limited by a great need to organize the production of milk, its elaboration into 
various products and the distribution to consumers. In connection to finding 
out different challenges of the industry, the most important forms of organiza-
tion became different forms of cooperatives (Rytkönen, 2013). 

The first successful cooperatively operationalized dairy was founded in 
England in 1844 in the form of The Rochdale Society of Equitable Pioneers 
(Brandesten, 2005). During its first century, the industry expanded rapidly, and 
the majority of today’s large dairy firms were established before 1930. The 
named year constitutes a strand in the development of the sector in the western 
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world, because increased competition during the early twentieth century and 
the world recession in the 1930s stimulated the regulation of dairy markets and 
the emergence of agro-food policies in most European and North American 
countries. Within this context, dairy cooperatives became influential players 
and powerful lobbyists in their respective countries (Rytkönen, 2013). 

The idea of cooperatively owned dairy companies was established early also 
in Sweden. The first Swedish cooperative was established in Hössjö in Väster-
botten in 1867 and the cooperative was a corporate form that spread from this 
northern and comparatively poor region, to southern Sweden and in general 
more wealthy areas (Brandensten, 2005). The Hvilan dairy cooperative outside 
Helsingborg in Skåne was another early dairy cooperative. It was first estab-
lished as a limited liability company in 1879 but following examples from in 
particular Denmark, it was re-organized as a cooperative in 1890.1 

In Sweden, the importance of cooperatives as a form of organization be-
came gradually more important and in 1940, they summed up to over 70 per 
cent of the dairy firms (see table 2). Our knowledge about the industry ema-
nates from previous studies that have in a meritorious way highlighted the 
emergence of cooperatives and agricultural and food regulations as parallel 
processes (Morell, 2001; Pettersson, 1983; Staffansson, 1995). But while pre-
vious studies mainly focus on the early development of cooperatives (i.e. 
1930s), the long-term perspective at the national level has been rather neg-
lected.2 

This chapter studies the historical development of the dairy sector from the 
early twentieth century until 2015 by highlighting the emergence and organiza-
tion of the dairy industry as an organized market, the development of the 
industry over time and major changes that the industry has experienced in the 
last few decades. The following questions will be answered: Which are the main 
forces and features behind the long-term structural changes in the dairy sector, 
e.g. collectivization and de-collectivization between 1900 and 2015?  

Methods and sources 
We have used primary archival sources, such as the internal registry on dairies, 
kept by the Swedish Dairy Association S.M.R. (Svenska Mejeriernas Riksför-
ening), statistics of the trade organization Swedish Milk (Svensk Mjölk) and the 
National Farmers’ Association (Lantbrukarnas Riksförbund, LRF) dairy sta-
tistics to highlight the process of transformation of the large-scale dairy 
industry (1900–2015). The data about small-scale farm dairies (1978–2015) 
was collected from various sources. First of all, statistics on the emerging farm 
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13. PATTERNS OF COLLECTIVIZATION AND DE-COLLECTIVIZATION 

dairies were only recently included in the national statistical series and for a 
long period of time, there was no national registry of new independent dairies. 
New firms have various different legal forms, some are companies with a 
limited liability and information about them can therefore be found at Bolags-
registret (public registry with all limited liability companies in Sweden), some 
are private firms (companies with unlimited owner liability) and some are 
economic associations. Information about the two latter types of companies is 
scattered and it is difficult to get a complete picture. Therefore, some firms 
might have been missed and it is not possible to state with any certainty how 
many, when and, which firms have been terminated. Reliable figures are not 
available before 2008. To get an approximation of the number of start-ups 
within the farm dairy sector, we have used information from the Farm Dairy 
Association, we have conducted searches on various web-based yellow pages 
sites (hitta.se; eniro.se and allabolag.se, google.se) and the dairies’ own home 
pages to get as complete a list as possible. But although we are aware of the fact 
that we might have missed some start-ups or firm closures, we are certain that 
the majority of the farm dairies were included in this study. In addition, 39 
farm dairy owners were also interviewed between 2009 and 2017 to understand 
why and how this new sector emerged. We have also conducted interviews with 
milk farmers from 2006 to 2017. 

The chapter is organized in the following way. First, we highlight relevant 
theoretical concepts to support our analysis. This is followed by two empirical 
sections, one that highlights the development of the dairy industry over time 
and a second that highlights the process of de-collectivization and the emer-
gence of farm dairies and small-scale dairy elaborators. Finally, the conclusions 
are presented. 

Organizing concepts 
The period covered in this chapter is a little more than 100 years, and an im-
portant inspiration is the French Annales school where Braudel (1982) and 
Revel (2002), but also other scholars, organized their studies of historical pro-
cesses by highlighting cycles, structural crises and the resistance of old struc-
tures and frameworks to what was new, to highlight the underlying explanatory 
forces of historical changes. Such reasoning can also be found in other schools 
of thought, in particular within economic and business history and especially 
within neo-institutionalism (Decker et al., 2018). 

In many studies employing institutional frameworks, the implementation 
of theory is often reduced to formal and informal rules of the game and reasons 
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BEYOND BORDERS 

for institutional changes inspired by Douglass North’s pivotal work on institu-
tions and economic development (North, 1990). But whether we use the his-
torical process to understand institutional change, or institutional concepts to 
study historical processes, there are two important concepts to take into con-
sideration, namely agency, i.e. ‘the purposive action of individuals and organiza-
tions aimed at creating, maintaining and disrupting institutions’ (Lawrence & 
Suddaby, 2006: 215). The other is context, which can be interpreted through a 
narrow interpretation as ‘rules of the game’, or through the broader and inclu-
sive conceptualization of context launched by Welter (2011) who argues that 
contextualization implies the consideration of situational and temporal bound-
aries and opportunities by studying the following dimensions: business related 
(industry/market), social (networks, household, family), spatial (geographical 
environments, e.g. political and natural geography, communities, neighbor-
hoods, industrial agglomeration), and institutional (culture and society, poli-
tical and economic system). 

This chapter highlights a long-term process that starts with the formation 
of an industry and the process in, which this industry enters into a mature state 
including periods of crises and/or undisturbed growth, competition and 
monopolistic tendencies, as well as institutional changes and transformation 
pressure from the state or the market. Thus, to understand the long-term 
development of the dairy sector, it is necessary to understand the role of crises 
(as proposed by the Annales schools) and the role of agency and context, in this 
case by focusing on the business-related context, i.e. industry structure and in-
stitutional context – and their interplay.  

In addition, two empirical concepts are used throughout the chapter, name-
ly collectivization, meaning the process in which an industry consisting of 
many different types of firms becomes dominated by cooperatives as the domi-
nant form of industrial organization and de-collectivization, meaning the pro-
cess in which an industry is dominated by cooperatives and becomes more 
heterogeneous in terms of organizational structure. 

The rise of the dairy industry 
The dairy industry in Sweden emerged during the 1870s when exports of butter 
to the United Kingdom stimulated a surplus production of butter. One effect 
of this increased demand was the emergence of various types of firms, such as 
mansion dairies, village dairies, cooperative dairies and private dairies spe-
cialized as intermediaries and mansion intermediary dairies (Olsson 2004:177). 
In 1890, butter exports accounted for a tenth of Sweden’s total exports, but as 
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13. PATTERNS OF COLLECTIVIZATION AND DE-COLLECTIVIZATION 

producers in other nations discovered the possibility of exporting butter, a ris-
ing level of competition hampered Swedish exports. In 1913, butter exports had 
fallen to 5 per cent of total exports (Staffansson, 1995). The consequence of the 
volatile export market was that when foreign demand plummeted, the Swedish 
dairy market had an oversupply of producers and the butter price was pressed 
downwards. In addition, this was fueled by the severe agricultural crisis, which 
affected Western Europe in the wake of the world depression during the 1920s 
and 1930s and butter prices, for instance, fell rapidly. 

However, the extended crisis in the dairy sector eventually led to a far reach-
ing and self-sustained process of rationalization, which was also closely con-
nected to the rise of cooperatives and the re-articulation of agricultural policies 
in Sweden. The milestones of this process are explained in the next section. But 
before presenting the details, it is important to highlight the context where all 
these changes took place, as well as to operationalize the above noted concepts. 

In 1900, the Swedish population ascended to five million inhabitants and 28 
per cent lived in cities and urban areas. But even though 25 per cent of the citi-
zens emigrated (about 1 million people – more exactly 1.2 million but 200,000 
returned to Sweden – in particular to the United States in the period 1870– 
1920s) the population grew rapidly and in 1954 Sweden had 7.8 million in-
habitants and 77.4 per cent of them were located in cities (SCB, 2018). The 
gradual urbanization of Sweden and the transformation, from being mainly an 
agricultural nation into being an industrial country, are some of the most 
significant changes in Sweden during the period studied in this chapter. Thus, 
during the early twentieth century and especially in the 1920s, the growing 
domestic market constituted a source of positive transformation pressure 
towards the dairy industry. The main features and driving forces in the in-
dustry are explained in table 1. 

Table 1. Changing industrial structure over time 1900–2015 

 Period 

–1920s  1932–1991  1991–2015 

Main feature 
of the 
industry 

Export-
driven 
development 

Domestic 
market driven 

Market 
maturity and 
changes in 
consumption 
patterns over 
time3 

Gradual global 
expansion and 
globalization of the 
domestic market 
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BEYOND BORDERS 

Consolidation 
of the industry 

Main trend Emerging 
industry 

Collectivization 
and industrial 
organization. 



 Internationalization4 

and de-
collectivization 
through the 
emergence of 
private non 
cooperative firms5 

 Industrial Hundreds of National Dairy  26 firms classified as 
structure dairy 

companies, 
raising the 
number of 
cooperatives 
and 
decreasing 
the number 
of private 
firms, export 
associations 

Association 
(SMR) 

 20 regional 
dairy 
associations 
and circles 

Hundreds of 
dairy 
companies and 
an increasing 
number of 
cooperatives 

industrial firms (in 
2015) 

 138 small scale 
dairies (in 2010) 

Type of crisis  1920s– 
1930s, Weak 
international 
market and 
falling prices 
especially 
for butter 

 1980s–1991 
Domestic 
market 
saturation 

 1995-today 
 Increased 
competition and the 
impact of the 
international market 
on the Swedish 
market. 

Source: Own elaboration. 

Collectivization of the Swedish dairy sector 
The National Agricultural Society (Sveriges Allmänna Lantbrukssällskap, SAL) 
was founded in 1917. The intention was that SAL should act as the agricultural 
sectors’ representatives with the government. As profitability in agriculture fell 
during the 1920s, the parliament appointed an inquiry in 1928 to deal with the 
problems, and the inquiry proposed restructuring the entire agricultural sector. 
Departing from this conclusion, SAL was reorganized, creating sections for 
different agricultural sub-markets (e.g. forestry, eggs, slaughter/meat and dai-
ries). The general outline was that all cooperatives should be organized through 
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SAL and all farmers would become organized through cooperatives and they 
would also be forced to deliver all their crops to their respective cooperative. 
This would erase the competition between cooperatives and private firms and 
render SAL control over the market and prices. SAL’s conclusions coincided 
with the results of the parliament inquiry where the main argument was that 
coordination, concentration and raised quality were essential to improve the 
economic situation in the sector (SOU 1930:4). The campaign launched by SAL 
was successful in the dairy sector and, within the first year, more than 400 
dairies (with over 60,000 associated farmers) became organized under SAL 
(Morell, 2001: 157–187).  

Table 2. Organizational changes in the dairy market 1890–1956 

 Year  Cooperative 
dairies 

 Private 
dairies 

 Total 

 1880  73  1499  1572 

 1900  430  1258  1688 

 1910  550  866  1416 

 1920  565  914  1479 

 1925  673  975  1648 

 1930  715  885  1600 

 1935  723  853  1576 

 1940  719  265  984 

 1945  689  128  817 

 1951  560  57  617 

 1956  476  38  514 

Source: Svensk Mejeriindustri (1957). 

On May 18 1932, Sweden’s cooperatives created the Swedish Dairy Association 
(Svenska Mejeriernas Riksförening, SMR). A key task for SMR was to imple-
ment a compulsory price regulation system consisting of price equalization 
between consumers’ and producers’ milk prices, which had a major impact on 
the over-supply of dairies and the surplus production of butter (Morell, 2001: 
171–173).  

An additional crucial regulation of the dairy sector happened in the wake of 
the trade-off agreement between the Agrarian Party and the Social Democratic 
Party. This included better conditions for the working class as well as for farm-
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ers. This trade-off did completely changed agricultural policies from liberal to 
protective regulations, including import tariffs for various agricultural pro-
ducts, restricting imports, subsidizing exports, storage of food for strategic pur-
poses, as well as adopting price regulations. The agreement was possible 
because the Social Democratic Party needed support from the Agrarian Party 
to alleviate the un-employment crisis among industrial workers and, in return, 
the Social Democratic Party supported the new regulations for the agricultural 
sector (Swedborg, 1988: 307–332). The dairy regulation was launched on 
November 1 1932 and SMR became responsible for the implementation of the 
regulation. 

SMR was initially composed by a total of 20 regional dairy federations, 
associations and so-called ‘regional circles’. SMR promoted the general 
rationalization within the sector by supporting farmers and private dairies to 
form cooperatives, deciding on a standardization of products, measures of im-
proving qualities, and supporting the regional organizations by setting regional 
sales rules. In addition, SMR implemented price equalization for farmers and 
between products, created outlets for surplus products, conveyed the purchase 
of input products, started a market for local or temporary over-production at 
the regional level and in general solved problems connected to oversupply. The 
hope was that the regional organizations would be a way of ensuring more 
stable and equal prices for milk regardless of the farm’s location in the region 
(Skaraborgs Läns Mejeriförbund, 1931). At the national level, SMR played a 
vital role, not the least as a lobby organization and in negotiations with the 
government (Swedborg, 1988: 307–332). Naturally, to implement these poli-
cies, it was necessary to enroll as many dairy farms and dairy firms as possible 
(Skaraborgs Läns Mejeriförbund, 1931). A lot of farmers and farm-based 
dairies left the previously popular export associations and started to join the 
regional dairy associations. Actors not entering the emerging cooperative 
movement were socially stigmatized by neighboring farms and farm-based 
dairies, and to some extent peer pressure increased the number of members 
(Lindberg 2008:77; Rydén, 1998). The process of forming the new cooperative 
went rather quickly and, in some cases, even entire export organizations were 
totally transformed into dairy federations (Ragnar, 2013). 

An important condition for achieving the aims of SMR was the self-imposed 
process of rationalization by mergers, acquisitions and closing down outdated 
facilities, and SMR received support for the strategy through the Dairy Bill 
passed on January 1 1937. This new legislation imposed an improvement of the 
hygiene standards in the dairy sector, and a large number of dairies were 
terminated in the wake of the legislation. However, the number of closures of 
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dairies is uncertain for 1937 but, as an indicator, between January and Septem-
ber the following year, 133 dairies closed down nationwide (SMR Register, 
1938). The regulation was implemented between 1937 and 1942, and in total 
the number of dairies decreased dramatically.  

In the longer view, 1,267 dairy processing firms existed in 1934 (Svensk 
Mjölk, 2008), and in 2016 only 26 firms remained. In 2008, there were only 17 
dairies classified as industrial dairies, but the number of industrial dairies in-
creased to 26 in 2016, mainly due to the establishment of foreign companies. 
These numbers did not include any small-scale farm dairies (presented below). 
This latter category was neither included by the industry nor in public statistics. 
However, the National Board of Agriculture recently commenced including 
farm dairies in their national statistics and, for instance in 2011, there were 
officially 139 farm dairies active in Sweden (Jordbruksverket, 2012). 

Figure 1. Number of large industrial dairy companies 1934–2016. 

Number of dairy companies 

1934 1945 1955 1965 1975 1985 1995 1997 1999 2001 2003 2005 2007 2012 2014 2016 

Source: Jordbruksverket (2016). 

The rationalization process was not without conflicts, however, and met with 
resistance in many different areas, and an example can be given for the county 
of Skaraborg in 1960 (Skaraborgs Läns Mejeriförening, 1960-08-12): 

The pronounced local patriotism is a tradition among farmers in this area and 
has often imposed insurmountable obstacles in trying to bring about the 
desired centralization of operations. Dairy co-operatives (and firms) became 
too small from the beginning, and even though these units were developed 
into well-functioned farms, the scale were never enough. When centralization 
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was brought up, many realized the necessity, but all agreed that it was the 
closure of neighbouring dairies that was necessary and never of their own 
(authors’ translation).  

In addition to rationalization, the issue of ‘modernization’ was brought for-
ward as a crucial activity for SMR and the regional organizations. The new 
dairy firms possessed the latest technology, but the infrastructure was also 
modernized and changed the industry, which underpinned productivity and, 
in turn, promoted industrial consolidation. Other revolutionary technological 
changes were the shift away from glass bottles to Elopak, Perga or Satona6 and 
not transporting flasks from farms to the dairies but instead installing milk 
tanks at farms and transporting milk with cooled milk-tank vehicles to dairies 
(that occurred between 1965 and 1975). 

By the 1950s, the regional associations had more or less fulfilled their pur-
pose and SMR appointed a committee of experts in 1959 to suggest a future 
organization for the dairy sector. The conclusion was delivered in 1965 and 
recommended closing down the regionally structured organizations in favor of 
creating five larger regions: South, West, East, Lower Norrland and Upper 
Norrland. Their argument was mainly that the organization was obsolete but 
in 1969, a new idea was launched to create a dairy monopoly and merging all 
existing regional dairies into one company with national coverage. The latter 
suggestion was finally dropped in 1978, but from the 1960s, SMR actively 
promoted mergers among regional associations and regional dairies. In 2006, 
only seven of the original dairies remained, namely Falköpings mejeriförening, 
Gefleortens mejeriförening, Gäsene mejeriförening, Arla Foods, Norrmejerier, 
Milko and Skånemejerier, see figure 2 (Svensk Mjölk, 2006).  
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Figure 2: Regional distribution of dairies in Sweden 2006.  

Source: Svensk Mjölk (2006). 

Mergers in Sweden and the rise of Arla 
Since its foundation in 1915, MjölkCentralen (from 1976 Arla and in 2000 Arla 
Foods) was engaged in takeovers and mergers, expanding its operations out-
side of Stockholm at an early stage, and it became one of the largest regional 
dairy cooperatives in Sweden. Stockholm was growing fast due to the urbani-
zation and this further fueled the growth of MjölkCentralen (Rudeberg, 1945; 
Lindorm, 1955). The process of centralization took off in the 1960s and 1970s. 
In 1962 MjölkCentralen acquired NEN’s dairy retail firm in Stockholm and 
during the 1960s, it merged with several dairies in Skaraborgs county. In 1968, 
MjölkCentralen merged with dairies from Gotland (Sweden’s largest island) 
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(Ragnar, 2013) and in 1971 Mjölkcentralen merged with LMC (Lantbrukarnas 
mejericentral, a dairy from Gothenburg), Sydöstmejerier and Örebroortens 
Mejeriförening. In 1991, Arla also merged with Ölandsmejerier. An additional 
merger was planned, with Gefleortens Mejeriförening (1991), but the Swedish 
Competition Authority considered the market to be sufficiently concentrated 
with Arla having a dominant position and stopped the merger. However, two 
decades later, in 2017 the authorities finally approved this merger. One of the 
more important mergers was carried out between Arla Foods and Milko in 
2011. Mergers and acquisitions also occurred amongst other regional dairies, 
and eventually there were only two regional dairies left, one in the North of 
Sweden and one in the South (Anon, 1992). 

Increased market pressure and internationalization 
Already in the early 1980s, the Swedish dairy market plummeted, and thus it 
became increasingly important to find new ways of increasing the consump-
tion among the population (Jönsson, 2005). One example of how companies 
worked to increase the milk consumption was through what later on became 
known as the ‘Latte-campaign’. During the 1980s, Arla launched a lifestyle 
campaign that eventually became one of the most important market innova-
tions in the Swedish dairy sector over the last decades, namely ‘Café au lait’ 
(coffee with milk). This was a lifestyle campaign for promoting the consump-
tion of milk amongst young adults by launching a cosmopolitan coffee shop 
lifestyle. This campaign became so successful that the initial French denomina-
tion ‘Café au lait’ found its own translated Swedish denomination, namely 
Latte.7 However, even though the campaign was indeed successful, it was not 
enough to deal with the stagnating demand. 

Thus, Arla started to seek to expand its business internationally by searching 
for new partners outside the country.8 In this case, efforts to merge with the 
Finnish company Valio failed but in 2000 Arla merged with the Danish dairy 
MD Food and became Arla Foods. Both cooperatives had a similar internal 
structure with regional divisions, one vote per member and a financial strategy 
based on (equity) capital inputs from members (Arla Foods Stadgar). 

After merging with MD Foods, the new Danish–Swedish cooperative has 
been engaged in joint ventures, mergers and acquisitions with a number of 
companies, for example AFISA, a joint venture together with the Argentine 
cooperative SanCor, a merger with the Danish cooperative Hellevad Omegns 
Andelsmejeri, and a joint venture with German Nordzücker, a strategic agree-
ment with Fonterra (Arla Foods Annual Reports 2000–2012). The expansion 
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of Arla Foods paid off by making the company the seventh largest in the world 
in 2018. 

However, as Arla Foods became a global player, the level of competition in 
Sweden rose, mainly because several international dairies entered the market. 
As a consequence, and as noted, Arla merged with Milko in 2011. Skåne-
mejerier, the Southern regional cooperative, was forced to expand, initially by 
engaging in a strategic cooperation with two newly emerging small-scale re-
gional dairies, i.e. Hjordnära and Skottorp, in order to gain from the benefits 
of their local brand. But this was not enough to sustain independency and 2011 
Skånemejerier was taken over by the French transnational Lactalis. 

De-collectivization and the re-emergence of farm-based dairies 
In the late 1970s and early 1980s, a new type of dairy started to emerge that 
undermined the collective movement. These new dairies were often owned by 
one or several farmers who were not members of traditional cooperatives (or 
who had recently left the organizations) and became freestanding actors. Thus, 
the process of de-collectivization commenced when farmers withdraw from 
the old cooperatives in favor of starting their own independent business, and 
the Swedish market became more diversified and heterogeneous. 

Farm-based dairy elaboration was the dominant feature of the dairy sector 
until the late nineteenth century, but in incremental steps, all farm-based ela-
boration of milk was replaced by industry-based production. The farm-based 
elaboration of dairy products only survived as a marginalized activity, mainly 
among goat farms and summer farms in the inland part of Northern Sweden 
(Rytkönen, 2017). 

There were two types of farm dairies. One kind consisted of a smaller num-
ber of dairies that elaborate milk, cultivated milk and other standardized pro-
ducts (hereafter referred to as milk and mixed dairies). The second category 
will be referred to as cheese dairies, and produced artisanal cheese, but also 
other traditional products, such as thick milk and whey butter. The latter cate-
gory has been studied in previous research (Rytkönen et al., 2013; Rytkönen, 
2016, 2017), while there is a lacuna of knowledge about the former. We will 
highlight these in the following two sections. 

Cheese dairies 
In most parts of Sweden, farm-based and small-scale elaboration of milk re-
emerged after 100 years of absence. But there is one noticeable exception, 
namely the Northern inland county Jämtland where goat farms with their own 
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farm-based production of cheese never disappeared completely. The Jämt-
landic experience played an important role in the re-emergence of small-scale 
dairy processing. One event played a key role in triggering the surge of farm 
dairies. In the late 1970s, the regional cooperative NNP (Nedre Norrlands Pro-
ducentförening) decided that it was not profitable to continue to collect and 
elaborate goat milk from members (there were 50 goat farms in the county).9 
At the time, the rationalization of agriculture and the depopulation of rural 
areas were more extreme in Jämtland than elsewhere, and the County Board 
Administration (CBA) suggested a general modernization of the production to 
prevent the closure of the remaining goat farms. 

This changed the production line, and goat farms commenced starting 
small-scale dairies, with modern equipment at their own farms in the late 
1970s. The success of the first farm dairies engaged other farmers to follow suit 
and CBA continued to support this transformation. For instance, CBA initi-
ated courses (on curdling, business knowledge and marketing), organized edu-
cational trips to other countries, constructed mobile dairies, which could be 
leased by farmers to facilitate the start of dairies, and they created a regional 
organization for promoting the elaboration of artisan food. This regional 
organization did in 2006 obtain the status as the national center for promoting 
artisan food, under the name of Eldrimner (Rytkönen, 2016). 

Eldrimner played a crucial role in increasing the number of small-scale 
dairies by offering knowledge and networks to potential dairies (Rytkönen et 
al., 2013). As shown in Chart 2, since 1978, on average 1–4 farm dairies were 
started annually, with two peak periods with new-founded dairies. The first 
occurred between 1994 and 1997 when 27 new farm dairies were founded, 
mostly as a consequence of Sweden entering the European Union. The other 
peak happened between 2004 and 2007 when 38 new farm dairies commenced 
business. This can be explained by the launch of the new governmental agri-
culture policy that supported general rural development activities rather than 
promoting the general growth of agricultural production. Besides these two 
changes, the growing number of small-scale dairies can mainly be explained by 
falling milk prices for farmers, thus making it more profitable  to produce  
cheeses for instance, than just selling the raw milk to cooperatives.  
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Chart 2. Number of cheese, milk and mixed dairies 1978–2011. 
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Note: In addition to the dairies in the chart, there are 13 dairies, which have been closed 
down either due to the closure of activities or due to bankruptcy (Bolagsregistret). * A few 
dairies sell both cheese and milk and are therefore accounted for as cheese and as milk as 
well as mixed dairies. Sources: Own calculation from eniro.se, allabolag.se, http://www. 
bolagsregistret.se, http://sverigesgardsmejerister.se/; Jordbruksverket. 2012. Marknads-
översikt livsmedelsindustrin, Rapport 2012:42. www.sjv.se. 

The origins of people starting farm dairies were different. In the pioneering 
group, many originated from Jämtland (but there are also examples from 
Hässleholm and Motala, for example) with a strong link to traditional small-
scale farmers seeking to develop their business. This changed over time, but 
initially a majority of them were women, some of them with university degrees, 
others with practice experience from many different occupations. The com-
mon denominator was that they regarded the dairy business as a lifestyle and 
were driven by motivational factors far beyond just making a profit. Amongst 
the new dairies there is also a number of farmers with cows (men or families) 
and the decision to expand the business into dairy was directly related to the 
falling market prices of milk and/or the inability to expand current operations 
due to lack of land, or no possibility to invest in the newest technology 
(Rytkönen, 2017). 

An additional underlying cause for starting farm dairies was the increased 
demand for local artisan food. According to farm dairy owners that have been 
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interviewed, there has been a dramatic shift in demand. In the late 1970s, 
artisan cheese consumers were in general senior citizens buying goat cheese as 
a token of childhood memories, while younger consumers regarded the cheese 
to be ‘dirty’ and ‘smelly’ and preferred industrial-produced and vacuum-
packed cheeses. This has changed considerably, and consumers have redis-
covered small-scale production. However, according to dairy producers, the 
process was slow, and the first step was that small-scale dairies sold a white 
cheese that was more like industrial cheese, then they started to produce French 
style cheeses and it was not until after consumers made the connection to 
French, imported cheeses that the domestic ones grew in popularity (inter-
views with farmers 2009, 2010, 2011, 2012, 2014 and 2017). 

There are other reasons for this change of preferences among consumers. 
One was the closure of Riksost10 in 1993 when the production of many dessert 
cheeses was terminated and created a market space for imported as well as new 
domestic products. There is also an international trend to rather buy domestic 
than foreign products and an increased interest in organic and more environ-
mental-friendly and locally produced food. All these driving forces combined 
changed the preferences for local artisan food in general and artisan cheese in 
particular. The changes were driven by intrinsic and extrinsic values, environ-
mental attributes, geographical, territorial and cultural values and not the least 
the desire to contribute to the local and rural development (Rytkönen et al., 
2018; Anthopoulou & Koutsou, 2014). 

Milk and mixed dairies 
Milk and mixed dairies are small-scale entities that process and sell standard-
ized dairy products, such as milk and yoghurt. Their main competitors are 
large industrial dairies, such as Arla, Skånemejerier and Norrmejerier. A few of 
the dairies were started early on, such as Falköpings mejeri (1931) and Grådö 
Mejeri11 (1953) but the production took off in the 1990s, and all of them are 
small-scale production. 

Table 3. Milk and mixed dairy upstarts 1983–2017 

 Year  Number of upstarts  New milk and mixed
13dairies12,

 1983  1  Östgöta Mjölk AB
 1992  1  Stiftelsen Järna Mejeri
 1996  1  Dalsspira Mejeri AB
 1998  1  Wapnö Gårdsmejeri
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13. PATTERNS OF COLLECTIVIZATION AND DE-COLLECTIVIZATION 

 2006  1  Emåmejeriet 
 2008  1  Sju gårdar 
 2009  2  Hjordnära14, Hjortsjö 

Gårdsmejeri 
 2011  1  Östgöta Mejeri 
 2013  2  Kjällsjö mejeri, 

Nöbbelövs gårdsmejeri 
 2014  2  Borgholms Kungsgård 
 2015  5  Stafva Gårdsmejeri15, 

Wermlands mejeri, 
DellenMejeriet, 
Gotlands mejeri16, 
Åre mejeri 

 2016  7  Arvikabygdens mejeri17, 
Gärdhems mejeri, 
Holmryds mejeri, 
Hälsingekossan, Vitaby 
Kyrkby Mejeri, Höga 
Kusten mejeri, 
Puttersjaus Lantbruk, 
Gäsene Mejeri18 

 2017  3  Furumossens 
gårdsmejeri, 
Sjundekvills gård, 
Smedsby Gårdsmejeri 

Sources: Own elaboration from Bolagsregistret, allabolag.se, hitta.se, google.se 

An important contextual reason for the start of the new milk and mixed dairies, 
in particular in the latest two decades, was the volatile milk prices. Real milk 
prices sank between 1986 and 2006 from 5.5 to 3 SEK and have since then 
shifted between 3 SEK and 3.5 SEK (Jordbruksverket, 2017). The lowest price 
quotation occurred in the middle of 2016 when it was down to 2.56 SEK. As 
noted, the volatile milk prices made it more economically viable to process the 
milk – and start farm-based dairies – than just selling raw milk to cooperatives. 

The main threshold for milk and mixed dairies entering successfully was to 
reach a large enough volume in production to cover the costs, and that was a 
major problem among the smaller dairies. For instance, Östgöta Mejeri, 
Gotlands Gårdsmejeri AB and Arvikabygdens gårdsmejeri were forced to close 
down only after a couple of years in business, mainly due to the inability to 
produce volumes large enough to generate a profit. An additional reason for 
the failure was that these businesses were started relatively early and the 
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demand for regional dairy products had not yet developed enough for making 
profits. 

In addition, another challenge for these new dairies was the noted general 
dairy crisis instigated by the volatile milk price. In 2015, Emåmejeriet launched 
a marketing campaign as a response to the low price paid to farmers, with the 
following slogan: ‘We milk cows, not Swedish farmers.’ The campaign was an 
immediate success and was heavily elevated by media and received support 
from the general public. Arla Foods regarded the message as pointed at them 
and therefore threatened to pursue a lawsuit against Emåmejeriet if the cam-
paign continued. The campaign was withdrawn, but the response by Arla 
Foods generated goodwill and positive publicity for Emåmejeriet.19 

Policy and the development of farm dairies 
In the late 1970s the first policies to support local farm dairies were launched 
by the County Board Administration (CBA) in Jämtland. The initial policies 
were isolated events caused by the agricultural and population crisis in Jämt-
land. The next qualitative shift in policies was the creation of the first regional 
center in 1995 to promote artisanal food, Matora. This was still a regional 
change within the framework of CBA’s operations in Jämtland, driven by two 
factors. First, the positive results obtained from initial investments in the goat 
milk sector since the late 1970s and second, in the early 1980s by the need to 
find alternatives for economically depressed regional farmers, facing additional 
threats of the upcoming European Union membership (Cornell, interview 
2010). The policy measures implemented in Jämtland, in particular the founda-
tion of Matora, eventually made an impact at the national level. These policies 
in particular enhanced the position for specialist cheese dairies, but dairies 
selling standardized products did not received the same kind of support. In that 
sense, milk and mixed dairies still struggled to survive. 

At the national level, it was not until in 2003 that the agricultural de-coupl-
ing reform20 became a policy measure to supported small-scale food produc-
tion. This new orientation of policy can be described as a shift from general 
agricultural development support to the focus on firms in specific geographical 
places (called ‘place-based firms’). This meant that local small-scale producers 
of food and rural development activities were promoted rather than just focus-
ing on general productivity gains and primary production (which focused on 
large-scale farmers) (Government document 2003/04:137 and SOU 2006:101). 
One important measure, launched by the government, was that the regional 
CBA financed organization Matora was, as noted, given the status as a national 
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centre for artisan food development (Eldrimner) and financed with national 
funds. 

Since the de-coupling reform, the Rural Development Progamme (CAP) 
has continued to support rural development, not the least through agriculture 
programmes,21 and has continued to partly promote ‘place-based firms’, such 
as farm dairies. The national initiative, which was of crucial importance, was 
the Swedish Culinary Country Programme (2007–2014) where local food and 
not least artisan food were actively promoted, although without any additional 
funding than the already existing Rural Development Funds. An important 
merit of this programme was that it boosted local food artisans by using them 
as important examples and inspiration for future rural development (Reger-
ingskansliet, 2008; Rytkönen, 2014). Since the autumn of 2014, however, parts 
of these policies have been downplayed, pending the formulation of a national 
food strategy, which was launched in January 2017 and where local/artisan 
food has become part of the programme (Regeringens proposition 2016/ 
17:104).  

Despite the fact that policies have slowly started to support small-scale dairy 
activities, the resistance to small-scale production continued, in particular from 
the older generation of public officials at the local, regional and national level, 
conventional farmers and elected representatives in most important farmer 
associations, where small-scale elaboration of food was described as ‘jam cook-
ing’ (Focus groups, 2013–2014). Many farm dairy owners even asserted discri-
mination from farmers’ trade associations but, as noted, the number of small-
scale dairies has still expanded (Rytkönen & Bonow, 2013).  

Crisis, industrial organization, institutions and agency  
– concluding remarks 

This chapter has concentrated on the development of the dairy industry in the 
Swedish context and it may be difficult to draw general international conclu-
sions. However, there are similarities in other Scandinavian countries (Espeli 
et al., 2006; Mordhorst, 2014) but also in other European countries. In Sweden, 
over the course of the twentieth century, the dairy market emerged as an orga-
nized industry. As a result of crises in the 1920s and early 1930s the cooperative 
form became the dominant type of organization within the industry. The 
cooperative movement, under the leadership of first SAL and later SMR, was 
important for the rationalization, centralization and modernization of the in-
dustry. The cooperative movement, in collaboration with the Agricultural 
Party, exerted successful lobbying and managed to create a beneficial political 
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environment. The aims and actions of the industry and institutional develop-
ment happened as an intertwined simultaneous process. Over time, the inter-
play between the industry and institutional changes led to a far-reaching pro-
cess of concentration where only a few dairies were able to survive. The changes 
in the 1930 – major institutional reforms – and in the 1990s – the inter-
nationalization of the Swedish dairy market – happened in the wake of crises, 
and measures for sustaining the agricultural sector 

During the late twentieth and the early twenty-first centuries, crises have 
been instrumental to industrial restructuring. As noted, the Swedish dairy 
market rate of concentration incrementally increased during the twentieth cen-
tury but in the last decade the number of corporations – in particular foreign 
multinational firms – grew from seven in 2006 to 26 in 2016. At the same time, 
as the dairy industry became more ‘professional’ and concentrated to trans-
national corporations, small-scale firms have emerged extensively on a regional 
basis. The emergence of small-scale dairies diversified the structure of the 
industry, and again, the development of these food artisans and small-scale 
milk and mixed dairies is a response to a different crisis. In particular, in recent 
years, it has become evident that these new entrepreneurs are carriers of change 
and able to gradually contribute to changes in the legislation and regulations 
concerning the control of their operations. In turn, this development of local 
farmers producing their own products has changed the demand among cus-
tomers and revived the survival possibilities among small-scale producers. 

1 Landsarkivet i Lund, https://www.archivesportaleurope.net/ead-display/-/ead/pl/aicode/SE-LLA/ 
type/fa/id/SE_SLASH_LLA_SLASH_30628_COLON_038. 
2 There are few exceptions, such as Martin Ragnar’s (2013) overview of the development of the dairy 
sector in Gotland at the regional level. 
3 During the first half of the twentieth century, the consumption of dairy products was on several 
occasions affected by rationing and regulations, not the least during the World War II in the early 
1940s. Already in 1923 the dairy industry started the trade association the Milk Propaganda, a lobby 
organization with the purpose of increasing milk consumption. The organixatoin produced graphic 
material that was distributed to the public and it also financed short films broadcasted in schools and 
at public events to convince the population about the wholesomeness of milk (Jönsson, 2005; Jönsson, 
2013). The consumption of milk did indeed grow over time and peaked in the 1970s but has thereafter 
decreased. There was also a steady increase in consumption of cheese, in particular after the 1970s 
(Sveriges officiella statistik, 1914-1957; Jordbruksverket, 2009). 
4 In 2000 Arla och MD Foods merged and formed MD Foods and then Arla Foods has expanded 
internationally by merging with other European cooperatives and by establishing joint ventures, 
subsidiaries, production and sales in many countries. The dominant position of Arla Foods in the 
Swedish market means that all challenges and benefits experienced by Arla Foods in the international 
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market also spill over on the Swedish market, not the least because the price paid to farmers is 
influenced by events on the international market. In 2012 Skånemejerier was taken over by the 
Lactalis Group. This also contributes to the internationalization of the Swedish dairy market. 
5 Since the late 1970s, small-scale private dairy firms have started to emerge, and this is described in 
sections 5.1 and 5.2. 
6 The triangular cardboard packaging based on the development of asepsis was first used at the dairy 
in Lund in 1952, but it took some years before it was widely adopted. Arla adopted the tetra brik and 
pure pak in 1963. 
7 Katarina Willers, Carl-Arne Samuelson – en plikttrogen problemlösare Vd 1984–1990. www.cfn.se. 
8 Prices were exceptionally low by the turn of this Millennium and the price rally experienced during 
the last years was nowhere in sight by that time. See, for example, The International Dairy Situation 
by the IDF or the publications from Rabobank. 
9 Due to the geographical features of Jämtland, goats have always been an important part of the dairy 
sector in the county, but since the number of goat farms had declined to 50 and thus the amount of 
goat milk collected reached a critically low level in the early 1980s, NNP decided to stop collecting 
the goat milk. 
10 Riksost was a dairy association started and owned by 20 dairies in 1938 under the name SMR’s 
Ostlagerförening. Riksost regulated the production of cheese in order to avoid over-production. 
Riksost bought cheese from its owners and also handled the storage and maturation of cheeses as well 
as the marketing and sales. When the Swedish market became deregulated in 1992, it was decided to 
close down Riksost and in 1993, the operations were closed down (Eriksson, 2004). 
11 Grådö Mejeri has had many owners over the years. It was first owned by Södra Dalarnas  
Mejeriförening, which later on merged with Vermlands Mejeri and formed Milko, which later on 
merged with Nedre Norrlands Producentförening and continued to be named Milko. Grådö 
remained as a subsidiary and as a separate production place. Between 2012 and 2014, Grådö was 
owned by KF (consumer’s cooperative association). Since 2014 Grådö Mejeri is part of Falköpings 
Mejeri. http://www.gradomejeri.se/om-mejeriet-33392227. 
12 This table does not include the increasing number of dairy farms that sell their milk on the farm 
using a milk automat. 
13 Our information about these dairies is limited and there are no previous studies to lean on, and we 
will therefore concentrate on highlighting the nature of competition and the challenges for these 
dairies through a few examples. 
14 Hjordnära was first started in 2005 as a joint venture between the Kjellander family and Arla, but 
it was closed down after a few months. It was then re-started in 2009 as a joint venture between 4 
local farms in Hjo and Skånemejerier. 
15 Stafva gårdsmejeri originally started with cheese production but the owners eventually also started 
to pack and sell its own milk and standardized products to local stores in 2015. 
16 Gotlands Gårdsmejeri AB went bankrupt in August 2017 due to lack of demand. In the words of 
the former owner: “we needed the Gotlandic market but apparently the market did not need us” 
http://www.helagotland.se/ekonomi/gotlands-gardsmejeri-begars-i-konkurs-14147662.aspx. 
17 This dairy was started in 2017 but went bankrupt in 2017 due to the lack of demand. 
http://www.atl.nu/lantbruk/mejeri-lagger-ner-efter-ett-ar/. 
18 Gäsene Mejeri. The dairy was started in February 1930, but it soon specialized in producing cheese. 
But in 2016 it re-started the production of milk and cream. Gäsene is also accounted for under 
industrial dairies, but the production of milk is of such small scale and initiated for the same reasons 
that the other small milk and mixed dairies that we decided to highlight its milk production in this 
table. 
19 https://www.dn.se/ekonomi/arla-hotar-stamma-smalandskt-mejeri/. 
20 This reform meant that production subsidies were exchanged for general farm subsidies in order 
to stop the surplus production, which caused disturbances in the international food market. 
21http://www.jordbruksverket.se/amnesomraden/landsbygdfiske/programochvisioner/landsbygdspr 
ogrammet20142020.4.7c4ce2e813deda4d30780004608.html, retrieved April 10 2018. 
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14. Both a Cooperative and Multinational 
– International Market Strategies of Danish–Swedish Arla MD 

MARCUS BOX, MIKAEL LÖNNBORG & PAULINA RYTKÖNEN 

This chapter studies the internationalization of the Swedish–Danish dairy 
corporation Arla. Production in the dairy industry is almost always conducted 
locally; dairy products are seldom exported. Yet, the industry is today truly 
global, dominated by large transnational corporations. Several of them are 
organized as cooperatives, which is a rare situation among multinationals. In 
some geographical markets, or in particular market areas, these transnationals 
– corporations as well as cooperatives – may compete fiercely, and their growth 
strategy is often to merge with or acquire local producers. However, these 
multinational firms also actively cooperate in other areas (e.g. in branding or 
distribution) or on other geographical markets. This may take the form of 
strategic alliances, such as joint ventures. Thus, coopetition – cooperation and 
competition – has been a common recent strategy. 

In an international perspective, the dairy industry came to consist of large 
cooperatives from the 1930s, strongly positioned in their respective national 
markets through alliances with national governments. Very few firms in dairy, 
with the exception of Nestlé, were truly global before the 1980s. The increasing 
rate of concentration via mergers, take-overs, closures, and new forms of stra-
tegic cooperation occurred simultaneously with the opening of new markets in 
the Middle East, Asia, and Brazil. This opened up new windows of opportu-
nities for dairy firms. Large firms, including cooperatives, expanded their ope-
rations into countries with lower production costs (for example, Argentina and 
Poland). The bargaining power within the sector has shifted from the industry 
to the retail sector as a result of the so-called retailization. 

Another reality – much related to the previous – is the ongoing and increas-
ing process of globalization or internationalization. The outcomes of globaliza-
tion imply an extensive industry rationalization and intensified competition at 
the local, regional and global levels. This pertains both to higher levels of 
foreign competition and to boost activities of mergers and acquisitions – within 
as well as across national borders. Changes in competitive conditions are con-
sidered to generate changes in business strategies and the behavior of national 
and transnational firms. Domestic firms, even if they do not compete on 
foreign markets, must often relate to this process. Firms acting on an inter-
national market are forced to diversify the scope of their business beyond their 
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current market (Wiersema & Bowen, 2008; Bowen et al., 2015). Additionally, 
each industry has its own conditions and characteristics that differ from other 
industries. Over time, industry-specific conditions are themselves subjected to 
transition and changes, industries and industry conditions evolve due to both 
endogenous and exogeneous changes. Behaviors and strategies – firm entry 
and exit, growth, expansion, diversification, and consolidation of both estab-
lished and new businesses – could therefore be viewed as highly context 
dependent. Analyses of changes in the strategy, conduct and behaviour of firms 
have therefore been considered to have the greatest potential to be carried out 
within the context of a specific industry (Klepper, 2002; McGahan & Porter, 
1997). 

The most important company in this study is Arla Foods (organized as a 
hybrid with both cooperative elements and limited liability) – from a northern-
European point of view, the most important company in the region and the 
largest producer of dairy products in Scandinavia. Arla Foods was created in 
2000 in a merger between Swedish Arla and Danish MD Foods. Arla is the 
seventh largest dairy company in the world, measured by annual turnover. 
Measured among dairy cooperatives, it is the third largest in the world. Arla 
has today expanded both within and outside the EU, and it has had a very 
expansive strategy, where China, Russia, the Middle East and Africa are con-
sidered to be growth markets. Arla is currently conducting investments to im-
prove the market shares in these areas. 

This chapter will discuss the internationalization of the Swedish dairy in-
dustry, in particular Arla, and address the issues of internationalization theory 
and how the expansion in this mostly local industry can be understood. 
However, this is a pilot study and, in the conclusion, we will discuss how the 
study will be extended in the future. 

The aim of this chapter and previous research 
In an international perspective, the dairy industry came to consist of large co-
operatives from the 1930s, strongly positioned in their respective national 
markets through the collaboration with national governments. Very few firms 
in the dairy industry, such as Nestlé, were truly global before the 1980s. The 
increasing rate of concentration via mergers, takeovers, closures, and new 
forms of strategic cooperation occurred simultaneously with the opening of 
new markets in the Middle East, Asia, and Brazil. This opened up new windows 
of opportunities for dairy firms. Large firms, including cooperatives, expanded 
their operations into countries with lower production costs (for example, 
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Argentina and Poland). The bargaining power within the sector has shifted 
from the industry to the retail sector as a result of the so-called retailization. 
Today, stockbrokers, day traders and speculators with a global coverage exert 
an increasing power over the industry. The distance between the cooperative 
management and members has increased, and many cooperatives have 
abandoned their traditional values and practices (Nilsson et al., 2012; Ebneth 
& Theuvsen, 2005). 

Currently, the industry is pulled in different directions and international 
price volatility has also become an important source of uncertainty. For 
instance, in 1987, prices could be forecasted quite accurately by studying the 
support systems of each country. In 1997, it became necessary to widen the 
scope as domestic supply and demand became more important for the market 
price. In 2007, prices had become related to events in other markets that were 
beyond or exogenous to the milk market. Some of these are oil prices, the 
development of ethanol (affecting the price of inputs such as maize or soy 
beans), the rise in land prices due to the market development of other agro-
food products, but also the increased importance of brokers and a rising num-
ber of financial instruments for dairy products and the emergence of trans-
national supermarket chains. The latter is something that has altered the power 
relations and the structure of the industry and political events during the last 
few decades, which can be exemplified by the crisis experienced by Arla in 2006 
due to Danish newspapers publishing pictures of the prophet Muhammed 
(Dobson & Wilcox, 2002; Hendrickson et al., 2001; Prenkert, 2013; Rytkönen, 
2013; Stephenson, 2007). 

This has been equally true for dairy firms in the Nordic, Baltic, and East-
European countries since the early 1990s – but in particular since the 2000s. 
For a long time, Denmark has been a global actor in the dairy industry but in 
Sweden, the dairy market changed significantly through the merger in 2000 
between Swedish Arla and Danish MD Foods. It changed even more when 
French Lactalis purchased Swedish Skånemejerier in 2012. Finnish Valio Oy 
has searched for alliances with partners outside Finland, mainly through 
licensing. Valio has also invested heavily in the exports of health-related niche 
products to neighbouring countries. For dairies in the Baltic countries, the 
point of departure is somewhat different. In recent times, Valio Oy and Arla 
Foods have expanded aggressively into the Estonian, Latvian and Polish mark-
ets. Estonian and Latvian companies experienced an enhanced competition 
and a reduced profitability pressure. The Polish dairy industry has experienced 
a large number of joint ventures with foreign enterprises. 
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In the former socialist states in the Baltic Rim, dairy firms are still affected 
by the transition to a market economy. In the case of Estonia, for example, this 
meant the disruption of production caused by the restitution of land to farm 
owners in 1940 (Pedersen et al., 1997). Linkages are not only confined in a 
‘West’ to ‘East’ direction where large multinationals such as Arla Foods, Valio, 
Danone, and others, build alliances or merge with or acquire local dairy pro-
ducers. A few other examples highlight these linkages and first and foremost 
concern exports (within the EU: ‘exits’) of dairy products from firms in the 
Baltic and East-European region. One of the currently largest dairy producers 
in Poland, Bakoma Sp. Z o. o., distributes dairy products to England, Ireland, 
Portugal, Slovakia, Hungary, Russia, Lithuania, Estonia and the United States. 
Founded in 1989, Bakoma is a former subsidiary of French Danone. It was 
previously listed on the Polish stock exchange, but has been privately owned 
since 2001. In Lithuania, AB Pieno Žvaigždės is the largest local milk pro-
cessing company with exports to several EU countries and Russia. Rooted in 
the 1970s, the company managed to survive the transition to a market eco-
nomy, and it is publicly listed (several minority shares are held by Swedish and 
Danish interests). Finally, the Estonian dairy firm Estover OÜ (founded in 
1992) is one of the largest dairy producers on the Estonian market, especially 
in cheese, with a current domestic market share of 40 per cent. Estover is fully 
based on Estonian capital and mainly exports to its neighbouring countries 
Russia, Finland, Latvia, and Lithuania, but also to Israel. Today there are 
around 130 dairy firms in the Baltic States, some of, which are small. Many 
deals, e.g. agreements, ownership, acquisitions and mergers between dairy pro-
ducers during the past 20 years have, in fact, been between local (Baltic) firms. 
This tendency is also evident for Poland.  

Overall, this short and admittedly incomplete description shows that both 
individual dairy firms and the industry in the Baltic Rim as a whole have gone 
through vast changes in the last three decades. Large, generalist dairy firms 
from the Nordic countries and Western Europe – both corporations and 
cooperatives – have expanded on new markets and have built alliances with 
each other in these new markets. The large firms have also merged with or 
acquired existing domestic firms. In the Baltic States and Poland (as well as in 
Russia), firms rooted in the socialist period have, since the early 1990s, dis-
appeared while some of them have survived – either as independent businesses 
or as subsidiaries to large multinationals. Finally, entirely new dairy firms, 
founded during the post-communist era, have been established in the Baltic 
Rim. These firms have managed to survive the increasing competition with 
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foreign multinationals in their domestic markets and they also export their 
products. 

The industry additionally reveals a dynamism in the sense that within each 
country in the Baltic Rim, local (national) dairy firms interlock with, merge 
with, or acquire other locally based dairy firms. Both private and cooperative 
dairy firms are involved in cooperation as well as takeovers. In addition, not 
only dairy firms enter and acquire minority and majority stakes in other dairy 
firms. Other investors increasingly move into the business, investing in dairy 
firms in the region.1 Thus, the strategies and conduct of other firms and insti-
tutions that do not have dairy as their core business, but which in reality parti-
cipate and affect the dairy industry in the Baltic Rim, are also of importance in 
understanding the development of the industry during the period of interest. 

In an important previous study on the inter-firm consolidation of dairy 
firms, Van der Krogt et al. (2007) explained the strategic choices of private and 
cooperative dairy firms through resource-based theory: firms can create addi-
tional value and gain additional resources, which are not available on the 
market but are possessed by other firms. A strategic alliance or a merger makes 
the resource available at a lower cost (Das et al., 2000). In their study of Euro-
pean cooperative behaviour between 1998 and 2002, Van der Krogt et al. (2007) 
find that the shortage and constraint of equity amongst cooperatives will lead 
them towards cooperation strategies, such as joint ventures and licensing, while 
privately owned companies (corporations) will prefer takeovers and/or share-
holding. The main strategies of cooperatives seem to be related to coping with 
different types of risk, e.g. relational risk and performance risks (normal busi-
ness risks). 

Without any doubt, the market structure for the dairy industry in the Baltic 
Sea Region has changed substantially ever since the fall of the Berlin wall. 
Available data indicates that the past 20 years show a general trend of a falling 
number of enterprises engaged in milk collection in the Baltic Rim countries. 
Table 1 shows that, from the mid-1990s to the present, the number of enter-
prises in several of the Baltic Rim economies has been reduced by two thirds. 
A similar pattern is evident for Finland and, to some extent, Denmark. Sweden 
is an exception, revealing an increasing number of milk collection enterprises. 
As for the Baltic States and Poland (data available from the early 2000s), the 
number of enterprises has in a similar way been reduced from the early 2000s. 
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Theoretical framework 
The theoretical framework of the chapter consists of a set of interrelated litera-
tures that are complementary. Most firms in modern economies are organized 
as investor-oriented firms (IOFs). Economic theory holds that IOFs are 
expected to generate and maximize profits to their residual claimants. Eco-
nomic organization via cooperatives is rarer. Yet, in some industries, such as 
the agri-business, they are common. While not assuming ex ante in this paper 
that the strategies and performance of cooperatives and IOFs will neither be 
similar nor different, we note that the nature of this market – with large trans-
national cooperatives and IOFs that compete/cooperate with large and smaller 
firms (and with each other) – forces us to consider this both empirically and 
theoretically. Cooperatives have clearly assumed governance and strategies 
similar to those of IOFs; the ongoing globalization of agribusinesses where 
cooperatives coexist with IOFs is considered as an important area of research 
(Chaddad & Cook, 2004; Gentzoglanis, 2007; Hansen, 2011; Karantininis & 
Nilsson, 2007). 

Standard economic theory normally views cooperatives as suboptimal in 
terms of profit (c.f. Alchian & Demsetz, 1972). Research on cooperatives in the 
agri-food sector maintains that this organizational form has proven to be 
highly viable. In markets where IOFs and cooperatives coexist, research shows 
cooperatives to be highly competitive and able to survive in the long term. 
Common perceptions have been that cooperatives in agribusiness do not maxi-
mize their behaviour, and do not seek the potential benefits from globalization. 
Hansen, among several others, disagrees: agri-food cooperatives operate under 
exactly the same commercial principles as IOFs – indeed, globalization is a 
driver for future profits regardless of organizational form, and cooperatives are 
robust in several areas: vertical integration, supply management, and trace-
ability give them a competitive advantage (Hansen 2009:11, 2011; Notta & 
Vlachvei, 2007). 

The literature on internationalization is vast (c.f. Dunning, 2010; Dunning 
& Lundan, 2008; Hellman, 1996). Early, Aharoni (1966) and Hymer 
(1976:1960) developed frameworks for studying foreign direct investments 
(FDI) and international business. The Eclectic Paradigm (the OLI paradigm; 
“ownership-, location- and internationalization-advantages”) has been further 
suggested by Dunning with a framework similar to that of FDI theory, but with 
the addition of locational factors (Dunning, 1980); his taxonomy focuses on 
how new institutional arrangements can favor or disrupt a particular location. 
It is not a completely consistent theory but contributes with a framework of the 
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processes behind globalization: the paradigm is best viewed as a context for 
analyzing (highly rational) determinants of international production and less 
as a predictive theory of the multinational business per se (Dunning, 2010). 

Dunning’s (2010) approach also sheds some light on the relative costs and 
benefits of internalizing rather than using the market. The focus on the inter-
action between ownership structures, location and internalization is highly 
relevant in order to understand processes of the transnationalization of dairy 
companies. 

Similarly, the Uppsala internationalization model (Johanson & Vahlne, 
1977) establishes that firms internationalize via an incremental process. 
Initially, firms export or become established on nearby geographical markets; 
physical distance to a potentially new market is essential. In the light of globali-
zation, Johanson & Vahlne (2009) have further developed the model, focusing 
more on in- and outsidership and business networks. Internationalization is 
the outcome of competition for market positions; networks are today often 
borderless and country-specific factors become less relevant. Johanson & 
Vahlne (2009:1427) suggest that extended longitudinal studies would add to 
the understanding of this new model. Recent research developments and 
models in the internationalization literature have, additionally, focused on 
other aspects of strategy and learning as a process: under globalization, firms 
may have increasingly learnt to manage and increase the performance of both 
international alliances (Hoang & Rothaermel, 2005) and M&As (Nadolska & 
Barkema, 2007). One problem with these types of models has been that ex post-
testings suggest that all these models have some explanatory power. Therefore, 
we believe that other frameworks can complement this literature. 

Even if one strand within the internationalization literature specifically 
focuses on smaller and younger firms (e.g. “Born Globals”; see for example 
Madsen & Servais, 1997), it often relates to large businesses. The strategic 
management literature offers one promising avenue for analyzing several dif-
ferent firm strategies, barriers and opportunities in an industry. The concept of 
strategic groups is defined as firms in an industry that follow similar strategies. 
An industry is therefore heterogeneous with respect to its members: in an 
industry, firms within a particular strategic group face conditions that are 
different from those in other groups. These conditions will lead to a similar 
performance and behaviour for firms within a strategic group. It will also lead 
to differences across strategic groups (Hoskisson, 1999; McNamara et al., 
2003). Strategic groups are believed to safeguard firms in a particular group 
from the entry of members of another group. Caves & Porter (1977) and Porter 
(1979) developed the concept of mobility barriers: economies of scale, develop-
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ed networks of distribution, differentiation in products, R&D resources, etc., 
represent mobility barriers. Thus, at a specific point in time or during a certain 
period, firms in different strategic groups rarely compete directly – at least not 
in the short run. A firm seldom migrates to another group; large generalist 
firms seldom turn into (smaller) specialized firms and (even if there are 
exceptions), the latter rarely grow into large generalists. Large generalist firms 
generally grow via M&As and, in several cases, through internationalization. 
Smaller or domestic firms use other strategies; exports, rather than direct entry, 
is more commonplace. 

The standard assumption in economic theory is one of homogeneity: firms 
in a particular industry only differ with respect to their market shares. Empi-
rical industrial economists, however, regularly distinguish large (macro) firms 
from smaller (micro) firms (e.g. Tremblay et al., 2005). Organizational 
ecologists hold a similar view, where firms in different groups seldom compete 
directly for the same resources, at least not in the short run (Carroll & 
Swaminathan, 2000). 

Furthermore, the strategic alliance literature can contribute to the theo-
retical approach. Strategic alliances are partnerships with the aim of achieving 
strategically significant objectives – such as acquiring technology, accessing 
specific markets, reducing financial or political risk, or achieving or guarantee-
ing the competitive advantage. This phenomenon is often considered as market 
collusion (Elmuti & Kathawala, 2001). While two or more businesses may 
compete directly either in a particular market segment or on a particular (geo-
graphical) market, they may ally in others. Alliances can take many forms but 
essentially partners should be free to exit (conceptually excluding mergers and 
acquisitions from the definition; Murray and Mahon, 1993). Alliances have 
become increasingly common in the last few decades. Past empirical results 
indicate that more than half of all strategic alliances fail (Park & Ungson, 2001). 
While this does not imply that ‘rational’ taxonomies of intra- or cross-border 
strategies of firms are not useful as conceptual and theoretical frameworks (c.f. 
Dunning, 1980; Johanson & Vahlne, 2009), it does suggest that the perform-
ance outcomes from alliances may vary across time. Depending on the time 
frame, diverging results may therefore appear. 

Finally, there is a recently increasing development of the literature on 
coopetition. In several instances, this concept relates to the above literature. 
However, cooperation is not necessarily regarded as collusion – rather, part-
ners, customers, as well as the market may benefit from coopetition. Coopeti-
tion is therefore context-specific. Since the early 2000s, national and transna-
tional coopetition are increasing in importance for firms (Gnyawali & Park, 
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2011; Walley, 2007), also in the dairy industry: in their multiple-case study of 
coopetition in different industries, Bengtsson and Kock (2000) specifically 
draw on the dairy industry in Finland in, which the largest dairy producers 
(including Swedish–Danish Arla Foods) to varying degrees cooperate in 
several areas such as distribution, storage, and marketing. At the same time, 
they fiercely compete on the retail market. The very process of coopetition 
suggests that the competitive and cooperative parts of a coopetitive relationship 
should perhaps not be divided between actors (firms) but, rather, between 
activities. Coopetition is a dynamic relationship: coopetition between firms – 
or activities – can transform, change, disappear and re-appear (Bengtsson et 
al., 2010). The research on how coopetition affects firm performance in terms 
of benefits, costs and survival is limited. Much of the economic policy of these 
days supports competition, despite the fact that recent research suggests that 
coopetition is becoming more common. Therefore, there is reason to carry out 
empirical research on coopetition at the firm, the industry as well as the market 
level (Bengtsson et al., 2010; Walley, 2007). 

The case of Arla 
Arla in the early days – expansionism before globalization 

The story of Arla has been characterized by expansionism since its early days 
and it also reflects the history of the dairy sector in Sweden and therefore fol-
lows the same development phases as the industry, namely (1) organization of 
the trade, (2) regional consolidation, (3) national expansion, and (4) inter-
nationalization. The first phase grasps the organization of the trade following 
the international dairy crisis in the early twentieth century. During this phase, 
dairies were organized into regional entities and a national industry associa-
tion, namely the Swedish National Dairy Association (SMR). The initial role of 
SMR was to negotiate with the government, but also to contribute to the self-
imposed rationalization of the trade following the 1932 agreement between the 
farmers’ association and the state. The role of the regional organizations was to 
be instrumental and implement the rationalization of the industry. 

For Arla, the story starts with the foundation of Lantmännens Mjölkförsälj-
nings-förening (without personal liability), later on renamed MjölkCentralen 
in 1927 and again renamed Arla in 1975. MjölkCentralen was the regional 
entity for the Stockholm area, but the difference between MjölkCentralen and 
other regional dairy organizations was that MjölkCentralen soon started to 
expand outside of its region, gaining presence in some of the most populated 
markets in Sweden. The purpose of this cooperative was initially to bring order 
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into the expanding milk market in Stockholm. Rapidly, the cooperative 
expanded geographically by taking over or merging with other dairies. The first 
wave of expansion was directed towards the Stockholm area and after that it 
took control over the supply in Östergötland by purchasing or merging with 
the existing dairies. The purpose of the expansion was to satisfy the growing 
demand on the Stockholm market. In Östergötland, a large-scale structural 
rationalization with mergers and acquisitions started to accelerate in 1938 
(Rudeberg, 1945). By 1957, MjölkCentralen dominated the market in Öster-
götland and there were no independent dairies left. 

The consolidation of MjölkCentralen was pushed forward as SMR appoint-
ed a committee of experts on September 1 1959 to study the future organization 
of the Swedish dairy sector. The main reason was that the initial process of 
consolidation had been completed and the regional organizations started to 
lose importance. The committee presented its conclusions in April 1965 
(Mejeriindustrins regionala områdesindelning, Anon. 1965). The report argued 
that the most efficient solution was to divide dairy Sweden into five regions: 
South, West, East, Lower Norrland and Upper Norrland, where only five 
dairies were to exist in the future. 

MjölkCentralen started to plan and concretized some of the mergers already 
before SMR made the plans for the national division in 1965. In 1962, Mjölk-
Centralen took over NEN’s dairy retail firm in Stockholm and merged with 
several dairies in Skaraborgs county beginning already in 1960. It is important 
to state that MjölkCentralen had already been engaged in takeovers and 
mergers with local dairies from its very start and it had expanded outside 
Stockholm at an early stage. The main reason was the growing demand in the 
Stockholm market (Rudeberg, 1945) and the inability of local farms and firms 
to fill the demand gap (Lindorm, 1955). 

A merger between Arla, Ölandsmejerier and Gefleortens Mejeriförening 
was initiated in 1991. The process with Ölandsmejerier initially went as plan-
ned; however, the government (the previous competition authority) dissolved 
the merger and Gefleortens Mejeriförening was re-instated. The argument was 
the dominant market position of Arla and that further concentration could 
distort the domestic market. This outcome ended Arla’s possibilities – at least 
for a few years – to expand on the national market. In addition, already in 1978, 
SMR had abandoned its idea of a dairy monopoly, meaning that Arla did no 
longer have the possibility to continue its growth strategy within Sweden. Thus, 
already at this point, there was an incentive for expansion abroad. 

The latest mergers at the national level were conducted in 2011 and 2012. 
First, Arla Foods acquired the cheese producer Boxholm Ost AB, which also to 
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put an end to the attempts of Skånemejerier to expand northwards. Second, 
Skånemejerier was in 2011 acquired by the French TNC Lactalis, which raised 
the level of competition in Sweden. In the following year, Arla Foods more or 
less forced Milko into a merger,2 thereby eliminating the largest national 
competitor and efficiently stopping the expansion plans of Skånemejerier.  

Arla foods – a process of global expansion 
The global expansion of Arla coincides with several events at the national level. 
First, the domestic milk consumption stagnated, which led to the realization 
that it was necessary to find new markets. Some market innovation was done 
through the launch of a new lifestyle marketing campaign that boosted the 
consumption of latte amongst Swedish adults in 1985 (the Café au lait cam-
paign). This was a success but not enough to absorb the upcoming surplus 
supply. Second, and as noted, the government made it clear to Arla that growth 
through domestic mergers was not a viable option. Third, the price regulations 
of and the subsidies to the dairy sector were gradually dissolved. Already in the 
1960s did the productivity gains at a global level keep prices at a low level 
(Rytkönen, 2013a:19–40). In the 1980s, the inefficiency of the agricultural 
sector and the political rationale of agricultural regulations became political 
debates (Bohlin et al., 1985). This ended with the abolishment of the agricul-
tural regulations in 1991 (Lindberg 2008: 29–54). The institutional deregu-
lation coincided with the Swedish EU-membership in 1995, which ironically 
led to a re-regulation of the agricultural sector. However, the EU regulations – 
for instance setting production quotas in every member state – also removed 
the trade barriers and the toll for transporting milk within the union. This was 
the fourth and most important incentive and enabler for Arla to expand inter-
nationally.  

But since Arla lacked the infrastructure and the financial resources to 
become a global player, a suitable partner was crucial for realizing the plans. 
The general idea was to create a Scandinavian cooperative, or as stated in Arla’s 
annual report in 1989: ‘The dream of a large Nordic dairy company was brought 
about’. As a backdrop, it should be mentioned that the dairy sectors in the 
Nordic countries had been concentrated to one major cooperative on each 
market. In Sweden Arla, in Norway Tine, in Finland Valio, and in Denmark 
Mejeriselskapet Danmark (later on MD Foods). Arla commenced merger 
negations with Finnish Valio, (which failed) and later  on with Danish MD 
Foods. This led to the merger between Arla and MD Foods in 2000. Both Arla 
and MD Foods had a similar internal structure with regional divisions, one vote 

333 



 

 
  

 
 

    
 

   
  

 
  

 
    

 
  

 
 
 

 

  

  
   

     

  
 

 
 
 

BEYOND BORDERS 

per member and a financial strategy based on (equity) capital inputs from 
members (Arla Foods Statues). The most important driving force behind the 
merger for Arla was that MD Foods had almost a century of experience of 
international business. Thus, the main motives of the merger were to gain 
financial capability and experiences of conducting international businesses. 
Until this point, Arla had occasionally exported dairy products, but it was 
imperative to become better equipped in order to internationalize successfully. 

Arla Foods has followed two different routes in the international expansion, 
First, through mergers with European (first degree3) cooperatives as a consis-
tent strategy of gaining a strong base in the European market and getting access 
to international market channels. This expansion has included cooperatives in 
Germany, Belgium, the Netherlands, Luxembourg, and the United Kingdom. 
Second, access to strategic assets is mainly achieved through various types of 
agreements and joint ventures. One such example is AFISA, a joint venture 
initiated together with the Argentine cooperative SanCor, which was under-
taken in order to obtain both a position within the Mercosur market area, but 
also to access cheap milk powder and ingredients to be exported to the Middle 
East. One example is Brazil. Already in 1986 did Arla commence a 50/50 joint 
venture with the domestic company Vigor and that cooperation was further 
extended in 2014 when Arla acquired shares in the mother company. A similar 
arrangement has been development in China with the company Mengniu. 
Another example is a strategic agreement of market cooperation with Fonterra 
for the Latin American market (Arla Foods, AR 2001–2015).  

In fact, by searching in the database Zephyr, a search through the name of 
Arla Foods yields information on 25 M&A, of which at least half are acquisi-
tions and the rest in some way reflect mergers or strategic collaboration 
(Zephyr search, 2018). Through the home page of Arla, a few of the total num-
ber of transactions, mergers and acquisitions can be followed: 

 1992: Arla takes a stake in the Copenhagen-based dairy, Enigheden, 
owned by Kløver Mælk of Denmark. 

 Partnership Arla’s subsidiary and MD Foods in Finland – later on 
expanding acquiring Ingman.  

 MD Foods has prior to the merger 2000 exported to the Netherlands, 
Belgium, Iceland, Greenland, Faroe Islands, Italy, Spain, Greece, 
entire Eastern Europe, Lebanon, United Arab Emirates, Kazakhstan, 
Egypt, Libya, Yemen, Russia, Argentina, Dominican Republic, South 
Korea, Bangladesh, Pakistan, India and South-east Asia (in particular 
Japan), subsidiaries in Norway, Estonia (Arla’s subsidiary), France, 

334 



 

 

 

 

 
  

 

 
 

  

 

 

14. BOTH A COOPERATIVE AND MULTINATIONAL 

Saudi-Arabia, United Kingdom, Germany, and joint-ventures in the 
United States (White Clover Dairy), Canada (Amalgamated Daires 
Ltd), Brazil (under the name Danvigor), Argentina, and United King-
dom (with Fonterra from New Zealand).  

 Joint-venture Lindals Dairy in Poland between MD Foods and Skåne-
mejerier (commenced 1997). 

 The crucial merger between Arla and MD Foods in 2000 and the crea-
tion of Arla Foods with the following divisions; Sweden, Denmark, 
UK, Europe, Overseas, Arla Foods Ingredients, Products, and Mem-
bers. 

 2000 subsidiary in Estonia, closed down in 2001. 
 2000 joint-venture Arla Foods Hellas in Greece. 
 In 2001 Arla Foods and Argentinean SanCor initiate a joint venture, 

AFISA to produce milk powder and ingredients to the Middle East. 
 2004 Arla acquired the National Cheese Company, Canada, thus 

gaining access to the entire Canadian cheese market. 
 2004 Arla initiated a strategic partnership with Mengniu Company 

(China) to produce milk powder for the Chinese market. 
 2005 Arla acquired companies in Qatar, Kuwait and Lebanon as a way 

of targeting the Middle East market. 
 2006 acquisition of the White Clover dairy in Wisconsin (United 

States). The purpose was to expand into the American cheese market. 
 2006 the Tholstrup Cheese company was acquired, adding the 

Castello brand to Arla. 
 2006 acquisition of the Finnish dairy Ingman Foods Oy. 
 2007 merger between Arla and Express Dairies in the UK. This merger 

leads to the largest dairy supplier in the UK, Arla Foods UK plc. 
 2007. New joint venture with Artis (Russia). The new company was 

named Arla Foods Artis LCC. 
 2008 major parts of the financial operations are moved to Gdansk, 

Poland. 
 2009 Arla acquired Friesland Fresh Foods in Nijkerk (Netherlands). 

The company’s name was changed to Arla Foods BV. 
 2010 a joint venture is announced with Westbury Dairies Ltd (with 

Arla Foods UK). 
 2011 Arla and Hansa-Milch eG (Germany) merge and thereby an 

additional 670 German farmers became cooperative owners of Arla 
Foods. 
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 2011 EU’s competition authorities gave the go-ahead for Arla Foods’ 
acquisition of Allgäuland-Käsereien in Southern Germany. 

 2012 two new large mergers were completed with Milch-union 
Hocheifel MUH (Germany) and British Milk Link. The mergers 
meant that Arla Foods grew from 8,024 cooperative owners in Den-
mark, Sweden and Germany to 12,300 cooperative owners in Den-
mark, Sweden, Germany, Belgium, Luxembourg and the United 
Kingdom. 

 2012 Arla signed agreements with China’s leading dairy company 
China Mengniu Dairy Company Ltd. and with the leading food and 
beverage company in China, COFCO Corporation. 

 2014 the Russian business is put on hold in the wake of the inter-
national embargo on Russia. 

 2016 Arla launched a new executive management team built around 
specific functional areas and with commercial markets organized in 
two geographical areas; Europe and International. The aim was to 
build one global supply chain organization and no longer expand 
through mergers, but through organic growth. 

 2018 acquisition of the remaining 50 per cent share of Arla Ingredients 
in Argentina. 

 2019 acquired cheese production facilities in Bahrain. 

In 2019, Arla is, as noted, was divided into two major divisions, Europe and 
International. In Europe, the largest market – measured in turnover – is the 
United Kingdom with 36 per cent of the portfolio. Sweden and Denmark to-
gether have almost the same amount, and Germany about 17 per cent. The 
region consisting of Belgium, the Netherlands and France and, finally, Finland 
only have 5 per cent each. The international division is dominated by the 
regions Middle East and Northern Africa with altogether 35 per cent of the 
turnover. The rather wide region ‘rest of the world’ has more than one fourth 
of the portfolio. North America stands for 14 per cent, South-East Asia and 
China each have about 10 per cent, and finally West Africa’s (of particular 
importance, Nigeria) share is about 7 per cent (Arla AR, 2019). 

In short, Arla used different expansion strategies on different markets. In 
Western Europe, it acted as a producer’s cooperative, making farmers on new 
markets co-owners. However, on other markets it used coopetition measures 
(both collaboration and competition), normally through the cooperation with 
other dairy corporations, as a means of expansion. And, in other cases, it con-
ducted itself as ‘normal’ multinational corporations and created subsidiaries. 
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Thus, the example of Arla Foods shows signs of a classical pattern of inter-
nationalization but also a pattern that exploits the advantages of being a 
cooperative and merging with similar organizations in Western Europe. 

Conclusion 
This chapter is the first attempt to look more closely at the internationalization 
of the dairy industry. In the future, the intention is to expand the focus on this 
sector from a world-wide perspective but with a specific attention on Northern 
Europe from the 1980s to 2020. The intention is to study the strategy, conduct 
and performance of firms in the dairy industry using both case study metho-
dologies and quantitatively oriented research strategies. An important purpose 
of having a Baltic and Scandinavian perspective is to shed some light on the 
impact of economic integration and competition in the Baltic Sea region after 
the fall of the socialist regimes. There are several interesting issues that will be 
further investigated in the future. 

First, compared to other industrial sectors and the financial sector, the dairy 
industry is by nature a local business. The production, distribution and sales of 
dairy products have, with some major exceptions such as, for instance, French 
cheeses and Italian Parmesan, historically been concentrated to a domestic 
market. In other words, production in the dairy industry is almost always con-
ducted locally and dairy products are traditionally seldom exported. However, 
this has changed considerably, and the industry is today global, dominated by 
large multinational corporations and this change of strategy is something that 
happened in the last three decades and coincided with the fall of the socialist 
economies in Eastern Europe (Olsson et al., 2019). In addition, compared to 
other industries, the internationalization of the dairy industry is a rather new 
phenomenon and closely connected to major economic and political changes 
that have occurred since the fall of the Berlin Wall.  

Another issue is that several of these transnationals are organized as coope-
ratives and they are, in other words, owned by their customers. However, to 
some extent, and on specific foreign markets, they have acted as traditional 
multinational corporations. In addition, in many cases, there exist hybrid 
organizations, meaning that cooperatives have daughter companies that are 
organized as joint-stock companies. From this perspective, it is very interesting 
to learn more about the strategy and how these corporations are organized, and 
if there are any differences in the strategies on domestic and foreign markets. 
In the case of Arla, the company has been using different strategies on different 
markets. Mergers with cooperatives in countries like Germany, the United 

337 



 

   
 

 

 
  
   

     

  
 

   
 

 
 

 

 

   
 

 

 
 

   

  

 
  

     

 
 

BEYOND BORDERS 

Kingdom, the Netherlands and Belgium have rendered an expansion of the 
cooperative and made farmers in these markets owners of the company, while 
in other countries the expansion has not entailed transferring ownership at all, 
and corresponds more to traditional behaviour among multinationals. 

Third, the transnational dairy corporations have been using different busi-
ness strategies on different markets. In some geographical markets, or in parti-
cular market areas, these transnationals – corporations as well as cooperatives 
– may compete fiercely, and their growth strategy is often to merge with or 
acquire local producers in Eastern Europe and in the Baltics. However, the 
transnationals also actively cooperate in other areas (e.g. through common 
branding or distribution) on other geographical markets. This may take the 
form of strategic alliances, such as joint ventures, but also emerge through 
other kinds of collaboration on specific markets. Thus, coopetition – simul-
taneous cooperation and competition – has been a common recent strategy 
among the dairy multinationals and has created unique patterns of interna-
tionalization. Naturally, different forms of collaborations have been shown 
among traditional multinationals, but the dairy industry still shows unique 
features, maybe caused by the local character of its products. 

In addition, as noted, an important part of the internationalization of the 
dairy industry has taken place through mergers and acquisitions, in some cases 
through providing ownership to local farmers, and in some cases through 
buying local firms, and in others through collaboration. This complex strategy 
of both acting as cooperatives and profit-seeking organizations is very interest-
ing and studies of this strategy can further give us insights into an inter-
nationalization process that may create problems with the corporate govern-
ance for the dairy multinationals, or maybe be a solution for creating sustain-
ability in international organizations. In addition, future research will look 
more closely at the activities of M&A in the dairy industry from a worldwide 
perspective to investigate whether these activities can give us some additional 
knowledge about the strategies behind the internationalization of the dairy 
industry, but also contribute to merger theory.  

In this chapter, we have mainly discussed the Swedish–Danish Arla but the 
intention is to include a wider geographical area, in particular the Baltic Sea 
region. In the case of Arla, the company has expanded into the Baltics through 
different business forms. Linkages are, however, not only confined to a ‘West’ 
to ‘East’ direction where large multinationals form alliances or take over local 
producers. Several Baltic and Polish dairy firms (privately owned as well as 
cooperatives, rooted in both the socialist and post-socialist era) compete and 
export their products both outside and inside the EU. Since the 1990s, some 
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have failed while others have managed to survive and grow. The entry-exit 
behaviour, strategy and performance of these local firms are of equal import-
ance and can give us some insights into the international integration within the 
dairy industry, but also the actual integration of the ‘West’ and ‘East’ parts of 
the Baltic Rim. 

Considering these major different features of the dairy industry, as com-
pared to other businesses, previous theoretical insights must be questioned, 
and we will discuss a wide variety of different theories in the field of FDI and 
international trade to be able to explain the internationalization of the dairy 
industry. In this chapter, the case of the Swedish–Danish Arla Foods gives us 
evidence that many of the mentioned complex issues about internationali-
zation in the dairy industry have been present and expanding the study to 
additional corporations and markets can hopefully give us an opportunity to 
better explain the internationalization of the dairy industry in the northern part 
of Europe. 

1 For example, East Capital Asset Management AB, a privately-owned investment manager in Sweden 
that manages equity and alternative mutual funds, specializing in Eastern European markets, has in 
recent years acquired several shares in Latvian AB Pieno Žvaigždės (Acuner, 2002:125, Zephyr 
Database, February 20 2015). 
2 Arla Foods aggressively offered farmers much higher milk prices than Milko could offer if they took 
the decision to merge with Arla Foods. 
3 A first-degree cooperative is owned by individual farmers with the principle of one farmer, one vote, 
and in this type of cooperative, corporate power is quite strong, while the power of ownership is 
diluted by the numbers. In contrast, a second-degree cooperative is owned by a number of first-
degree cooperatives and thus the number of owners is smaller. Thus, the power in such cooperatives 
is always in the hands of the owners. 
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15. Cooperative Finance in Tanzania: 
The Case of Savings and Credit Cooperative Societies (SACCOS) 

KITALA CHRISTIAN TOBIAS MALAMSHA & GRACE NGIWIRI MALEKO 

Cooperative finance refers to the management of money and other assets 
handled by cooperative financial institutions. The financial cooperative institu-
tions include cooperative banks, credit unions, Savings and Credit Cooperative 
Societies (hereafter SACCOS) and pre cooperative groups. Some of these 
institutions were formed in Tanzania even before the independence in 1961, 
for instance the Tanganyika Ismailia Credit Co-operative Society Ltd (Dar es 
Salaam), the Moshi Ismailia Credit Co-operative Society Ltd and the Mwanza 
Credit Co-operative Society. All these were registered in 1938 except the 
Dodoma Ismailia Credit Co-operative Society Ltd licensed in 1946 and 
consisting of individuals from the Indian ethnic community. The first credit 
union was Kiyanga based in Dar es Salaam and registered in 1962. Those 
cooperative credit societies were dealing more with loan provision rather than 
with savings. The SACCOS that were formed later on in Tanzania included 
credit provision as well as saving services (Seimu, 2015). 

The inspiration for, in particular, institutionalizing smaller credit institutes 
in Tanzania occurred when Bishop Laurian Rugambwa visited Michigan 
Credit Unions in the late 1950s and acquired know-how about financial insti-
tutions that operated differently than commercial banks, in particular with 
smaller credit volumes. However, the financial institution of SACCOS was 
initially introduced in Tanzania in 1960 by Christian missionaries connected 
to the Nyegezi Social Training Centre (Dublin, 1978: cited by Kaleshu, 2006). 
After the independence of Tanganyika (now Tanzania mainland) in 1961, 
three SACCOS were operating in the country, and by the end of 2015, 4093 
SACCOS and 2 Co-operative Banks were licensed, which demonstrates the 
significant development of these kinds of financial institutions.  

The existence of these cooperative financial institutions has an important 
role to play for developing the economy of Tanzania, but they were also 
required to embrace the stipulated policy objectives, which are the following: 
enhancement of outreach, underpinning sustainability, and assisting more 
directly in developing individual enterprises and supporting the general 
improvement of the welfare situation. Each and every cooperative financial 
institution should attain the four objectives concurrently, and this has under-
lined the so-called theorem of square attainment. To achieve these objectives 
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simultaneously, it is vital to explore and understand how SACCOS contribute 
to the community and find measures if these financial institutions reach all 
these four objectives. This chapter analyses the contributions of SACCOS, and 
the main objective is to delineate the implementation and attainment of these 
policy objectives. In particular, the chapter will evaluate the implementation of 
SACCOS’s objectives for outreach, sustainability, and contribution to business 
enterprises, and improvements of welfare. 

Outreach – or the extent of reaching out to find new customers or supplying 
new services – is the social value of services offered by, for instance, Micro 
Finance Institutes (MFI); however, other financial institutes have contributed 
to this outreach. The literature indicates that there are six aspects of measuring 
outreach, namely depth, the worth to users, the cost to users, breadth, length 
and scope (Navajas et al., 2000; Zeller et al., 2000; Sergio et al., 2000; Kitala & 
Mosha, 2009; Kitala, 2014). The depth of outreach refers to: ‘the value the 
society attaches to the net gain from the use of micro finance by a given borrower’ 
(Navajas et al., 2000). This measure is used to identify poor clients, defined as 
clients denied credit access from formal financial institutions since they are 
considered to have a limited repayment capacity (Kereta, 2007). According to 
Navajas et al. (2000), the value of outreach for users refers to how much a bor-
rower is willing to pay for a loan, and the cost of outreach to the user refers to 
the borrowers’ total cost for receiving the loan. These costs consist of interest 
rates and amortization (or repayment rate), which are revenues to lenders; 
however, other costs relate to transaction costs, such as expenses for documents 
and taxes, transportation and food (getting to the office and both attaining but 
also repaying the loan), and so on (Navajas et al., 2000). The breadth of 
outreach is the number of users, and the length of outreach is the time frame 
in, which a microfinance organization supplies loans. The scope of outreach is 
the number of types of financial services offered by a microfinance organi-
zation (Navajas et al., 2000). 

The sustainability of SACCOS is normally defined as the persistence (sur-
vival) and capacity of society to deliver services/benefits to its members (despite 
unexpected difficulties) for accomplishing its purpose (Sergio et al., 2000). To 
achieve sustainability, MFIs need to ensure that the cost of providing services 
is kept reasonably low but is still covered by income earned through interest 
rates and fees on loans (Mbeiyererwa, 2000). Alternative measures have been 
used in this chapter to assess the financial sustainability of SACCOS. Opera-
tional sustainability examination, as a component of financial sustainability 
measurement, revealed that SACCOS as an industry is measured by return on 
asset (ROA) and return on equity (ROE) (Kereta, 2007). The chapter measured 
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15. COOPERATIVE FINANCE IN TANZANIA 

the size of the common bond, entry fee, repayment rate, auditing frequencies, 
dividend payment, return on equity (ROE), return on capital/investment 
(ROC), and profitability ratio. In addition, return on assets (ROA), number of 
members per employee, number of board members and number of members 
of supervisory committees (Ledgerwood, 2000; Navanjas et al., 2000; Kereta, 
2006; Kitala and Kayunze, 2014) were also used as measurements. 

As stated by the finance literature (see for instance, Mishkin, 2016), business 
enterprises normally require services from financial institutions, in particular 
if the companies are small or newly founded. The role of credit is to bridge the 
gap between the financial capacity of the enterprise’s owner and the company’s 
actual need for capital to be functional. According to Aryeetey et al. (1994), the 
demand for credit can be categorized as perceived, potential and revealed 
demand. Perceived demand is when enterprises apprehend a need for capital, 
in other words when liquidity is regarded as constrained. Potential demand is 
when enterprises desire credit volumes without considering market 
imperfections and institutional barriers. Revealed demand is finally a written 
application for financial support at a given rate of interest. 

The objective for SACCOS in contributing to increased welfare/wellbeing 
refers to a positive outcome for the entire society, that economic growth in one 
sector is spread to other parts of the economy and facilitates the development. 
However, to achieve an improved welfare situation, it is of crucial importance 
that the low-income population is reached by SACCOS. Low-income indi-
viduals need access to the supply of financial services easily, cheaply and con-
stantly. Decent living conditions (for instance housing, employment, clothing, 
education and health) are fundamental for improving welfare (CDC, 2016). 
Welfare/wellbeing is a general term for the conditions of an individual or 
group, for example their social, economic, psychological, spiritual or medical 
state, being positive or negative (Oxford Dictionary, 2016). In this chapter, a 
high level of well-being is defined as positive experiences, while low well-being 
is connected with negative experiences after doing transactions with SACCOS. 
In short, the objective of SACCOS is to contribute extended and positive 
welfare among members and their dependents. 

Methodological approach 
The study is based on a desktop research review, and data was collected 
through a review of different scholarly journals, governmental documents, and 
research reports. In addition, interviews and consultations with key coopera-
tive supervisors and practitioners were conducted at the regional, district and 
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local level, in particular among employees and managers of saving and credit 
cooperative societies. The authors also consulted with government officials 
from ministries responsible for cooperative development in Tanzania. The of-
ficials provided documents on the status of SACCOS’s development in 
Tanzania between 2005 and 2009 and the general profile of cooperatives in 
Tanzania in 2015. The data in those documents was originally collected 
through a census from cooperative practitioners and by cooperative super-
visors at the district and regional levels. 

The theoretical framework 
The stewardship theory (Davis et al., 1997) was used to guide the research and 
constitutes the framework for analysis in this chapter. The stewardship theory 
is concerned with situations in, which the behaviour of managers is based on 
pro-organizational and collectivistic motives rather than individualistic and 
self-serving actions (Davis et al., 1997; Donaldson and Davis, 1991; Jarvis, 
2014). The theory assumes that a steward’s behaviour will not depart from the 
organizational aims and a steward will remain loyal to the organizational aims. 
In the words of Davis et al. (1997: 24) ‘…a steward will not substitute or trade 
self-serving behaviors for cooperative behaviors.’ Stewardship protects and 
maximizes shareholders’ wealth through firm performance, because by so 
doing, the steward’s utility functions are maximized. In this perspective, 
stewards are managers working to protect and make profits on behalf of the 
stakeholders. The stewardship perspective suggests that stewards are satisfied 
and motivated when the organization (SACCOS) square of cooperative 
microfinance (outreach, sustainability, enterprise development and wellbeing) 
improvement is attained. 

Results and discussion 
Outreach of SACCOS  

The study revealed a positive trend in the measures of outreach over the period 
2005–15, as is shown in Tables 1–3. In 2005, the number of SACCOS was only 
1,875 and the total number of members was 254,651, as shown in Table 1 (see 
also appendix 1). Ten years later, the number had more than doubled and more 
than 4,000 institutes had a license, however, as shown in Table 2, in 2009 the 
number of SACCOS exceeded 5,300, so the development has not been straight-
forward.  
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15. COOPERATIVE FINANCE IN TANZANIA

Table 1: The profile of Savings and Credit Cooperative Societies in Tanzania 31 May, 2005 

No. of No. of Shares Deposits Savings Loan 
SACCOS Members (TZS) (TZS) (TZS) issues (TZS) 

M F Total 
1,875 254,651

85,456

169,195

13,169,502,709 2,864,360,501 28,529,439,054 54,140,056,528 

Source: MCM July (2005). 

The number increased to 5,332 in 2009. However, by March 2014 the number 
of SACCOS was 5,478, the number of members 935,121, the total value of 
savings, shares and deposits was TZA 451.1 billion (about 194 million US 
dollar) and the value of total loans disbursed by SACCOS was TZS 778.4 billion 
(almost 335.5 million US dollar) [http://ww.tanzania.go.tz/egov-uploads/ 
documents/kilimo-swp]. This shows an increase in the number of SACCOS by 
192.16 per cent within ten years 2005 to 2015 (1,875 to 5,478) or an average 
increase of 19.2 per cent per annum. This also shows an increase in members 
by 267.2 per cent within ten years 2005 to 2015 (254,651 to 935,121) or an 
average increase of 26.72 per cent per annum. This was contributed by many 
SACCOS formed with the focus on credit as a result of the JK fund. Some of 
them became inactive and therefore closed down the business. The active 
SACCOS that remained were 4,093 in 2015 as shown in Table 3. 

Table 2: Status of SACCOs development in Tanzania between 2005–2009 

Year No of 
SACCOS 

Membership Shares 
(Tshs 
Million) 

Deposits 
(Tshs 
Million) 

Savings 
(Tshs 
Million) 

Loans 
issued 
(Tshs 
Million) 

2006 2,028 291,344 13,116.2 5,194.3 34,340.8 34,340.8 

2007 3,469 590,163 18,240.2 7,413.8 52,301.0 115,106.8 

2008 4,524 758,828 24,218.1 26,495.1 87,526.9 202,722.6 

2009 5,332 820,670 33,529.6 14,998.1 133,146.4 383,564.0 

Source: Ministry of Agriculture, food security and Cooperative (2015). 

Table 2 shows the number of SACCOS and other cooperative societies in 
Tanzania by December 2015. The number of SACCOS was 4,093 (50.9 per 
cent) of all cooperative societies, which were 8,040. There were only two 
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cooperative banks, equivalent to 0.05 per cent of the total in Tanzania. The two 
cooperative banks are active at the regional level and therefore indicate the cri-
tical need for regional cooperative banks, district cooperative banks and 
national cooperative banks to be formed by cooperative banks and other 
cooperative stakeholders in Tanzania. The efforts to establish a national co-
operative bank are in place; however, the sustainability of that bank requires 
more regional banks in the country. The other cooperatives in Tanzania as of 
December 2015 include 2,918 (36.3 per cent) Agricultural Marketing Co-
operative Societies (AMCOS) and 1,029 (12.8 per cent) other kinds of 
cooperatives such as, for instance, livestock, fishing, housing and beekeeping.  

Table 3: The Profile of Cooperative Societies in Tanzania 31st December, 2015 

Cooperative AMCOS  APEX/ Banks  SACCOS  Others  UNIONS  Total 
Type TFC 

Number 2,918  2  2  4,093  1.029  50 8,040

Source: Tanzania Co-operative Development Commission, a paper presented in the Sym-
posium of Co-operative Stakeholders, Dodoma, 25–26/02/2016 

The cooperative statistics for December 2015 showed that the total member-
ship for all types of cooperatives was more than 1.4 million, and about two 
thirds were men and one-third women (and 4 per cent were groups/organi-
zations, see Appendix 2). According to Maleko et al. (2013), a big issue among 
researchers and policymakers about SACCOS has revolved around the com-
parably low number of women as members, and how to address this problem. 
Currently, specific programmes and projects have suggested a proposal for 
making it easier for women to become members of a financial institute. 
However, considering that only one third of all individual members are female, 
the situation is still not satisfactory (see Table 4). 

Table 4: Distribution of SACCOS members in Tanzania 

Year Female Male Institution Total Percentage  
groups of female 

members 
2000 n.a n.a n.a 133,134 14.5 
2001 n.a n.a n.a 140,000 16.0 

(estimated) 
2002 26,667 71,981 432 157,774 20.0 
2003 32,728 78,786 426 163,732 29.0 
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2004 84,671 164,960 n.a 255,938 33.9 
2005 85,649 169,989 n.a 291,334 33.5 
2006 n.a n.a n.a 500,000 35.0 

(estimated) 
2007 n.a n.a n.a 713,632 n.a
2008 283,529 393,897 20,775 911,873 39.7
2009 375,113 507,872 28,888 919,411 41.1
2010 366,048 513,386 24,816 904,250 39.8

Source: Cooperative Development Department (2011) as cited by Maleko et al. (2013).  

Sustainability of SACCOS 
Using the concept of financial self-sufficiency ratio (FSSR) shows the sustain-
ability among SACCOS (Malamsha & Mmari, 2014). FSSR shows when the 
Micro Finance Institute generates enough revenue to cover operational expen-
ses, financial costs and the provision for loan losses (Christen et al., 1995; 
Calmeadow, 1995; Ledgerwood, 2000). An FSSR of at least 100 per cent means 
that a SACCOS is sustainable (CGAP, 2003). Let FSSR be a financial self-
sufficient ratio, OI be operating income and TOE be total operating expenses 
(Operating expenses + Financing costs + Provision for loan losses +Cost of 
Capital) as shown in equation (i).  

FSSR = OI/(TOE+CC) -------------------------------------------------------(i) 
Where: 
FSSR = Financial self- sufficiency ratio    
OI = Operating income 
TOE = Total operating expenses (Operating 

expenses + financing costs + Provision for 
loan losses) 

CC = Cost of capital. 

In this research, the average income and the average expenditure of SACCOS 
were taken as a proxy for operating income and total operating expenses, 
respectively. Table 5 shows the FSSR for Best Performing SACCOS (BPS) and 
Fairly Performing SACCOS (FPS), where BPS had a lager FSSR than FPS to 
suggest that BPS were more financially self-sufficient than FPS. 
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Table 5: Distribution of SACCOS based on their FSSR from 2005 to 2007 

SACCOS BPS 
(n=30)

 FPS (n=30) 

Year Average 
Income 
(TZS) 

Average 
Expenditure 
(TZS) 

FSSR 
Per cent 

Average 
Income 
(TZS) 

Average 
Expenditure 
(TZS) 

FSSR 
Per cent 

2007 81,678,880 58.760,109 139.3 6,065,787 4,641,417 130.6 

2006 41,475,677 30,336,512 136.7 1,204,233 1,852,737 64.9 

2005 36,187,238 25,801,521 140.2 1,347,558 1,897,421 71.0 

Source: Malamsha & Mmari (2014). 

Development of enterprises and SACCOS  
According to Denis (2013) SACCOS, in general, offer loans at a comparably 
low interest rate and at affordable conditions. The study noted that SACCOS 
had lower interest rates than other financial institutions. In Focus Group Dis-
cussions done with the leaders of all three SACCOS, it was established that the 
institute’s interest rate ranges from 13 to 18 per cent. The majority (96.1 per 
cent) of the members regarded the interest rates provided by SACCOS to be 
lower than those of other financial institutions while 3.9 per cent were not 
aware of this difference. In turn, the comparably lower interest rates made 
borrowing more accessible as well as and facilitated the repayment of debt and 
indirectly contributed to raise the incomes among members. 

Another advantage in getting a credit from SACCOS is fair and just loan 
conditions. For instance, the need to find collateral, which is routinely required 
among commercial banks, is normally not necessary. The only requirements 
are guarantees from two members of the SACCOS and a statement about the 
possession of shares and savings in SACCOS. Again, the absence of collateral 
– in particular since the potential borrowers are often small entrepreneurs 
without means to provide collateral – SACCOS have a comparative advantage 
when competing with commercial banks. Ready access to such loans has sig-
nificantly elevated the incomes of members. Still, many Tanzanians lack the 
capital to support their economic activities, but since the government approved 
the Microfinance Policy in 2000 and passed the Cooperative Society Act of 
2003, and regulations were set by the Bank of Tanzania for governing activities 
of SACCOS, the accessibility of loans has increased, in particular loans granted 
by SACCOS. 
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While there are benefits to improved access to capital, it is also important, 
in terms of local and national growth, that the money is effectively used. 
According to Yunge (2009) less than half (46,7 percent) of the respondents 
stated that credits were used for business undertakings and production pur-
poses, 10 per cent for building or improving houses with a business purpose. 
13.3 per cent are used as loan/credit for education purposes, and 30 per cent 
are used for farming, i.e. cultivation and animal keeping. 

Table 6: Distributions of the Loan Uses among Members 

Description Frequency Percentage 

Expansion of business  10 33.3 

Productivity enhancement 6 20 

Education 8 26.6 

Building better houses 3 10 

Others 3 10 

Total 30 100 

Source: Yunge (2009). 

Capital and monthly income among members of SACCOS 
The argument is that SACCOS’ development has contributed to elevate the 
capital stock and income among members. Table 7, referring to the study by 
Denis (2013), measures the difference in members’ capital stock and income 
before and after joining SACCOS. In short, the change is considerable for both 
variables. The capital stock were boosted among members, possibly thanks to 
easier access to loans but also due to a changed saving behaviour after joining 
the institutes. Once more, the same development was discerned for changing 
levels of income among SACCOS’ members, after joining the loan institutes 
and, without any doubt, the membership has significantly contributed to not 
only increase the income levels but also to strengthen the available liquid funds. 
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Table 7: Capital and monthly income of respondents before and after joining the SACCOS 

Tanzania 
Shillings 

Capital Before 
joining SACCOS 

Capital After 
joining SACCOS 

Income Before
 joining SACCOS 

Income After 
joining SACCOS 

Frequency

Per cent 

Frequency

Per cent 

Frequency

Per cent 

Frequency

Per cent  

Less than 
50000 

6 7.8 0 0 5 6.5 0 0 

50001– 
100000 

23 29.9 2 2.6 25 32.5 4 5.2 

100001– 
200000 

38 49.3 13 16.9 30 39.0 18 23.4 

200001– 
500000 

7 9.1 32 41.5 11 14.3 31 40.3 

500001– 
1000000 

2 2.6 25 32.5 4 5.2 22 28.6 

Above  
1000000 

1 1.3 5 6.5 2 2.5 2 2.5 

Total 77 100.0 77 100.0 77 100.0 77 100.0 

Source: Denis (2013). 

To repeat, the services of SACCOS, in particular by granting credits, had a 
major impact on their members, and the study by Denis (2013) also stressed 
that newly founded enterprises demonstrated increased levels of sales and 
profits. In turn, according to the respondent, this was a clear indicator that the 
income levels of the members would continue to rise in the future. 

Creation of business ventures, business growth  
and enterprise diversification 

The vast majority of people in Tanzania are still working in the informal sector 
without any fixed salary. However, even individuals with employment conduct 
other activities that generate income, in particular in the business sector or in 
the agricultural sector. In all, this means that many people – regardless of 
whether they are employed or within the informal sector – are engaged in vari-
ous business ventures and seeking for capital. Thanks to the respondents, it is 
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15. COOPERATIVE FINANCE IN TANZANIA 

possible to discern how funds provided by the SACCOS have been invested. In 
Table 8, it is found that about 25 per cent went to second-hand clothes, two-
fifths to retail shops/wholesales, and about 10 per cent, respectively, went to 
petty traders, agriculture, bars, restaurants and grocery and finally to food 
vendors. Less of the outstanding credit went to the investment in livestock 
keeping and buying commercial motor vehicles.  

Table 8: Business venture supported through SACCOS 

Kind of business Frequency Percentage 
Petty trader (machinga) 7 9.1 
Second-hand clothes (mitumba) 20 25.9 
Wholesale/retail shop 16 20.7 
Livestock keeping 5 6.4 
Commercial motor vehicles 3 3.8 
Agriculture 9 11.6 
Bar/restaurant/grocery 8 10.3 
Food vendors (mama lishe) 9 11.6 
Total 77 100.0 

Source: Denis (2013). 

Again, the existence of these loans has reduced poverty and clearly comple-
mented the services of commercial banks. In fact, many of the respondents  
even claimed that the reason for joining as members of the micro finance 
institutes was to access capital promoting their business ventures, and with no 
chance of being granted loans from commercial banks. Indeed, SACCOS have 
contributed to the growing number of firms, the development of business and 
economic growth, but was it also possible for members to change the activity 
of individual businesses through loans from SACCOS? According to Denis 
(2009), one-third of the credits from SACCOS was either going to diversify an 
existing business or start a new business with the aim of supporting existing 
operations, and about 40 per cent of the loans went to continue with an existing 
business. In other words, the availability of loans from SACCOS seems to allow 
members to promote an existing business, to open a new business to supple-
ment an existing one or even to change the entire business. This indicates a 
positive feature among Micro Finance Institutes, i.e. that they are willing to 
support clients continuing on the same business route but are also willing to 
contribute to finance new business ventures. To some extent, this shows that 
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SACCOS have functions and risk selection systems that are similar to those of 
commercial banks. 

Education and training  
In addition, not only did SACCOS supply credit and saving opportunities, they 
also provided entrepreneurship education, for instance practical training on 
how to run a business, to judge what kind of business that was required, how 
to apply for funding and informing about reliable systems for keeping records. 
As many as 97 per cent of the respondents got the opportunity to attend this 
education and training, thus helping members improve their business skills. 
Through the Focus Group Discussion, it was stated that local meeting sessions 
had been set-up with members, which further improved the possibility to learn 
about practices of business but also providing knowledge in other areas 
requested by the members (Denis, 2013). In all, this had increased the level of 
income among members of SACCOS but, of course, it is difficult to exactly 
measure the impact.  

Welfare improvement of SACCOS 
The chapter has shown that SACCOS did, in general, improve the capital stock 
and income for members, but have microfinance institutions also contributed 
to welfare improvements and in what kind of areas? The results of research on 
the ‘Success of Microfinance Institutions in Tanzania: The case of SACCOS’ 
Malamsha (2014)’ are presented in Table 9. The data shows positive changes 
for members because of financial services offered by SACCOS. It was further 
indicated that there were bigger positive changes for members of successful 
SACCOS than for members of less successful SACCOS. The changes resulting 
from successful SACCOS are higher levels of welfare for members while un-
successful SACCOS offer low levels of wellbeing to members (LWM). The 
dominating types of changes were in savings (72 per cent). Other large positive 
changes in wellbeing are in the health services (60 per cent) and the diversi-
fication of existing businesses (60 per cent). The big changes in HWM confirm 
that the square of SACCOS depends on the performance of the members them-
selves, which in turn demonstrates that members are the most important ele-
ment of SACCOS.  
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Table 9: Distribution on welfare changes to members as a result of financial services.  

Percentage change on 

HWM 
(n=60) 
Per cen

LWM 
(n = 60) 

t Per cen

Difference 
(percentage) 

t change 

Savings 72 47 30 
Utilization of modern equipment in 51 40 11 
farms 
Number of students getting education 53 47 6 
Paying for health services 60 40 20 
Traditional ceremonies like dramas, 48 35 13 
dancing 
Eating a balanced diet – Food 39 32 7 
Crop storage for future and high price 45 39 6 
selling/warehouse receipt system 
Good practice in animal husbandry 42 41 1 
Use of improved inputs in agriculture 46 40 6 
Farm size expansion 51 40 11 
Opening of new businesses 54 43 11 
Expansion of existing businesses 60 43 23 
Purchases of transport items (cars, 56 43 13 
motorbike, bicycle) 
Utilization of alternative energies 49 41 8 
(biogas, solar, wind) 
Building houses 47 43 4 
Purchase of household items (cookers, 43 40 3 
fridge etc.) 
Women open economic projects 50 31 21 

Source: Malamsha (2014). 

In particular, younger individual members of SACCOS have experienced 
numerous benefits, which have contributed to their welfare (Denis, 2013). The 
most important were access to credit at comparably low interest rates and the 
possibility of saving money in a safe place without any charges for the service. 
Other benefits included networking and collaborating with other members, 
getting dividends on the shares at the end of year, funds to finance school fees 
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for children through loans, acquiring business management skills, buying a 
plot and building a house, and acquiring general skills to improve their busi-
ness ventures. 

Table 10: Economic benefits of SACCOS for younger members 

Benefits Frequency Per cent 
Saving money in a safe place without charges 13 22.0 
Loans with a low interest rate 21 35.6 
Cooperation with other members 5 8.5 
Distribution of share at the end of the year 6 10.2 
Managing school costs for children 2 3.4 
Entrepreneurship trainings and education 5 8.5 
Mattress, bricks and iron sheets 5 8.5 
Bought plot and build houses 1 1.7 
Improving business 1 1.6 
Total 59 100.0 

Source: Neema (2013). 

Concluding remarks 
The microfinance institutions have played a crucial part in transforming 
economic circumstances for people with limited resources. The expansion of 
SACCOS has been impressive from 2005 to 2015, with an increase of more than 
192 per cent (almost 20 per cent annually), even considering that a large 
number of microfinance institutes have disappeared since 2009. The elevated 
number of members, an increase of almost 270 per cent (more than 26 per cent 
annually) must also be considered as a successful development, even though 
the share of female members is still a problematic area. However, in making it 
more compelling for women to enter the institutions, a high potential for 
growth is possible in the future. In particular, since SACCOS possess financial 
sustainability, the attitudes towards women and female entrepreneurs may 
change in the future. The chapter does, in particular, discern five key success 
factors (in hierarchical order): 

i. SACCOS having a ratio of number of staff to members of one to 154. 
ii. positive growth in the total number of active members (a 

minimum of 1,000 members for community-based SACCOS). 
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15. COOPERATIVE FINANCE IN TANZANIA 

iii. positive changes in the business of the members after using 
SACCOS services 

iv. increased capital stocks and savings among members. 
v. the repayment rate of loans being at least 95 per cent. 

These characteristics depict that sustainability has a very critical role in 
SACCOS, the success of individual members contribute to strengthen the insti-
tutions, and in turn make it possible for SACCOS to develop their business, 
which is a ‘win-win’ scenario. Their activities have clearly supported enter-
prises and entrepreneurship development in various ways. In particular, 
through offering credit at comparably low interest rates and with generous 
conditions, in particular not demanding collaterals, is an advantage of 
SACCOS – compared to other financial institutions. SACCOS have also 
managed to provide credit to members for business undertakings and produc-
tion purposes, and only to a limited extent for private consumption. 

The capital stock and monthly income of members were larger after joining 
the SACCOS, and there was also an improvement in the creation of business 
ventures, business growth and enterprise diversification. The entrepreneurship 
education and training provided by SACCOS has also promoted a higher 
income among members, in particular due to introducing efficient systems for 
keeping records and training on how to operate a business in practice. Finally, 
it was evident that using the microfinance service incurred positive changes in 
the welfare of its members. In addition, larger positive changes were found 
among successful SACCOS in comparison to less successful SACCOS, once 
more showing that it is possible to reach a situation where both the provider 
and the client/owner benefit from the system.  

The chapter did, in particular, revolved around the policy objectives placed 
on cooperative microfinance institutions; namely the enhancement of out-
reach, sustainability, support developing enterprises and the improvement of 
welfare among members. In short, SACCOS have reached the noted square 
aims, however, the objectives are not specified in detail with any actual rates or 
numbers of accomplishments stated for every single objective. In the future, it 
may be important to specify each objective in detail and reassess the actual ac-
complishment of every individual SACCOS. 

In relating the results to the theoretical framework, it would appear that the 
leadership of the financial cooperatives may be guided by the ideals of steward-
ship. In that sense, the theory can be a useful tool in analyzing the performance 
of SACCOS. Future research that explores the relationship between the per-
formance of these organizations and their different kinds of leadership would 
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be highly beneficial. In addition, future research should also investigate unsuc-
cessful SACCOS for giving us insights about failures. This may give us pointers 
on how to change policy and recommendations to facilitate longevity among 
these financial institutes. 
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16. Cross-sector Collaboration in International Community 
Development Initiatives: Learnings from the 
Millennium Villages Project in Tanzania 

KARIN DAHLSTRÖM, ANNA NYQUIST & JOHANNA FERNHOLM 

Cross-sector collaboration between governments, the private sector and civil 
society is encouraged as important means of achieving a globally sustainable 
socio-economic development (Scherer & Palazzo, 2011; Van Huijstee et al., 
2007; UN, 1987a). Cross-sector collaboration facilitates the sharing of know-
ledge, resources, and capabilities (Bryson, Crosby & Stone, 2006) and is thus 
presumed to be effective in solving complex social problems (Koschmann et 
al., 2012; Jamali & Keshishian, 2009). Supranational institutions such as the 
United Nations (UN 1987a, 1987b) have for decades emphasized the need for 
global cross-sector collaboration and partnerships in the work for sustainable 
development, for example, the Millennium Villages Project (MVP). The MVP 
was a ten-year international community development initiative, running 
between the years of 2006 and 2015, with piloting activities in 2004–2005. The 
MVP was designed as an international, cross-sector collaboration community 
development project, involving partners from governments, non-govern-
mental organizations, the private sector, civil society and academia (MVP, 
2013, 2011). 

Over the years, the MVP has been criticized in the media and by inde-
pendent investigators and researchers where MVP initiatives have been 
pointed out as having several shortcomings including: The potentially mis-
leading picture of being a bottom-up-community-led project, the lack of com-
mitment from national, regional and local governments, the lack of attention 
to corruption, deficient evaluation systems, failure in sustainability, and the 
concentration of resources on too few individuals (Masset et al., 2016; Wilson, 
2014; Munk, 2013; Malenga & Molyneux, 2012; Clemens & Demombyne, 
2011; Carr, 2008; Grensund, 2006). For example, Carr (2008) suggests that the 
MVP’s description as a ‘bottom-up’ project should be questioned since it relies 
on preconceived definitions of problems and pre-packed solutions to address 
poverty at the village level. Wilson (2014) labels the activities of the MVP as 
‘social experiments’. Masset et al. (2016) contend that the MVP approach to 
work with communities has been less empowering and transformative than 
what might have been hoped for and suggest that some of the underlying 
assumptions of the MVP’s means of addressing poverty might be called into 
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question. In the Economist (2012), the MVP is described as: ‘The brain child of 
Jeffrey Sachs of Columbia University in New York’, and ‘As something designed 
to improve lives in some of the poorest parts of the world, the Millennium Villages 
Project certainly stirs up a lot of bad blood’. Malenga and Molyneux (2012: 
2132–2133) argue that even if the MVP is not perfect: ‘A global opportunity now 
exists to learn and apply the lessons emerging from the Millennium Villages. 
Seizing this opportunity will be the joint responsibility of all of us, including indi-
viduals and governments of high-income countries, and villagers and govern-
ments in developing countries.’ 

The existing literature identifies several flaws in the MVP. The focus of this 
literature is on the initial design and outcomes of the project. However, to date, 
very little yet seems to be understood about the nature and processes of collabo-
rations at different levels during the MVP. For example, what were the role and 
functions of the depicted and communicated stakeholders and partners? How 
did the various stakeholders and partners interact and collaborate at various 
levels, for example how were the community members involved in interactions 
and collaborations? What constrained the interaction and collaboration 
among stakeholders and partners, and how did this impact on the outcomes of 
the project? 

This study explores what stakeholders and partners were involved in the  
MVP, how their roles and functions are portrayed in the MVP presentations, 
and how interaction and collaboration took place at the local level. The focus 
is on cross-sector collaboration in community development initiatives under-
taken at the local community level. This is done primarily by studying official 
documents, films, photos, blogs, reports, and data collected through a site visit 
to the MVP Mbola in Tanzania. Topical case studies can offer further insights 
into the processes and dynamics of complex cross-sector collaborations (Bardy 
et al., 2012). In this study, the MVP is selected as a topical case in this respect.  

The remaining sections of the chapter are structured as follows: Following 
the introduction, the theoretical frame of reference is presented. The research 
approach and process are then described, followed by a section where gathered 
empirical material, including material from a site visit to the Millennium 
Villages Project (MVP) in Mbola, Tanzania, is accounted for and analyzed. The 
chapter ends by a concluding discussion and final remarks. 

Theoretical frame of reference 
The phenomenon of collaboration has been approached from different theo-
retical underpinnings, for instance, the transaction costs approach (Coase, 
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1937; Williamson, 1985; Kogut, 1988), and the network theory (Kassinis, 2001; 
Granovetter, 1973; Orton & Weick, 1990; Uzzi, 1997). Transaction costs are 
incurred, for example, in constituting and enforcing contracts, maintaining 
relationships, and administering transactions. According to this logic, the cost-
efficiency of the collaborative relationship will determine the boundary and the 
sustainability of the partnership (Kogut, 1988). Multi-actor partnerships can 
reduce the transaction costs by sharing knowledge, stabilizing relationships 
through networking and facilitating transactions that create trust. The transac-
tions cost approach is useful in understanding the motives for participation as 
well as the sources of success and the failure of collaboration. Networks are 
believed to facilitate the flow of knowledge, the ideas and resources and thus 
decrease the uncertainty (Kassinis, 2001). Furthermore, networks are expected 
to enhance the innovativeness (Granovetter, 1973), the flexibility and the 
adaptability (Orton & Weick, 19990; Boons & Berends, 2001). Network theo-
ries help us structure complex relations and identify ties between different 
actors and are thus a useful complement to the transaction cost approach. 

Roberts and Bradley (1991:212) define collaboration as: ‘a temporary social 
arrangement in, which two or more social actors work together toward a single 
common end requiring the transmutation of materials, ideas, and/or social 
relations to achieve that end.’ Cross-sector collaboration has become a promi-
nent feature of projects addressing complex societal issues and different forms 
of cross-sector collaborations or ‘social partnerships’ have emerged (Seitanidi 
& Crane, 2009; Parker and Selski, 2004). Examples include public-private, pub-
lic-non-profit organization, private-non-profit or multi-actor partnerships 
(Seitanidi & Crane, 2009). Multi-actor collaborations have been described as a 
Helix (Etzkowitz, 2003; Ranga & Etzkowittz, 2013). Etzkowitz (2003) uses the 
metaphor ‘Triple Helix’ to describe collaboration between the academy, the 
government, and the industry. Etzkowitz & Leydesdorff (2000, 1995) suggest 
that institutional and national boundaries may be transcended and new dis-
ciplinary discourses may emerge in a Triple Helix context. It is further claimed 
that international and multinational programmes of the UN, the Organization 
for Economic Cooperation and Development (OECD), the World Bank and 
the European Union had for a long time been relying on Triple Helix like 
academic, industry, and government networks and relations, in the pursuit of 
development (Nelson, 1993, in Etzkowitz & Leydesdorff, 1995: 13). In this 
study, collaboration and partnership are used synonymously. 

As depicted in Figure 1, Carayannis et al. (2013) have elaborated the Triple 
Helix model into a Quintuple Helix and applied it as a framework for research 
in cross-sector collaboration and sustainable development. In the Quintuple 
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model, sustainable development is placed at the core, supported by five sur-
rounding subsystems; the political, educational, economic, environmental, and 
media and culture (the civil society) subsystem. The Quintuple Helix visualizes 
how well connected and linked flows of knowledge and know-how result in a 
sustainable development. 

Figure 1. The Quintuple Helix and its function (functions). 

Source: Carayannis et al. (2012:7). 

The bearing idea of the Quintuple Helix is that capital and human agents in 
each of the sex subsystems education, economic, natural environment, media-
based and culture-based public (civil society), and political, carry, create and 
contribute with different kinds of knowledge. The knowledge is being 
exchanged when human agents in the different helices interact communicate, 
collaborate, share, and transfer knowledge.  

Each subsystem with its knowledgeable, active human agents and its capital 
performs a pivotal function, influencing each other (Carayannis et al., 2012:9). 
Circulating knowledge that is generated through inbound and outbound 
knowledge flows between the subsystems surrounds the Quintuple Helix 
model. The circulating knowledge can be used by each of the five helices as new 
knowledge input. The result of the knowledge activities and processes is inno-
vation that contributes to sustainable development. The framework draws at-
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tention to the opportunity for learning and the sustainability of collaboration 
across sectors. At the same time, the framework brings to the forefront the 
embeddedness of interaction in distinctive cultures, structures, values and so 
on. This makes interaction among the sectors highly complex. 

Furthermore, collaborations can be different and require different degrees 
of commitment, implying that the collaborating agents assume differing roles 
(Kernaghans, 1993). Kernaghan (1993: 62–65) distinguishes four different 
types of partnerships, namely: A partnership can consist of a consultative 
arrangement implying an exchange of advice and information. It can be con-
tributory, whereby a partner provides support in the form of money and other 
resources to projects managed by a third party. It can be operational whereby 
the lead partner makes the main decisions but the effort in achieving the aims 
is shared. Finally, a partnership can be collaborative, whereby work and 
decision-making are shared between the partners. This classification is useful, 
for example, in understanding the variations in commitment, resource input, 
and decision making that can be observed among multiple agents in colla-
borative projects. 

Research approach and process 
The data underlying this study was obtained through document studies, site 
visits and interviews. The research process was undertaken as a secondary 
document study on a regular part-time basis during the years of 2016 and 2017, 
and the first two months of 2018. The documents primarily consisted of web-
site publications that were selected through a purposeful sampling inspired by 
Gummesson (2017: 212, 263). The model of Gummesson implies an iterative 
process where ‘cases’ believed to reveal additional data are added until the 
researcher experiences that no new data emerges. The documents selected 
included self-presentations, press releases, blogs, various reports, research arti-
cles, news and commentaries, annual reports, CSR and Sustainability reports, 
as well as photos and videos. 

Two villages that were part of the MVP Mbola village cluster in the Tabora 
region in Tanzania were visited in July 2018. The two-day site visit was faci-
litated by representatives from the former MVP Mbola site management 
together with researchers from Moshi Co-operative University, Tanzania. The 
field visit programme included one primary and one secondary school, and 
several development projects that have been financed through donations. Most 
of these projects are outcomes and spin-offs from the MVP interventions. 
During the site visits, discussions were being undertaken with village represen-
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tatives, former MVP leaders and their team members, school principals, 
teachers and coordinators, and with Tanzanian researchers on the subjects of 
community development and business studies. On the third day of the visit, the 
programme was concluded by a joint group discussion with the former MVP 
leadership and the Tanzanian and Swedish researchers at the MP Tanzania’s 
office in the town of Tabora. 

Self-presentation of the Millennium Villages Project (MVP) 
The MVP was an initiative undertaken by the Earth Institute (EI) at Columbia 
University, New York, the United Nations Development Programme (UNDP), 
and the closely interconnected New York based non-profit organization Mil-
lennium Promise (MP) to achieve the Millennium Development Goals 
(MDGs). The project operated between 2006 and 2015, with piloting activities 
in 2004–2005. The implementation of the project was guided by three 
principles, namely an integrated approach to rural development, a focus on 
inclusive service for the community, and investments targeting 120 USD per 
community member and year. The investments were planned to be generated 
from the following sources: 60 USD in donations, 30 USD from governments 
(e.g. by the provision of agriculture and health extension workers), 20 USD 
from partners and 10 USD from community members (e.g. by providing time 
and expertise). At the full project launch in 2006, the MVP reached fourteen 
extremely poor rural sites in ten African countries. The three overarching aims 
of the MVP were (MVP, 2011): i) to support the participating communities 
and the local governments to achieve the Millennium Development Goals 
(MDGs) by 2015, ii) to create a system for success, and a toolkit to achieve the 
MDGs that could be transferred from the MVs to the rest of rural Africa, and 
iii) to work with governments in Africa to scale up MVP interventions and 
achievements by rapidly putting best practices into work around the continent. 
Part of the operational plan of the MVP was to implement real-life and holistic 
interventions across five sectors; agriculture, health, education, infrastructure 
(including water and sanitation), and business development to ensure a 
sustainable development in villages across countries in Africa (MVP, 2011). It 
was communicated that (MVP, 2013), ‘the villages are designed to demonstrate 
how the MDGs can be met in rural Africa over 10 years through integrated, 
community-led development at very low cost’. 

The project has also been described as ‘Africa’s largest systematic and 
scientific effort to achieve the MDGs’ (MVP, 2013), and ‘Some of the world's 
leading scientists, engineers, public health experts, and educators have come 
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16. CROSS-SECTOR COLLABORATION IN INTERNATIONAL COMMUNITY 

together through the Millennium Villages Project to create truly innovative 
solutions to end extreme poverty’ (MVP, 2011). 

The tab ‘Resources’ on the official website of the MVP includes an 
abundance of written success stories, photos, videos, reports, scientific publica-
tions, press releases, published news, and a blog section. The website was 
frequently updated during the project life span. It was still active when this text 
was written in 2018, but no updates seem to have been made since January 
2016. Through the ‘FAQ’ section it is narrated that: 

…The MVP is a multi-stakeholder project spearheaded by the Earth Institute, 
Columbia University, where scientists and researchers are helping to bring 
the latest evidence, technology, and practices into the project, and MP, which 
oversees project operations. The project relies heavily on local governments 
and community participation in planning and carrying out interventions. 
Local, regional, and national governments play a key role in selecting MV sites 
and implementing interventions. The project also partners with several UN 
organizations. 

Information about a positive MVP progress and results was continuously pre-
sented through the MVP website in photos, videos, communication material, 
scientific reports and publications produced by researchers affiliated with The 
Earth Institute, Columbia University. For example, expressed as follows: 

The Millennium Villages are underpinned by a robust monitoring and 
evaluation platform. (MVP, 2010, Mid-term evaluation report) 

In 2011 the project has reached nearly 500,000 people in rural villages across 
ten countries in sub-Saharan Africa. (MVP, 2011) 

In 2013 the project has registered ‘quick wins’, particularly in areas where 
national programs were non-existent or lagging, such as improved crop 
yields, malaria control, and improved school enrolment. (MVP, 2013) 

On the MVP website, under the tab ‘About’ and the heading ‘Evaluation’, 
thorough information is given about the MVP end-evaluation reporting. The 
full, peer-reviewed end-evaluation protocol can be retrieved from the website. 
In the MVP end-evaluation protocol summary, published in The Lancet 
(2015), it was described that the MP end-evaluation is co-funded by the Open 
Society Foundation (George Soros Foundation), the governments of Japan, 
Korea, Mali, Senegal, and Uganda, and the Bill and Melinda Gates Foundation. 
The expected submission date of the final evaluation was December 31, 2016. 
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BEYOND BORDERS 

When the document collection of this study ended in February 2018, the final 
evaluation was not yet to be found when searching in academic databases or in 
the Google search engine. However, in May 2018, the end report (Mitchell et 
al., 2018) and two adjunctive commentaries, one by the Earth Institute, 
Columbia University based Professor Jeffrey Sachs (2018), and one by the 
Stanford University based Eran Bendavid (2018), were published in The 
Lancet. The focus of the evaluation report is on measurable outcomes in 
relation to predefined project targets, impact estimates, and estimated on-site 
spending. Project process evaluation and issues regarding scaling-up and 
sustainability are not elaborated on in the evaluation report. 

In the ‘About’ section on the MVP website, the word ‘Innovation’ appears 
quite frequently. That innovation was considered important becomes clear as 
the MVP interventions are claimed to entail new innovative methods and 
toolkits to support community development, and to offer new solutions to 
societal problems in rural, extremely poor sub-Saharan regions (MVP, 2013, 
2011). The menu on the MVP’s website has an ‘Innovation’ tab, which leads to 
a page with the heading: ‘Using the latest technology and finding new solutions 
to the toughest development challenges’. Four innovation initiatives are 
presented:  

 Community help workers: A system not invented by the MVP, but the 
MVP has developed strategies for improving the system to ensure 
quality care, deliver life-saving health interventions, and provide a 
critical link between health-centres and families in rural areas. 

 Connect To Learn: A programme supporting secondary schooling, 
especially to girls. The schools are also supported with computers and 
broadband connectivity. The programme was founded in 2010 in a 
partnership of the Earth Institute, Ericsson, and MP. 

 Modi Labs: Some innovations utilized in the MVP were developed in 
partnership with the Modi Research Group. For instance, SharedSolar 
– an innovative solution for delivering solar electricity to rural areas. 
The Modi Research group is part of the Earth Institute. 

 CommCare: An application by CommCare was being adopted by all 
community health-workers in the Millennium Villages. Google-
searches provide information that CommCare is an open source 
mobile data collection platform created by Dimagi, an American 
social enterprise company. 
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16. CROSS-SECTOR COLLABORATION IN INTERNATIONAL COMMUNITY 

In summary, the self-presentation of the MVP communicated on the MVP 
website repeatedly emphasizes the MVP as a bottom-up-led project. On the 
website it is recalled that: ‘Critical to the sustainability of the Millennium 
Villages is the need to empower the entire community’, and ‘Participatory, 
community-led decision-making is central to the way Millennium Villages 
work, and this is also fundamental to sustainability’. But, which human agents 
from the communities were involved, how, and in what roles? Were commu-
nity members being tightly included in roles as active knowledge agents and 
partners in the planning, development and innovation activities and work? Or 
were they viewed as stakeholders with passive, receptive roles as beneficiaries? 
In an UNDP mid-term report of the MVP in Nigeria (Boyd et al., 2009:49), it 
is noted that the impact of community empowerment, ownership and 
participation in the Nigerian MVP could have been considerably strengthened, 
if existing village community structures such as Parents-Teachers Associations 
had been included and collaborated with. 

The education system: The Earth Institute, Columbia University  
The Earth Institute, Columbia University was established in 1995. The institute 
is given such roles as co-founder, core partner, and scientific adviser on the 
MVP website. In the MVP communication material, it appears that the Earth 
Institute was involved in most MVP initiatives during the lifespan of the 
project. Between the years 2002–2016, professor Jeffrey Sachs was heading the 
institute. In the self-presentation on the Earth Institute’s website, its role, res-
ponsibilities and activities are described. Two central ideas animated the 
creation of the Earth Institute two decades ago. The first was to promote the 
basic understanding of earth system science, and the second was to apply that 
knowledge to decisions made by governments and businesses around the 
world. The people who make up the Earth Institute are earth scientists, eco-
nomists, business and policy experts, specialists in public health and law, 
researchers, teachers and students. The institute comprises more than two-
dozen research centres and several hundred people who collaborate across 
many disciplines and schools at the university. 

Three main interests of the institute appear from the website as follows: 1) 
To create and promote scientific knowledge. 2) To ensure that governments 
and businesses around the world apply this knowledge in decision-making, 
and 3) ‘To guide the world onto a path toward sustainability’ with the help of 
ready-made knowledge produced by the qualified academics at the institute. 
The ideas are expressed in stories such as: 
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Another key aspect of our work is our willingness to engage directly with 
stakeholders in practical efforts to improve environmental quality by intro-
ducing new approaches to addressing real-world problems. 

The institute has produced a vast number of studies, reports, conference 
papers, and articles with the MVP as the study object. The texts are often co-
authored by researchers related to the Earth Institute (cf. Puri et al., 2010; MVP, 
2010; Sanches et al., 2009; Kanter et al., 2009; Sachs & McArthur, 2005). Almost 
30 such scientific publications are posted under the tab ‘Resources’ on the 
MVP’s website. The studies generally report positive results and the progress 
of various MVP interventions. The findings appear overly optimistic compared 
to the reports from researchers with no ties to the Earth Institute, such as Carr 
(2008), Wilson (2014) and Masset et al. (2016). However, such scientific pub-
lications with no links to the Earth Institute are not mentioned on the MVP’s 
website, nor do they seem to be included in reference lists of the knowledge 
production being undertaken under the regime of the Earth Institute. 

In summary, the Earth Institute is given high prominence and visibility 
throughout the MVP communication materials. Concurrently, academic 
voices from the African MVP home countries seem to be rather absent in the 
education system. Boyd et al. (2009: 53) depict in a UNDP mid-term evaluation 
report of the MVP in Nigeria that the MVP knowledge processes are being 
planned and operating as: ‘Extractive scientific knowledge process where MVP 
staff and science experts are designing and processing research data and con-
ducting studies of, which the community has little or no understanding and are 
in general not the beneficiaries of the knowledge’, The report calls on the MVP 
to change into a more participatory process that seeks to build an under-
standing and an inclusion between the local knowledge of the community 
members and the scientific knowledge of the outsiders. Furthermore, MVP is 
advised to broaden the ownership of the MVP science agenda so that academic 
and research institutions and community members from the host countries 
become active stakeholders in its production and implementation (Boyd et al., 
2009: 6, 11, 74). 

The economic system. Donors and partners 
The UN sanctioned non-profit organization Millennium Promise (MP) was 
co-founded in 2005 by professor Jeffrey Sachs, director of the Earth Institute at 
Columbia University, and Raymond Chambers, an American investment 
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16. CROSS-SECTOR COLLABORATION IN INTERNATIONAL COMMUNITY 

leader and philanthropist. The MVP’s website provides information that MP 
provided resources and an operational platform for the MVP in 2005–2015. 

Evidence indicates that MVP was highly dependent on donors and dona-
tions through its lifespan. There seems to have been a recurring struggle for 
funding. An example of dominant donors is the government of Japan, and the 
financier and philanthropist George Soros. The risk of running dry of dona-
tions is lifted as a threat to the scaling up, and to the sustainability of the MVP 
by researchers and journalists (Masset et al., 2016; Munk, 2013). The terms 
‘donations’, ‘donors’, and ‘aid’ are rarely communicated in MVP produced 
texts. Rather these terms are found in media articles about the MVP (Bloom-
berg, 2006; Dugger, 2006). However, on the MVP website, ‘partners’ is the term 
frequently used and there is a ‘Partners’ tab where it is stated that: 

…Our work is possible because of the motivation and willingness of partners 
around the world to combine their efforts, merge their ideas, join forces with 
communities in Africa, and pursue the common goal of together ending 
extreme poverty. 

The only partners that are explicitly appreciated by names and logos on the 
introductory MVP ‘Partners’ page are: The Open Society Foundation (George 
Soros), The UN and affiliated organizations, Agra, Millennium Development 
Ethiopia, and World Agroforestry Centre. The heading ‘Host Country 
Partnership’ is followed by the text: 

…Partnerships with countries hosting the Millennium Villages Project are es-
sential to the success of the initiative. We engage host country government at 
all levels – national, regional, and local – in the planning and execution of the 
Project, as well as the support for major infrastructure projects, elimination 
of health care user fees, and more. We also work with national governments 
to scale up the MVP approach in their economic development plans. 
Currently, we partner with 10 countries in sub-Saharan Africa: Ethiopia, 
Ghana, Kenya, Malawi, Mali, Nigeria, Rwanda, Senegal, Tanzania, and 
Uganda. 

There is also a link to ‘View the full list of partners’ found under the ‘Partners’ 
tab. The list includes almost 250 names, introduced by the words ‘Special 
thanks to the hundreds of individuals, foundations, governments, institutions, 
and corporate partners who generously support the Millennium Villages 
Project’. The list describes that the partners support the MVP by providing ac-
cess to technology, in-kind donations, direct funding, and technical backing. 
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The two core partners, the Earth Institute and MP, are given prominence in 
much of the communication from the core of the MVP. For example, at the 
bottom of every MVP webpage, MP and the Earth Institute, Columbia Univer-
sity is emphasized with large logos as core partners. The two latter partners are 
further given prominent positions in communications of different kinds from 
the core of the MVP. 

To summarize this, some of the partners from the economic system seem to 
be given roles as implementing or supporting partners. But it is not clear 
whether or how they contribute to knowledge and innovation. One interpreta-
tion is that most of the partners listed under the ‘Partners’ tab are given passive 
roles as financial donors. However, the core partners, MP and the Earth 
Institute, Columbia University are upholding very salient and active roles in 
the MVP presentations and communications of different kinds. This arrange-
ment of giving heavy prominence to two core partners gives the impression 
that the MVP partnership may not be as inclusive as is stipulated in the pro-
ject’s communication. 

The economic system: Corporate partners, 
the example of Ericsson 

The Swedish multinational Information and Communication Technology 
(ICT) Company of Ericsson is one among the around 250 partners to be found 
on the ’Full list of partners’ on the MVP website. The sampled Ericsson docu-
mentation related to the MVP partnership, brings us back to 2002 and the UN 
World Summit on Sustainable Development in Johannesburg. On this summit, 
Ericsson proposes the idea to work with African countries within the UN 
framework to create a world market based on inclusiveness by forming part-
nerships with governments, international financial institutions, local commu-
nities and non-governmental organizations. In this context, Ericsson also 
underlines the importance of mobile communication as a way for developing 
countries to leapfrog technology development and use the most cost- and 
energy efficient communication solutions (Ericsson, 2002:6). 

In 2007, Ericsson published a press release announcing a partnership with 
The Earth Institute, Columbia University in the MVP. The aim of the 
partnership is said to contribute to fulfil the UN Millennium Development 
Goals (MDGs) by increasing the connectivity in the ten MVP African coun-
tries. Ericsson emphasizes its strong commitment to fighting poverty in rural 
Africa and that Ericsson would undertake the fight by working in partnership 
with the other stakeholders of the MVP. The story also covers the ambitions of 
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16. CROSS-SECTOR COLLABORATION IN INTERNATIONAL COMMUNITY 

Ericsson to explore the huge potential of mobile telecommunication and the 
Internet as means of transforming rural and resource-poor communities under 
the umbrella of the MVP. 

Over the years, Ericsson inexhaustibly repeats the fact that telecommunica-
tion and mobile connectivity possess an enormous capacity to support the aims 
of the MDGs. In the sustainability report of 2010, Ericsson communicate a new 
public-private partnership together with the Earth Institute, Columbia Univer-
sity, and MP. The initiative is named Connect To Learn (CTL), aimed at pro-
viding secondary schooling, especially targeting girls. The programme includes 
supplying ICT equipment and solutions, including broadband connections. 
Ericsson explains that ICT can play a major role in making the Millennium 
Development Goals happen, not the least in terms of the MDG education aims: 

Ericsson is developing new business models for ICT-enabled education ser-
vices. Together with mobile operators and others seeking to bridge the digital 
divide. The aim is to scale up innovative solutions to a broad population. 
Connect To Learn (CTL) is a first step. 

In support of these views, Ericsson contributes to the production of several 
studies on the impact of ICT in education and sustainable development in 
emerging countries during these years. One example is the ‘ICT in education 
study’ from 2013, which was based on one-year action research in collaboration 
with the Earth Institute. In the report (Ericsson, 2013:5), Professor Jeffrey 
Sachs, Director of the Earth Institute, Columbia University, and Special 
Advisor to the UN Secretary General, explains:  

We believe that new ICT public-private partnerships can help close the 
student achievement gap with key investments, policies and programs that 
can be scaled from local to national levels. This research study was designed 
and led by the CTL team at the Earth Institute...I heartily thank and commend 
our partners at Ericsson for their foresight in promoting ICT for education 
and for funding this study. It is a great pleasure and honor for us at the Earth 
Institute and the Millennium Villages Project to work together with Ericsson 
in Connect To Learn. 

In the Ericsson sustainability reports of 2007–2011, the readers are provided 
with several positive progress reports of the MVP. In the 2013 report, the MVP 
is not mentioned. However, it is recalled that the CTL education initiative 
reaches 40,000 students across three continents, including several Millennium 
Villages. In the sustainability reports of 2014–2015, the MVP is hardly 
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mentioned. But the rapid and steady extension and progress of the CTL pro-
gramme, often in Millennium Villages, is described in texts, numbers and pic-
tures. In 2014 the CTL programme reportedly reached 50,000 students and in 
2015, 76,000 students in 22 countries. 

In the sustainability report of 2014–2015, Ericsson’s top executives continue 
to advocate that Ericsson aims at connecting the 3.9 billion people not yet on 
the Internet, and to contribute to a sustainable development by innovative ap-
proaches and solutions that can be scaled up and replicated. In the sustain-
ability report of 2015:3, the CEO of Ericsson explains: 

This year I joined the board of the UN Foundation to support its work to 
improve health, increase prosperity, empower women and girls, and address 
climate change. As a commissioner on the Broadband Commission for Sus-
tainable Development and member of the Leadership Council of the Sustain-
able Development Solution Network, I am part of a strong multi-stakeholder 
platform for shaping policy recommendations and actions to move us closer 
to our shared goals. We are at a crossroads in sustainable development. 
Business-as-usual will not be sufficient to achieve the SDGs. Partnership will 
be a necessity, not an option. 

In summary, the views, strategies and solutions presented in the Ericsson sus-
tainability communication between 2002–2016 offer a story about Ericsson as 
an industry leader, having the responsibility and the opportunity to use its 
strong position to loudly advocate the creation of new cost efficient and sus-
tainable business models, products and solutions, also for the poorest and most 
remote areas of the world (e.g. Ericsson, 2003). Ericsson emphasizes the 
importance of cross-sectoral partnerships to fulfil the missions. An inter-
pretation is that the MVP, CTL, and the UN offer Ericsson important multi-
stakeholder platforms for executing its strategies and meeting its pronounced 
missions and objectives. The sampled data indicates that Ericsson plays an 
active role as a knowledge creator and contributor in the economic subsystem 
of the MVP. 

The political system: Governments and the UN 
In the MVP texts, it is explained that local, regional, and national governments 
play key roles in selecting MV sites and implementing interventions. The MVP 
also declares its heavy dependence on local governments and community 
participation in planning and carrying out interventions. In photos and films 
published on the MVP’s websites, there are narratives where representatives 
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from governments at different levels positively describe and support the pro-
gress of the MVP in its intervention areas. 

The UN and its affiliated agencies are given high visibility throughout the 
text material. It is described that partnerships with UN organizations ‘ensure 
strong country- and international-level connections to global policy agendas’ 
(MVP, 2013). The material further tells us that the UN played the lead role 
together with Professor Jeffrey Sachs in the establishment of the MVP. 

The MVP’s website illustrates that UN agencies and actors have been 
committed to providing continuous support and back-up to the MVP. For 
example, in October 2011, upon the launch of the second five-year phase of the 
MVP, which took place at the UN Headquarters in New York, well harmonized 
press releases were published on the MVP and on the UN’s websites. Secretary 
General, Ban Ki-moon, who recalled visiting the Mwandama Millennium 
Village in Malawi in the previous year with Jeffrey Sachs said: 

‘I saw first-hand how an integrated, holistic approach to development can 
help entire communities lift themselves from extreme poverty. The MDGs are 
interlinked, a comprehensive fight against poverty, hunger and disease’. 
(UN’s website) 

To summarize: the MVP emphasizes the importance of the MVP partnerships 
with governmental bodies at all levels. There are narratives being told by 
governmental representatives at different levels being expressed in the form of 
success stories in videos found under the ‘Resources’ tab on the MVP’s website. 
Such governmental representatives are named and titled, and they recall 
success stories related to their field of responsibility, for example health, local 
governance, or education. However, their actual roles and participation in the 
MVP remain unclear. Do they have empowered roles as knowledge creating 
and innovating partners contributing in the political subsystem? Or are they 
rather passive stakeholders that commend the MVP in the role of ‘outside’ 
governmental representatives? Boyd et al. (2009) report in an UNDP mid-term 
report from the MVP in Nigeria that the local government administration was 
willing to participate but their participation has been limited by MVP 
prioritizing other interests and by the MVP’s limited emphasis on the pre-
paration and execution of a coordinated approach to planning at the ward and 
local government level. In this study it is observed that the UN is given high 
visibility, but it still seems quite disputable what their role is. 
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The Media-based and culture-based public system: 
The Media and MVP Mbola Community members  

Website and media-based communication about the MVP 
Sampled texts indicate that the community members of the Millennium 
Villages are frequently depicted as victims of a poverty-trap from, which they 
are being rescued by the MVP interventions. Such evidence is often narrated 
as success stories, which are found in the approximately 4,000 MVP commu-
nity related photos, 80 videos, 29 scientific publications, and 26 reports, mainly 
progress reports and annual reports under the ‘Resources’ tab on the MVP’s 
website. Politicians, researchers, experts, and site team leaders are telling stories 
about the villages and their community members. Success stories and positive 
results from the interventions undertaken at the village level within the five 
sectors agriculture, health, education, infrastructure (including water and san-
itation) and business development are presented. The messages are validated 
with masses of village related content in photos and videos, and they are co-
herent with the positive progress reports and the results presented in the scien-
tific publications being directed through the agency of The Earth Institute, 
Columbia University.  

Individuals, presumably community members, are often included in photos 
or videos. Some of them are apparently students or teachers telling success 
stories about the MVP interventions in their village. Most often the persons are 
anonymous and unnamed. 

It is described in the MVP communication material that the community 
development interventions are identified and evaluated at the village level, and 
that the community members contribute with valuable local knowledge, sup-
ported by scientific teams and MVP partners. But the narratives from the 
villages, as depicted in words, photos and films, do not convincingly explain 
how these processes and activities function. Nor is it clarified if and how 
community members are actively included as active knowledge and innovation 
agents in line with the Quintuple Helix (Carayannis et al., 2012) knowledge and 
innovation processes to create a sustainable development through the media-
based and culture-based subsystem. Are the depicted community members 
telling their own stories in their own words? Or are the stories of the com-
munity members being authored and directed by the core of the MVP or by 
the Earth Institute? 

One interpretation of the sampled MVP created stories and communication 
is that it cannot be convincingly understood if and how the local, culture-based 
knowledge of the community members is considered and included in the MVP 
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knowledge and innovation system from a Quintuple Helix (Carayannis et al., 
2012) perspective. This interpretation is in line with results from field visits 
made in a UNDP Mid-term Assessment of the MVP in Nigeria (Boyd et al., 
2009: 49) stating:  

There are a wide variety of differing types of existing community institutions 
such as community based organizations (CBOs) - informal “esusu” credit 
groups, cooperative groups, youth groups, faith-based groups, sports clubs, 
farmers groups, traders associations and other types of groups, which can be 
useful in the implementation of MVP...There is evidence that these were not 
fully consulted in planning and implementing the MVP. For instance, in the 
area of choosing what projects were to be undertaken in schools, most of the 
MVP sectorial coordinators did not work in harmony with the Parents and 
Teachers Associations. 

Over the years, the MVP has used international media as a communication 
channel. For example, Professor Sachs (2005b), Director of The Earth Institute, 
Columbia University and a heavy influencer of the MVP signed a ‘Viewpoint’ 
in the BBC News titled ‘Why aid does work’. In the autumn of 2006, there were 
similar articles appearing with information about the launch of the MVP 
project and describing the ideas underpinning the initiative in The Economist 
(2006), The Independent (Bloomfield, 2006) and New York Times (Dugger, 
2006). An interpretation is that this is a result of press releases being sent from 
the MVP. 35 press releases are published under the ‘Resource’ tab on the 
MVP’s website. The MVP has over the years claimed that it builds on scientific 
grounds and that so do the chosen evaluation methods of the project. On the 
other hand, researchers, e.g. Clemens and Demombynes (2011), have been 
outspoken about the fact that they observe weaknesses in the MVP’s evaluation 
methods. Through The Guardian it is recalled that: 

None of the claims is supported by  published peer-reviewed research. The 
claims are also impossible to independently verify. A critical element of per-
suasive impact evaluation is that it is independent and transparent. An in-
dependent and transparent analysis of its data could make the MVP evalua-
tion more persuasive. 

MVP has received attention from media on the African continent, but not very 
vigorous attention from what has been found in this study. One example is 
Mhegera (2015) who balances positive and negative aspects of the MVP as 
follows: 

379 



 

 
 

 
 

  
 
 
 

 

 

  
  

 

 
 

  
 

  
  

   
 
 
 
 
 

 
  

    

BEYOND BORDERS 

Through the MVP, the Mbola cluster of villages have benefitted from one 
investment, which cannot be found in other Tanzanian villages... The team 
leader of the Millennium Village Mbola in Tanzania worries that there are no 
tangible plans for sustainability of the services provided by the MVP and that 
the village is facing a problem of “theirs” syndrome. The team leader was also 
referring to some reliable stakeholders, including some government officials 
who do see the project as belonging to donors. 

There is evidence that the MVP team introduces, and continuously updates, 
international media about the ideas and the progress of the MVP, meaning that 
the MVP aims at directing the content of international media reporting about 
the project and its progress. International, seemingly MVP-independent media 
and journalists (e.g. Munk, 2013) have reported positive and negative critics 
about the project. An interpretation is that international media contribute to 
shaping the Quintuple Helix innovation system (Carayannis et al., 2012) of the 
MVP through influencing the media-based and culture-based civil society. 

Experiences from site visits in MVP Mbola 
In 2005 there was a call for proposal posted by the Earth Institute at Columbia 
University, the United Nations Development Programme, and the non-profit 
organization Millennium Promise for funding Millennium Villages through 
holistic interventions projects in impoverished rural villages in Africa. Dr. 
Nyadzi, a Tabora based Tanzanian researcher in agro-forestry at ICRAF, 
World Agroforestry Center, brought together a team of colleagues to create an 
application for the call. The choice of site fell on Mbola, a village where Dr. 
Nyadzi had already performed research and, which he estimated would be well 
suited for the pre-conditions presented in the call for proposal. The application 
team had already experienced that there were visionary and engaged commu-
nity leaders and community members in Mbola. Some of the characteristics of 
Mbola that well suited the New York designed selection criteria were subsis-
tence farming in the area. The MVP Mbola village cluster is part of the Miombo 
woodland savanna climate zone of the Southern Africa plateau. Currently, 
there is one rain season a year with erratic rainfall patterns. The area faces a 
high rate of environmental degradation resulting from poor crop management 
practices, declining agricultural production, and destruction of the Miombo 
woodlands for fuel wood, which is widely used in the tobacco industry. Over-
grazing and the expansion of agricultural land have contributed to the decline 
of land productivity. Situated on low, hilly terrain, the selected MVP Mbola 
village clusters are spread out over an expansive area, which makes travel, ex-

380 



  

 
  

 
 

 
 

    
 

 
 

 

 

 
   

    
 

     
 

  
 

  
 

 
  

 

 

 
   

  
 

 

16. CROSS-SECTOR COLLABORATION IN INTERNATIONAL COMMUNITY 

change and trade between them difficult. There was also a general lack of basic 
infrastructure for health and education, limited access to financial institutions, 
and governments at different levels that were willing to be part of the MVP 
intervention community development project. 

MVP Mbola was approved for funding early in 2006 and officially launched 
as MVP Mbola in May 2006. Professor Jeffrey Sachs of the Earth Institute was 
one of the dignitaries present on the occasion. UNCP, the implementing 
partner of the MVP, recruited the main applicant for the MVP Mbola, Dr. 
Nyadzi, as head of the Tanzanian MVP team with responsibility for the project 
implementation and research. Around 40 individuals were employed to work 
with him. 

Mbola is a small rural village of around 300 households and 1,500 com-
munity members in the Uyui district in mid-western Tanzania. The muni-
cipality of Tabora, also the capital of the region Tabora, with around 200,000 
inhabitants is the closest town 36 kilometers away from Mbola. Tobacco has 
been a major source of income for the Tabora region for a long time and 
accounts for more than 60 per cent of the Tanzanian tobacco production. In 
line with the central intervention directives from MVP, the MVP Mbola was 
during the project period successively expanding in area and in the number of 
villages. In the final contextualization of the MVP Mbola, 20 administrative 
villages were clustered into six MVs, of which one was Mbola. Altogether the 
MVP Mbola village clusters had an estimated population of 38,740 persons 
(2011) with an area of 1,334 km2, representing about 10 per cent of the Uyui 
district area. 

Many partners were involved in the funding and implementation of the ten-
year (five-plus-five years) MVP Mbola, including: UN and UNDP, Ericsson, 
Panasonic, Airtel, Monsanto, Novartis, JM Eagles (USA), Millennium Promise 
(non-profit), The Open Society Foundations, (George Soros´s foundation), the 
Islamic Development Bank, and the governments of Japan and South Korea. 
Each partner funded a specific area of the MVP. For example, Monsanto 
focused on agriculture, Novartis on healthcare, while Ericsson and Airtel pro-
vided support in the form of base stations, connectivity and ICT equipment. In 
2011 the “Connect To Learn” (CTL) programme was established in Mbola. 
CTL was an ICT-related school project initiated in 2010 by Ericsson, together 
with The Earth Institute and Millennium Promise. The project targeted the 
issues of access to and the quality of secondary schools, especially for girls, in 
rural, impoverished villages, among them Mbola. 

At different administrative levels, e.g. the district, ward and local level, many 
groups and individuals were involved in the MVP Mbola. Examples are: 
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Governments, councils, committees of various kinds, chairmen of the village, 
individual community members, heads and coordinators of schools, farmers 
and food production entrepreneurs at the individual and cooperative group 
level. Moreover, the MVP Mbola village cluster did early become an important 
demonstration site for external visitors and dignities from all over the globe 
that have visited the MVP Mbola during the project period due to the MVP 
initiative: 

“We have had so many visitors coming. Therefore, we built a Visitor Center 
in the Mbola village. We also had the idea of creating an MVP library there”, 
and… “The Tanzanian president has visited the MVP Mbola twice.” (Former 
head of the MVP Mbola). 

From other districts they send teachers here to learn. (Head teacher). 

After the end of the project period, i.e. by 2016, the Mbola MVP had been 
phased out and the multiplicity of actors involved in the project had left. 
However, there are still multiple traces of the MVP intervention in the Mbola 
village cluster, including an improved infrastructure, such as local roads, in-
vestments in buildings and facilities, health services, schools, cooperatives, 
green houses, water and sanitation facilities such as boreholes and wells, com-
munity centres, as well as ICT and technical facilities and equipment used for 
generating energy, connectivity and fetching clean water. Also traces of soft 
resources are found, such as social networks, students and teachers’ skills and 
competence when it comes to ICT, language, and factual knowledge, but also 
in farming and food production. Traces of the MVP community intervention 
initiatives are also detected when it comes to entrepreneurship. The active and 
vivid Mbola Sustainable Development Group with around 30 enterprise mem-
bers focusing on tree planting and food production is one such example. 
Around 15-member enterprises, mainly related to food production, beekeep-
ing and honey production, but also planting endogenous trees, were estab-
lished. The initiatives of entrepreneurial activities came from the community 
members who were then supported by the MVP staff in the establishment and 
development in the form of cooperative enterprises. Most of these enterprises 
failed to survive and today four or five enterprises are still vivid. It is also evi-
dent that new international community development initiatives have emerged 
in the wake of the MVP. These capitalize on the villages’ infrastructure, know-
ledge, social networks, and changed management motivation for raising fur-
ther community development funding and projects.  
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Today, MP Tanzania is a registered Tanzanian NGO, initiated and headed 
by the former MVP Mbola Head. The aim of the new MP Tanzania is to run 
new community development projects. One example is the Opportunity for 
Youth Employment (OYE) project with the Dutch non-for-profit organization 
SNV as the implementer in partnership with the Mastercard Foundation and 
the Swiss Agency for Development and Cooperation. MP Tanzania is the local 
service provider in the Mbola implementation. The aim of the OYE project is 
to sustainably increase youth employment and incomes by providing skills and 
capacity development to prepare youth for entrepreneurship. The project was 
running between 2016 and June 2018. Between July and December 2018, SNV 
donated money for management costs in Tabora for the bridge period, while 
waiting for a new five-year OYE project, phase 2, to start in January 2019. The 
Swedish International Development Cooperation Agency (SIDA) is expected 
to be one of the funding partners here. 

Excerpts from talks with various local part-takers of the MVP Mbola about 
their experiences of the MVP are illustrated here below: 

We are proud that we are going up the ladder in Mbola… This is thanks to 
MVP. And you see, we have no security here. I believe in honesty. We need to 
collaborate in the village with enterprises, citizens, schools, parents and the 
community is always collaborating with the teachers. (Village Chairperson) 

The Mbola village has retained much learning from the MVP: knowledge of 
pupils, awareness of teachers, creativity. (Head teacher) 

When the MVP came, they taught people how to keep food, about education, 
and they helped to plan and develop health dispensers. (Ward coordinating 
teacher) 

From MVP Mbola we learn that community development projects can gene-
rate new projects. For example, we learnt in the MVP that cultivating passion 
fruit is well suited for our environments and has proven to be profitable. Now, 
in one of the new Mbola community development projects, the OYE project, 
growing passion fruit has become one of the business activities for new young 
entrepreneurs. (Former MVP Mbola head) 

In terms of scaling up, some of the MVP Mbola staff now work for govern-
ments, which is important for knowledge transfer. (Former MVP Mbola staff) 

Excerpts from wrap-up discussions with former MVP staff and researchers 
from Tanzania and Sweden: 
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Everyone knows that the donors/planners are here temporarily and that they 
will leave when the project is done.  

We know from own experience and from theory that without inner motiva-
tion and a sense of ownership, success in community development initiatives 
will fail to occur. When donations and gifts come from above and from far 
away, such as in the MVP – Governments, villagers – everyone – will not sense 
ownership. Such programs will not be sustainable. Sustainability requires 
dedicated ownership, motivation and involvement. 

In summary: The MVP Mbola intervention initiative can be characterized by 
some distinct community development features: i) the approach of the initia-
tive was much of a “top-down, ready-made design-to-fit-all” approach to a 
complex, holistic rural community intervention, ii) the participating cluster of 
villages was defined and thereby somehow selected by the MVP initiators 
through a call for proposals where local actors were invited to apply for parti-
cipation through well-defined criteria and selection processes, iii) ownership 
of the intervention activities and results during and after the project ending 
appears unspecified, iv) the role and responsibilities of the local community 
members and the national/regional/local governments during and after the 
project ending appear unspecified, v) no plans and processes of knowledge 
transfer, learning and scaling up across-villages during and after the project 
ending appear to have been brought to the forefront and realized. Conse-
quently, the local community members and the national/regional/local go-
vernments were not strongly and sufficiently encouraged and convinced to 
influence and take ownership of the implementation and of the ensuing results 
of a community intervention project that proposed a total transformation of 
the community members’ livelihood and lives. As expressed in the wrap-up 
group discussions with former MVP Mbola staff and Tanzanian and Swedish 
researchers, this appears to be a critical issue: 

Some of the MVP Mbola interventions are sustainable. Others have not been 
sustainable. (Former MVP Mbola staff) 

The sustainable MVP interventions are such interventions where receivers, 
beneficiaries or governments at different levels take ownership for further 
support and funding. (Former MVP Mbola staff) 
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The MVP plans were decided for the sake of the beneficiaries, but they were 
designed by bodies and institutions from “above” and from “far away” in New 
York. The villagers have obviously been viewed as receivers, beneficiaries, and 
spectators. We know from theory and practice that with this view on giving 
and receiving, the beneficiaries will always ask for more money – and other 
tangible things. Intangibles, such as skills, knowledge will generally not be 
asked for. (Swedish researcher) 

Discussion 
When analyzing the collected empirical data of the MVP Mbola international 
community development initiative using the Quintuple Helix model (Caray-
annis et al., 2012), seven groups of stakeholders and partners can be identified: 
Academy (education system), community members (media based and culture 
based public), media and literature (media based and culture based public), 
private corporations (economic system), donors (economic system), govern-
ments/governance (political system), and non-governmental organizations 
(economic system) (see figure 2). The Natural Environment system repre-
sented in the Quintuple Helix model (Carayannis et al., 2012:7) could not be 
identified as a stakeholder/partner and system component in the gathered 
secondary data. However, one insight from the site visit to Mbola is that the 
local natural environment was treated in the MVP Mbola as an important 
stakeholder/partner that must be protected and conserved. 

Further analysis indicates that the MVP Mbola initiative embraced varying 
forms of collaborations and partnerships. In intense MVP-managed commu-
nication, the MVP was being widely depicted as a bottom-up collaborative 
project where it was claimed that community members, as well as national, 
regional and local governments, were given prominent roles, were empowered, 
and leveraged the knowledge and the implementation processes. This vantage 
stance appears to have been downplayed in several ways as other actors were 
given more prominence in the project processes. For example, community 
members and national, regional and local governments seem to have been 
excluded from the design and development processes of the MVP intervention 
initiative.  
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Figure 2. Groups of stakeholders and partners identified 

Source: Own construction. 

It is evident that the stakeholders and partners of the MVP were given widely 
varying roles and functions. This is in line with Kernaghan’s (1995) model of 
partnerships. In the model, some partners may have consultative roles, 
supporting the collaboration with advice, for example staff from the MVP, 
UNDP, and the Earth Institute. Other partners may contribute with money 
and resources, for example donors. Yet other partners may have operational 
roles but are not empowered with decision making power. The operational 
roles seem to have been upheld by community members and local govern-
ments. In the MVP Mbola case, it is difficult to locate an actual collaborative 
partnership where all work, resources, and decisions are shared in the sense of 
Kernaghan’s (1995) partnership model. In general, the material offers no clear 
view of where, how, and by whom project planning, implementation and 
evaluation decisions and work were being made and executed. 

The documentation study offers little insight into the process of interaction 
and collaboration among the stakeholders and partners. Consequently, the 
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important interactions and the exchange of knowledge flows within and 
between the subsystems required to reach sustainable development and inno-
vation results (Carayannis et al., 2012:7) cannot be discerned. For example, 
how does knowledge from the community members of the MVP Mbola 
villages flow? And how is cross-sector know-how produced, shared, elaborated 
on and accessed? 

The results further suggest that the MVP was tightly engineered and direct-
ed by The Earth Institute at Columbia University in New York, in close 
collaboration with the UN sanctioned and New York based non-profit organi-
zation Millennium Promise. The objectives, plans, and manifest of the MVP 
seem well aligned with prescriptions and scripts that had been engineered and 
communicated by Professor Jeffrey Sachs in his many roles; as head of the 
advisory body for the UN Millennium Project, as special advisor to the UN 
Secretary-General on the Millennium Development Goals, as Director of the 
Earth Institute, Columbia University, and as a co-founder of Millennium 
Promise. Seemingly overly optimistic success reports dominate the one-way 
directed communication from the websites of the MVP and its prominent 
stakeholders. 

The MVP manifest is described as a collaborative bottom-up, cross-sector 
initiative, involving partners from governments, non-governmental organiza-
tions, the private sector, civil society and academia. The analyses rather indicate 
the MVP being more of a top-down initiative, designed, engineered, directed, 
and tightly controlled from the core of the MVP in New York, from where 
ready-made and, so said, science-based solutions were delivered for implemen-
tation in the remote Millennium Villages in Africa. One important insight 
from this study is the fuzziness of the concept of collaboration. There is a large 
body of research on collaboration. Very few address the variation in collabora-
tions in cross-sector projects involving global partners. As illustrated by the 
case, there are multiple types of collaborative partnerships within cross-sector 
collaboration. Future research needs to address this complexity. 

Another observation from this study that calls for attention is what we refer 
to as ‘the dark side’ of cross-sectoral community development collaborations. 
As illustrated by the MVP case in this study, the central core of the MVP has 
quite one-sidedly focused on communicating the positive outcomes of such 
collaborations. On the other hand, it is evident that there are aspects in the 
design, implementation, and sustainability of the projects that may not be 
favorable to all stakeholders. As implied by the empirical material of this study, 
there is a tendency to victimize community members by making them believe 
that they need to be saved and empowered. This implies, among other things, 
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that their inherent knowledge, experiences, and ability for problem solving and 
innovation are treated as having no value. Could this be due to the lack of 
clarified and agreed upon ownership and accountability in cross-sector 
collaborative international community development initiatives such as the 
MVP? There is a need to study how such collaborations address issues related 
to ownership and accountability. 

A final aspect that needs more attention is the evaluation of cross-sector 
collaborative international community development projects. As is the case 
with the evaluation of the MVP (Mitchell et al., 2018), the focus tends to be 
entirely on pre-defined quantitatively measurable outcomes and impacts of the 
project. But what about the process evaluations of the complex, cross-sector 
community development project? Our visit to Mbola suggests that some of the 
interventions of the MVP project have resulted in positive sustainable out-
comes while others did not result in sustainable outcomes. How could these 
different outcomes be understood? More research is needed to explore and 
learn more about the so commonly initiated and implemented cross-sectoral, 
collaborative, international community development initiatives when it comes 
to the processual components and outcomes of such projects regarding scal-
ability and sustainability. 
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Te two topics highlighted in this volume, entrepreneurship and cooperatives, 
and education within these felds, may be regarded as essentially disparate 
themes. However, looking more closely it is apparent that these have some 
interesting intersections. Te main focus relates to innovation and entrepre-
neurship among co-operatives, the public sector, and the private sector 

Tis work is a product of the collaboration between Södertörn University in 
Stockholm, Sweden, and Moshi Co-operative University in Moshi, Tanzania. 
In both countries we aim to understand, how enterprises with diferent 
ownership forms and other kinds of state and private organizations contribute 
to economic growth or decline. Te volume is an overview of research about 
entrepreneurship and co-operatives but also of education in these areas. Te 
intention is to contribute to the promotion of research on these topics in both 
countries and enhance future collaboration between the two Universities. 
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