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Abstract
With human papulations growing and the demand for food rising, agriculture and the organisations
surrounding it, are becoming increasingly important. There is a large potential for an increase in the dairy
production in Zambia however, currently the Zambian dairy chain is underperforming due to numerous
reasons amongst which is the lack of collaboration in throughout the dairy chain. A prime example of
such collaboration is that of the strategic alliance. The objective of this research is “to determine which
strategic alliances are currently being utilized by milk collection centres (MCC's) in the Zambian dairy and
why these specific strategic alliances are being used”.
A literature study was conducted to understand the concepts of the thesis as well as generate scientific
knowledge on strategic alliance typology and generate a base upon which empirical data collection could
be done on the MCC’s in Zambia. Empirical data collection was done by interviewing 10 MCC’s whom
were taken as a sample from the total population.
The result of this research is the identification of a total of 5 strategic alliances currently being utilised by
MCC’s in the Zambian dairy chain, of which a total of 11 alliance partners have been identified. The main
reason for the creation of strategic alliances is for the marketing of milk. Further strategic alliances are
created in order to meet the needs of the members of the MCC’s whereas the remaining strategic
alliances are created due offers that have been made to MCC’s.
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Management Summary
The Zambian dairy sector has the potential to play a role in the driving of the Zambian economy,
improving food security, nutritional status and add to the attainment of a number of the sustainability
goals. However, this sector is currently underperforming for large number of reasons one of which is the
lack of collaboration throughout the chain. Dairy cooperatives running MCC’s have been depicted to play
a large role in the dairy sector representing large groups of farmers as well as linking together actors in
the dairy supply chain. Several studies on smallholder and commercial dairy production have been done
in countries throughout Africa and other parts of the World. In a study conducted by the Centre for
Development Innovation in Wageningen, East African countries were analysed in order to explore
possibilities for improvement of the chain (Makoni et al, 2013). This report highlighted the complexity of
the sector and the importance of management, coordination and collaboration across the entire chain.
One such form entailing management, coordination and collaboration is the strategic alliance. In a broad
sense, a strategic alliance can be defined as 'cooperative agreements of any form aimed at the
development, manufacture and distribution' of products (Zollo et al., 2002). Thus, the objective of this
research is “to determine which strategic alliances are currently being utilized by MCC's in the Zambian
dairy and why these specific strategic alliances are being used”. To achieve the research objective a
general research question (GRQ) is formulated: "Which strategic alliances are being used by MCC's in
Zambia's dairy chain and why are these strategic alliances being used?" In order to answer the GRQ the
following sub-research questions have been formulated:
1. What is the position of MCC’s in a dairy supply chain; (a) according to the literature? and (b) In the
Zambian Dairy chain?
2. What are the organisational characteristics of MCC’s; (a) according to the literature? and (b) In the
Zambian Dairy chain?
3. What are the activities that a MCC carries out; (a) according to the literature? and (b) In the Zambian
Dairy chain?
4. Which strategic alliances currently being utilized by MCC’s; (a) according to the literature? and (b) In
the Zambian Dairy chain?
5.Why are these specific strategic alliances being utilised by MCC's; (a) according to the literature? and
(b) According to the management of MCC's in the Zambian dairy chain?
A literature study was conducted to answer (a) aspects of all the SRQ’s to create a picture of MCC in their
independent chains as well as define and explain the fundamental theories involved. Based on the study,
a conceptual framework was conceived and then operationalised. Based on this operationalisation an
interview guide was created which could be taken to Zambia for empirical data collection.
The (b) aspects of the SRQ’s were designed for the collection of empirical data. For the empirical data
collection a sample of 10 MCC’s were selected to take part in a semi structured interview using an
interview guide.
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Based on the results of the literature study and the empirical data the following conclusions can be
made:









Position in the chain: All MCC’s are supplied by farmers or other MCC’s. In Zambia, all MCC’s sell milk to
processors or process the milk themselves for further sale. Seldom cases of unprocessed milk sales have
been registered.
Organisational Characteristics: Two types of MCC’s are found in Zambia namely; marketing MCC’s and
Marketing & Processing MCC’s. Despite their type, all MCC’s are cooperatively owned. Corporate
governance of MCC’s was done by means of ‘the traditional model’ where a BOD is elected from the
members and a manager manages the MCC. Legally, all MCC’s are registered as Ltd. companies where
the only differentiation is made between an association, cooperative or Union. Member numbers vary
from 30 to 300 and a radius of up to 25kms.
Functions and activities of MCC’s are the marketing and possibly processing of milk followed by
beneficiary activities such as supply of inputs, services, trainings and others, all of which members are
dependent on.
Alliances found in the Zambian dairy chain are actions sets, strategic cooperative agreements and
cooperatives.
Alliances formed are for two reasons; (1) to meet the needs of MCC members and (2) offers by
organisations made towards the MCC result in an alliance. The largest and most common alliance is
related to the marketing of milk that has been bulked by the MCC.

Finally, the answer to the GRQ is thus that MCC’s in the Zambian dairy Chain form 4 types of strategic
alliances ranging from basic yet firm agreements to the creation of cooperatives or unions. MCC’s
engage into strategic alliances to best meet demands of their members suffering challenges across the
chain and to tackle vertical challenges that the MCC’s themselves are facing in the Zambian Dairy Chain.
As well as this, alliances are formed with MCC’s due to offers organisations make to the MCC’s. An
overview of these alliances is given in the table below.
Types of Strategic alliances

Motives

Example Organisations

- Action Sets with processors
- Cooperative agreements
with Processors
- Formation of Unions
between MCC’s (cooperatives)

Marketing of milk

- Parmalat, Zammilk, Varun
- CDDCU
- Chibombo Union
- Mukulu Dairies

- Action Sets with suppliers
- Cooperative agreements
with suppliers

Agro-Input Supplies

- Livestock Services Ltd.
- VET-24

- Action Sets with suppliers
- Cooperative agreements
with suppliers

Feed Suppliers

- Livestock Services Ltd.
- National Milling

- Action Sets with NGO’s
- Cooperative agreements
with NGO’s

Training, Education and
NGO Beneficiaries

- SNV
- CZDA
- Agriterra
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1.0 Introduction, Problem analysis and Research Design
The following chapter will present the introduction, project context, problem definition, research
objective, research questions, research strategy and the method used to carry out this thesis.

1.1 Introduction
The human population living on this planet is growing on scales that have never before been witnessed,
and with it the pressure on achieving sustainable development is increasing. On the 25th of September
2015 the United Nations (UN) adopted a new agenda in which the vision for a fairer, more peaceful
world in which no one is left behind by highlighting 17 sustainable development goals (SDGs) which are
to serve as guidelines of progress in the coming 16 years (FAO, 2016).Within these 17 SDGs the food and
agriculture organization (FAO) has chosen to focus on 3 broad priorities namely; (1) end poverty, hunger
and malnutrition; (2) enable sustainable development in agriculture, fisheries and forestry; (3) combat
and adapt climate change (FAO, 2016).
Collaborating closely with the Food and Agricultural Organization (FAO) is the United Nations industrial
development agency, which has 3 programmatic fields in which they focus, in order to assist in the push
for a more sustainable planet, closely linked to the 3 main focus areas of the FAO. The three goals; (1)
Creating shared prosperity; (2) advancing economic competitiveness; (3) safeguarding the environment;
aim to eradicate poverty through inclusive and sustainable industrial development (ISID) which is
focussed on helping the UN and the world achieve the 2030 SDGs. The combination of the UN, SDGs,
FAO and UNIDO's goals is aimed to result in significant progress by the year 2030. In turn, in order to
achieve these goals agribusiness and agriculture will be playing a key role (FAO, 2016; UN, 2016; UNIDO,
2016; OECD-FAO, 2016). The context of the agricultural aspects and practices will have a special focus on
that of Sub-Sahara Africa, where the nearly 1 billion people living in that region rely on agriculture to
provide for them (OECD-FAO, 2016).
The republic of Zambia is a land locked country within Sub-Sahara Africa (SSA) situated south of the
equator. The country has an abundance of natural resources yet economic diversification is a large
developmental challenge in the country with the majority of the population relying on agriculture for
their livelihoods (OECD-FAO, 2016; Ngigi et al., 2010). The UN states that agriculture and the trade within
SSA, the South African Development Community (SADC) and Common Market for Eastern and Southern
Africa (COMESA) has the biggest potential to boost broad-based and inclusive economic growth (UN
Country Team Zambia, 2015).
The dairy chain is one such area in agriculture in Zambia that is developing and can be developed further.
Demand levels for dairy products in domestic and regional markets are likely to increase significantly and
the country is able to sustain more than double the amount of its current population of cattle (World
Bank, 2011). There are currently three main ways in which milk in Zambia is entering the formal market1
namely; (1) Through a cooperative action of smallholder farmers, medium scale farmers and Parmalat;
1

The formal market is the market where all purchases and sales are registered, whereas an informal market is a
market place where no sales or purchases are registered.
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(2) Through privately owned industries (POI's) or incorporated companies; (3) Through the import of milk
powder or private label milk products.
Projects surrounding the organisation of collaborative systems of Dairy Farmers are investing large
amounts of time and money to enable small holder farmers to not only produce milk but also to assist
these farmers in developing farming methods and quality standards.

1.2 Project Context
The dairy subsector has the potential to play a role in the driving of the Zambian economy, improving
food security, nutritional status and add to the attainment of a number of the sustainability goals
worldwide (see introduction). The dairy sector in Zambia is split in two sectors; (1) the formal market and
(2) the informal market (Kaira et al., 2016). According to Kawambwa (2014), over 80% of the raw milk
that is produced in Zambia originates from the traditional sector which accounts for 253 million litres of
milk per annum. However, up to 90% of this total milk supply does not reach the formal market. This
being said, the statistics from the FAO show that there is a deficit in the amount of milk needed by the
country. The FAO state that of the 141,000 metric tonnes of milk that is consumed on the official market,
only 89,000 metric tonnes is being produced locally, with a further import of 65.000 metric tonnes
(FAOSTAT, 2013). Furthermore, studies indicate that the per capita consumption of milk in Zambia is 19.5
litres per year, far below the recommended 200 litres a year as recommended by the FAO and World
Health Organisation (WHO) (ACF, 2011; Kawambwa et al., 2014). The above indicates that there is
therefore a large potential market that can be fulfilled in terms of milk consumption.
Figure 1 is a representation of what a dairy supply chain looks like in general (Glover et al., 2014).

Figure 1 Simplified model of the dairy supply chain (Glover et al., 2014)

The supply of milk in Zambia originates from three types of farmers namely; (1) large commercial
producers (2) emergent or medium sized dairy farmers and (3) traditional small-scale farmers (Kaira et
al., 2016). Parmalat, an Italian stock listed company, is the largest processor of milk in Zambia and also
accounts for 50% of the total milk market share followed by Zammilk at 20% and Diamondale at 12%
(Kaira et al., 2016). Unlike the privately-owned industries (POI's) and the stock listed Zammilk, Parmalat's
industry is fully reliant on the production of milk by dairy farmers in Zambia as it does not own any dairy
farms itself. Smallholder farmers producing milk that is utilized by Parmalat is not directly delivered to
Parmalat, but rather the smallholder farmers have organised themselves in cooperatives that manage
milk collection centres (MCC’s) throughout the country (Kawambwa et al., 2014). At the MCC the milk is
usually bulked, chilled and then sold to processors, such as Parmalat (Kawambwa et al., 2014).
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The World Bank (2011) indicated that the Zambian dairy industry is currently underperforming for a large
number of reasons and indicate that more collaboration is needed along the chain with public and
private actors working together to collectively increase efficiency, quality and competitiveness. More
specifically the World Bank (2011) states that dairy cooperatives (MCC’s) play a large role in the
development of the Zambian dairy industry. The World Bank (2011) states that to date (2011) Parmalat is
the only firm that has invested in supply chain linkages with small-scale farmers, with experience
showing that there is a large potential to be unlocked in the dairy supply chain, especially with the aid of
cooperatives and MCC’s. A large aspect of the Zambian dairy supply chain (SC) is the role of MCC’s.
Figure 2 shows the Dairy Value Chain (DVC) in Zambia.

Figure 2 Dairy Value Chain in Zambia (ACF, 2011)

The first contact moment for small-scale farmers in this dairy chain is with a MCC or in some cases the
local community or a retailer/trader (ACF, 2011). The vast majority of milk that reaches formal markets,
from small-scale farmers, goes through a MCC and is linked to a farmer cooperative or farmers working
11
Hielke Martin Sportel – 891105-791-030

Strategic Alliances in the Zambian Dairy Chain
in collaboration to improve production, quality, supply and other activities in support of enabling and
stimulating small-scale, local production (ACF, 2011).
The benefits that MCC’s can have for a dairy supply chain in Africa are large. Several studies (Rademaker
et al., 2015; Vernooij et al., 2010;) have highlighted the potential benefits of MCC’s, with some examples
being; (1) better milk prices and thus more motivation for small scale farmers to supply to a formal
market; (2) discounts from input suppliers; (3) public grants; (4) investment capital; (5) rural
developments and many more.

1.3 Problem Definition
As aforementioned, the Zambian dairy sector is underperforming. However, Zambia has the resources to
perform better in the dairy sector (World Bank, 2011; Kawambwa et al., 2014). Half of Zambia's formal
milk market is supplied by Parmalat Zambia which relies on milk production by local farmers from all
classes of sizes including small-scale farmers, whom operate mainly through MCC’s throughout the
country. As indicated above, efficiency and productivity from small-scale farmers has the potential to be
unlocked in several ways, one of which is investment in MCC’s by chain stakeholders such as Parmalat.
Collaboration in a dairy chain is not an uncommon or unpractised concept in Africa, especially among
that of smallholder dairy farmers (Makoni et al., 2013). Although not all of the MCC’s in the supply chain
to Parmalat may be labelled as cooperatives, all the MCC’s work on a collaborative or cooperative
manner and were established by development partners such as ZATAC, GART, Land O’Lakes, MBT (ACF,
2011). This collaborative manner of operation entails that MCC’s in Zambia act as a hub for several
stakeholders in the dairy chain ranging from input suppliers to processors such as Parmalat. The World
Bank (2011), the ACF (2011) and Parmalat themselves have all indicated the importance of MCC’s in the
dairy chain and have also indicated that there is a large difference in the stability and performance of the
MCC’s and thus also the performance of the dairy chain itself.
Several studies on smallholder and commercial dairy production have been done in countries
throughout Africa and other parts of the World. In a study conducted by the Centre for Development
Innovation in Wageningen, East African countries were analysed in order to explore possibilities for
improvement of the chain (Makoni et al, 2013). This report highlighted the complexity of the sector and
the importance of management, coordination and collaboration across the entire chain. One such form
entailing management, coordination and collaboration is the strategic alliance. In a broad sense, a
strategic alliance can be defined as 'cooperative agreements of any form aimed at the development,
manufacture and distribution' of products (Zollo et al., 2002).
MCC's in Zambia are, as above mentioned, all individually set up in a collaborative manner, whereby
each MCC has the ability to form strategic alliances throughout the chain in order to serve as the best
possible hub for all the stakeholders throughout the chain. It is however still unclear as to what alliances
have been formed by the MCC’s in Zambia. Figure 3 shows an example of how a MCC can act as a hub in
a dairy chain, with the arrows in the diagram representing the strategic alliances that can be in place. In
the Zambian dairy chain and it’s MCC’s it is currently unclear as to what strategic alliances have been
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formed by the various MCC’s and why they have been formed, leaving a significant knowledge gap to
filled.

Figure 3 Milk collection centre (MCC) acting as a hub (Authors own source)

1.4 Research Objective
The objective of this research is:
“to determine which strategic alliances are currently being utilized by MCC's in the Zambian dairy and
why these specific strategic alliances are being used.”

1.5 Research Framework
The objective of this research is to determine which strategic alliances are currently being utilized by
MCC's in the Zambian dairy and why these specific strategic alliances are being used. The key concepts in
this research are supply chain management and strategic alliances. Whilst going through literature a
theory selection has been made which can be used for this research. Table 1 indicates the theoretical
focus of this research with relation to the key concepts.
Key Concepts
Supply Chain Management

Theory
Theory on Supply Chain Management

Strategic Alliances
Table 1. Theoretical Focus

Theory on Strategic Alliances

The research framework is displayed in Figure 4. This flowchart is an organised representation of the
research structure. The research is divided into three parts; literature study, empirical study and the
analysis of the results for report construction. In the literature section, a conceptual framework will be
produced, derived from literature which focusses on the key concepts. This will be produced into a
conceptual framework, upon which the interviews will be made. The empirical section represents the
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interviews only. The results to these steps will be used in answering the general research question (GRQ)
which will take part in the last section of analysis and report writing.
Literature Study

Empirical Study

Analysis, Formulating
results & Report writing

Conceptual Framework:
Theory of
Supply Chain
Management








Supply chain management in
the dairy chain – Position of
MCC’s
Ownership structures of
MCC’s
MCC’s Activities
Strategic alliances
Strategic Alliance typologies
Strategic alliances in MCC’s

Theory on
Strategic
alliances

Conclusions
& Answers to
GRQ

Operationalisation of
the theory

Creation of interview
guide that can be taken
into the field

Conduction of
structured and
semi
structured
interviews
with
Management
of MCC’s
which will
form the case
studies

Analyse results
from Literature
and empirical
studies

Figure 4. Research Framework

1.5 Research Issue
The following section of the report will introduce the research questions with regard to the research. The
research questions are derived from the research framework.

1.5.1 General research question
In this section, the general research question is stated. Together with the sub-research questions, the
questions should deliver enough information to answer the research objective which has been
mentioned before.
The general research question (GRQ) is:
"Which strategic alliances are being used by MCC's in Zambia's dairy chain and why are these strategic
alliances being used?"

1.5.2 Sub-Research questions
The sub-research questions (SRQ's) are necessary in order to be able to answer the GRQ. Each SRQ is
split into two parts; a literature section and an empirical section.
1. What is the position of MCC’s in a dairy supply chain; (a) according to the literature? and (b) In the
Zambian Dairy chain?
2. What are the organisational characteristics of MCC’s; (a) according to the literature? and (b) In the
Zambian Dairy chain?
3. What are the activities that a MCC carries out; (a) according to the literature? and (b) In the Zambian
Dairy chain?
14
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4. Which strategic alliances currently being utilized by MCC’s; (a) according to the literature? and (b) In
the Zambian Dairy chain?
5.Why are these specific strategic alliances being utilised by MCC's; (a) according to the literature? and
(b) According to the management of MCC's in the Zambian dairy chain?

1.6 Defining Concepts
This thesis builds its foundations on two core concepts which will be defined in this section.
Supply Chain Management
“The discipline of optimising the delivery of dairy goods, services and related information from supplier
to customer” (Bigliardi & Bottani, 2010)
Strategic alliances
A strategic alliance can be defined as “cooperative agreements of any form aimed at the development,
manufacture and distribution' of products” (Zollo et al., 2002).

1.7 Research Strategy
Section 1.7 discusses the research strategy; which is the coherent manner in which the research will be
carried out (Verschuren & Doorewaard, 2010).

Characteristics of Case
Study (Verschuren &
Doorewaard, 2010)
1. A small domain,
consisting of a small
number of research units
2. Intensive data
generation
3. More depth than
breadth
4. A selective, i.e.
strategic sample

5. An assertion
concerning the object as
a whole
6. An open observation
on site
7. Qualitative data and
research methods

Summary of thesis research strategy
Characteristics of research

This study focusses on the dairy chain within Zambia, with research units
being between one and a few dozen
Through a large amount of literature, and empirical research and the depth
of the research required intensive data will need to be generated
By means of face to face interviews, triangulation of data sources and
combination of different types of interviews more depth that breadth will
be achieved.
In this research, a random sample is not taken but a strategic sample is
taken. This can have consequences for the external validity; however, this
will be compensated for based on a well prepared conceptual design and
background information which will guide the selection of samples.
This research will have holistic aspects thus resulting in open interviews in
a face to face setting. Also, participant and non-participant observation will
take place.
Many of the interviews that will be held shall be on location such as milk
collection centres and processor locations
The data that will be collected will be qualitative data together with in
depth information as much as is possible

Table 2 Summary of the research strategy

15
Hielke Martin Sportel – 891105-791-030

Strategic Alliances in the Zambian Dairy Chain
The strategy that is chosen for doing the research is dependent on three factors; (1) Breadth vs Depth;
(2) qualitative vs quantitative research and (3) Empirical vs Desk research (Verschuren & Doorewaard,
2010). Based on the characteristics described by Verschuren & Doorewaard (2010) on the types of
research strategies that are existent and the characteristics of this research a case study approach is the
best strategy to attain an answer to the research questions. Table 2 indicates the properties of a case
study and why this research resembles such research.
Summarizing the above, there are two types of Case study ;(1) Single case study and (2) the comparative
case study. Based on the description of Verschuren and Doorewaard (2010) this research will be a
comparative case study where different case studies will be compared with each other.

1.8 Research Methods – Literature Study
The following section depicts how the literature study of this research has been conducted. The
literature study in this research serves two purposes. The first being to create a general idea of the study
subject. In order to study what MCC’s are and how they form strategic alliances in the Zambian dairy
chain it was necessary to understand what core concepts and theories could be found surrounding
strategic alliances and supply chain management. This phase also gives more understanding as to what
scientific benefit this thesis may have for literature databases. Secondly, in order to create the semistructured interviews, it was necessary to have a basic understanding of what MCC’s are and how they
function in order to be able to create the interview guidelines which will give this thesis it’s empirical
result.

1.8.1 Literature study
In order to gain the information needed to answer the GRQ and SRQ's background information is
necessary. The literature review played an integral part of this research process including the clarification
of ideas, establishment of theoretical roots and development of research methods (Kumar, 2014).
The literature study in this study was used to define the key concepts and interpret them into a
theoretical framework. Based on the theoretical framework the literature can be used to either dig
further for answers to the SRQ’s as well as for the GRQ. This type of information source is labelled by
Kumar (2014) as being secondary information, which is information which already exists, but needs to be
extracted. As can be seen in the section 1.5.2 there are two parts to each SRQ of which part (a) is
deemed the literature aspect of the question. The goal of the literature study is to answer
SRQ1a,2a,3a,4a & 5a
Searching for existing literature & theoretical framework
The sources of the literature that will be used are books, journals, conference papers and the internet.
The above defined key concepts will be used to create a large and broad data base from which a deeper
more in-depth review can take place. As prescribed by Kumar (2014) the critical reading of the literature
will lead to main themes and issues that are of relevance which will then be developed into a theoretical
framework. This will be done by classifying the information into the main categories of themes and
theories that exist in the literature. The theoretical framework will then be operationalised and carried
on for use in the empirical study.
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2.0 Literature Study
The following chapter presents the literature study that was conducted for this thesis. As was seen in
section 1.5.2 the sub research questions are split up into two core aspects with each question having (a)
a literature aspect and (b) an empirical aspect. Based on this, the following questions will be answered in
this chapter:
1. What is the position of MCC’s in a dairy supply chain; (a) according to the literature?
2. What are the organisational characteristics of MCC’s; (a) according to the literature?
3. What are the activities that a MCC carries out; (a) according to the literature?
4. Which strategic alliances currently being utilized by MCC’s; (a) according to the literature?
5.Why are these specific strategic alliances being utilised by MCC's; (a) according to the literature?
Furthermore, there are two defined core concepts which are present throughout this study namely;
supply chain management and strategic alliances. These two concepts shall be answered in section (2.1.
and 2.4.).

2.1 Supply chain organisation
The following section is based on supply chain management and aims to answer sub research question
1a (SRQ 1a) namely: 'What is the position of MCC's in a dairy supply chain according to the literature?' as
well as define the key concept of supply chain management. This section starts by defining supply chain
management followed by; integration throughout a SC, the AFSC, the dairy SC and finally the positions of
MCC’s in the dairy chain as well as the conclusions to this section.

2.1.1. Defining supply chain management?
There are many explanations and definitions of what supply chain management is, and how supply chain
management (SCM) effects business and business processes. Real interest in SCM started in 1980's as
firms started experiencing benefits from collaborative efforts between themselves internally and
externally (Lummus & Vokurka, 1999). Definitions of SCM vary between authors and researchers in many
ways and many different visions, opinions and scientific documents describe different aspects within
supply chains (Mentzer, et al., 2001).
Based on the literature two definitions of SCM have been selected:
1. 'a set of three or more entities (organizations or individuals) directly involved in the upstream and
downstream flows of products, services, finances, and/or information from a source to a
customer (Mentzer, et al., 2001).
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2. 'The design and management of seamless, value-added processes across organizational
boundaries through the integration of people and technological resources to meet the real needs
of the end customer (Fawcett, Ellram, & Ogden, 2014)'
Based on the above two definitions it is possible to state that supply chain management entails the
collaborative efforts between organisations/individuals to deliver a product/service to end consumers,
by synergizing/combining/integrating flows of product/service inputs from the source to the end
consumer.

2.1.2 Integration throughout the supply chain
Building up on the above definitions, Fawcett et al., (2014) state that when SCM is placed into practical
terms, SCM is associated with better information exchange, shared resources and win-win relationships
amongst chain members. This entails collaboration, with benefits by and for all actors in the supply
chain. The level of collaboration is dependent on the level of integration a firm has with customers and
suppliers (Fawcett et al., 2014), which is illustrated in Figure 5 below.

Figure 5 Level of firm integration with suppliers and customer (based on Fawcett et al., 2014)
As can be seen in the simplistic diagram (Figure 5), a firm (organisation) is situated at a central point
between suppliers at the utmost beginning and customers at the utmost end of the supply chain (SC). It
is important to note that they are all linked in both directions and that each actor has an influence on the
other. To elaborate this diagram further, Figure 6 represents a more complex framework in which supply
chain management can be represented (Lambert & Cooper, 2000).
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Figure 6 Supply chain network structure (taken from Lambert & Cooper, 2000)
As can be seen in Figure 6, the firm (focal company) stands central between several 'tiers' which stand
either way of the firm and on which the firm in turn is depending. The strength and dependence of the
connection between the tiers to the focal company, fig. 5 and fig. 6, can be referred to as the degree of
integration in of the supply chain (Fawcett et al., 2014), which as aforementioned, affects the level of
collaboration between stakeholders across the chain.
The levels of integration predetermine how activities within a supply chain will function. Mentzer (2001)
summarized the activities surrounding SCM in a model which provides an overview of the activities that
occur within a supply chain, which is shown in Figure 7 (Mentzer, et al., 2001). Figure 7 represents the
model which shows the typical business functions within a supply chain and it is argued that without the
inter-functional coordination of these activities, a successful supply chain is not attainable (Mentzer, et
al., 2001).
Full coordination of these activities can be achieved by (Lummus & Vokurka, 1999; Fawcett, Ellram, &
Ogden, 2014; Mentzer, et al., 2001; Lambert & Cooper, 2000):
1.
2.
3.
4.
5.
6.
7.

Linking the supply chain to overall business strategy
Mutual Goal development
Systems of chain analysis and performance
Management of supply through means of partnerships
Customizing logistics; customer tailored
Implementing information systems to support decision making
Performance measurement across the chain ion both service and financial aspects
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Figure 7 Model of Supply Chain Management (taken from Mentzer et al., 2014)
'Successful integration and management of key business processors across members of the supply chain
will determine success of a single enterprise' (Lambert & Cooper, 2000). Implementation of SCM
requires for organisations to define with which of the chain members a critical link must be made, which
processes must be linked and the level of integration of each link determined (Lambert & Cooper, 2000).
The entire goal of SCM eventually leads to increased process efficiency and effectiveness for the whole
supply chain, in which the benefits must be equitably distributed (Lambert & Cooper, 2000).

2.1.3. The Agri-Food supply chain
Now that SCM has been defined and the core activities have been brought to light, a closer look can be
taken into SCM theory with more relevance to the dairy chain.
The AgriFood supply chain (AFSC) has become of great importance in the AgriFood industry, especially
with a projected rise of 70% on global food demand by 2050 (Tsolakis et al, 2012). Furthermore, the
AFSC is a chain apart from regular supply chains in terms of regulations, protection and the properties it
carries. Tsokalis et al (2014) state that not only sustainability aspects (human needs, employment,
economic prosperity, environmental protection, etc.) are playing a larger part in AFSC's, but so is the
development of the AFSC's itself, as supply chains (SC's) are becoming more integrated and more
complex.
In general, AFSC's are all the activities involved a 'farm-to-fork' sequence, where farming (production of
crops), processing/production, testing, packaging, warehousing, transportation, distribution and
marketing all play a roll, as is referred to in Figure 7 above. AFSC's are, however, different from the
above due to the characteristics of AFSC’s. Lusine et al. (2007) state that AFSC's are different from other
SC's due to a number of factors including:
1. Shelf life constraints and perishability of products
2. Long production throughput time
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3. Seasonality of production
4. Physical product features like taste, smell, odour, colour etc.
5. Conditioned transportation and storage
6. Product safety
7. Natural conditions e.g. weather, affect quantity and quality of the product
These above-mentioned factors are part of a large number of key issues that make AFSC's more complex
than normal supply chains, and this must always be taken into account when looking into such a chain,
such as that found in the dairy industry.

2.1.4 The Dairy Supply chain
The research in this research is focussed on Milk Collection Centres (MCC's) in the Zambian Dairy chain.
Now that SCM and AFSC's have been briefly introduced, the dairy supply chain (DSC) will be elaborated
on.
As aforementioned, AFSC's have several factors which set them apart from other supply chains due to a
number of characteristics, and this is especially true for the dairy supply chain for instance shelf life
constraints, product safety and conditioned transport. Figure 4 is a simplified overview of a dairy supply
chain (Glover et al., 2014).

Figure 8 Dairy supply chain (Based on Glover et al., 2014)
In Figure 8, the 'farm-to-fork' sequence is visible. The above model however is severely simplified and in
reality, the linkages between the SC stages are much more complex and can include many more steps
and processes in-between.

2.1.5 Position of MCC's in the dairy chain
As was indicated in section 2.1.2, a supply chain surrounding a firm consists of tiers surrounding a central
(focal) firm. The position of the firm within these tiers is important as this is what will depict the activities
and characteristics of the supply chain as is shown in Figure 6. As mentioned before, the goal of this
section is to answer SRQ 1a namely; 'What is the position of MCC's in a dairy supply chain?'. The position
of the MCC in turn depicts how the MCC is organised (SRQ 2a) and what functions the MCC carries out
(SRQ 3a), which are questions that have to be answered further on.
MCC's can be found across the globe, however there is a trend that MCC's are mainly found in
developing countries or countries that have difficulties in management of logistical challenges in the
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dairy chain. This is especially with regard to small scale farmers whom are unable to deliver straight to
processors or sell the milk themselves. Farmers in developed countries, such as the Netherlands, milk is
collected by processors in cooled transportation tanks, through an efficient milk collection sequence, at
farmers doorsteps (Gall, 2013). However, in developing countries multi-tier collection systems are
necessary in order to get fresh milk to producers, in many cases smallholder farmers (Gall, 2013), and it
is here that MCC's fall into place.

Figure 9 Position of MCC's in a dairy chain (based on Gall, 2013)
Based on Gall (2013) and Pastakia (2012), Figure 9 has been made in order to indicate the position that a
MCC holds within a dairy chain. In the majority of cases MCC's find themselves in-between farmers and
processors making logistical organisation easier, however many studies have indicated that there are
many other activities that a MCC will be involved in, more especially with relation to tier 1 and tier 2
suppliers (Gall, 2013; Makoni et al., 2013). There is evidence where MCC's process milk themselves in
which case the Tier 1 customers as processors is removed and the MCC's deliver straight to retailers,
wholesalers and sometimes even end consumers (Gall, 2013). Legislation, quality management and
physical properties in different countries have a large effect on the entire chain and in turn on the
position of the MCC's within the chain.

Figure 10 MCC's Position in dairy supply chain (based on Gall, 2013)
As can be seen in Figure 10 (based on Gall, 2013), the chain has been represented in a directional model
with the flow of milk being represented by the arrows. Some countries, such as Zambia, have a ban on
the sale of fresh (unpasteurized/unprocessed) milk which has a direct effect on the all actors in the chain
as milk has to be processed before sale. If the sale of raw/unprocessed/unpasteurized milk is legal in the
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country, all the arrows represent the sale of milk in the chain. If it is not legal to sell
raw/unprocessed/unpasteurized milk in the country, the green arrows represent the formal sale of milk
whereas the red lines represent sale of milk through informal channels.
Literature did not have a general overview, or review for that matter, that established a generative list of
where MCC’s are positioned in the dairy value chain (DVC). The author extensively went through the
literature to provide an overview of the positions of MCC’s in the supply chain which are represented in
Table 4. Table 4 is based on 20 sources that could be found on MCC's, from which a position in the
supply chain could be defined. In total, 4 positions were found indicated in the left column. In the
column on the right the sources that define this position have been stated. As can be seen in Table 3 the
majority of the sources indicate that the MCC’s sell to processors. Furthermore, all the MCC's are
connected to farmers as their suppliers. The fourth category shows MCC's supplying to other purchasers,
which are not all defined.

MCC Position in the Supply
Chain
Farmer – MCC – Processor –
End Consumer

Authors citing this position

Farmer – MCC – End
consumer

Ongkunark, 2015; Sayin et al., 2011; Daburon et al., 2016; Fareed-udDin, 2010; Vernooij et al., 2015; Rademaker et al., 2015; Makoni et al.,
2013
Ongkunark, 2015; Daburon et al., 2016; Vernooij et al., 2015; Makoni et
al., 2013
Daburon et al., 2016; van der Valk, 2009; Vernooij et al., 2015; Makoni
et al., 2013

Farmer – MCC – Trader – End
Consumer
Farmer – MCC – Other

Tolosa et al., 2016; Ongkunark, 2015; Sayin et al., 2011; Zvomuya,
2008; Zvinorova et al., 2013; Daburon et al., 2016; Vernooij et al., 2015;
Fareed-ud-Din, 2010; Paredes-Belmar et al., 2016; Gachango et al.,
2014; Holloway et al., 2000; Marecha, 2009; Sherpa, 2010; van der
Valk, 2009; Simbe, 2012; Vernooij et al., 2015; Wanjiru, 2008;
Rademaker et al., 2015; Makoni et al., 2013; Bakenga, 2011;
Nyekanyeka, 2011; Shangurai, 2013

Table 3 MCC positions in the food chain

2.1.6 Conclusions section 2.1 and answer to SRQ 1a
Concluding from the above information it is possible to state that the dairy supply chain is a complex
chain that make up part of AFSC's that carry exceptional properties different from other supply chains.
This is especially so when taking into account that dairy chains are impaired by the seven points of Lusine
et al. (2007), which separate AFSC's from regular SC's.
MCC's find themselves in four main positions in the chain as shown in Table 4 largely dependent on the
activities in which they engage (section 2.3). The flows of milk/milk products are dependent on the
country in which the chain finds itself and the legal circumstances such as the legal constraints on
processed/unprocessed milk. MCC's position in the chain is in all cases directly linked to farmers as
producers of the milk which they collect and either process or market on.
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2.2. Organisational Characteristics of MCC's
The following section focusses on the organisational characteristics of MCC’s. The section is aimed at
answering SRQ 2a namely; 'What are the organisational characteristics of MCC's according to the
literature?'. First MCC’s will be defined followed by; typology of MCC’s, ownership structures of MCC’s,
corporate governance of MCC’s, legal forms of MCC’s, types and kinds of members and finalized by the
conclusions.

2.2.1. What is a Milk Collection Centre (MCC)?
As mentioned in section 2.1, MCC's are an essential aspect
of dairy chains globally and nationally. In section 2.1 the
positions of MCC's in the dairy chain have been indicated.
Figure 11 below represents the position of these MCC's
where smallholder farmers take their milk to a central point
near them where the milk is collected and then taken to
(for example) a factory.
Other names that are commonly used for MCC’s in the
literature are: collection centre, collection and bulking
enterprise, bulking centres, marketing cooperatives, dairy
associations/cooperatives/unions/groups (Kijima et al.,
2009). There is a large amount of overlap and obscurity in
Figure 11 Figurative indication of MCC's positions in
a dairy chain

the literature concerning the organisational characteristics
of MCC's but the following distinctions can be made.

2.2.2. Types of MCC's
Literature shows great variance in the forms of MCC's there are. In this research three forms of MCC's
are distinguished based on their functions.
Marketing MCC’s - Marketing MCC's are the most common MCC's that can be found in literature.
Marketing MCC's are primarily centres where milk from surrounding areas is collected and then either
sold on to a processor (most cases) or another customer. In essence, the collection centre does two
things; (1) collects/bulks raw milk from several farmers and (2) sells this milk for the highest possible
price, in bulk (Rademaker et al., 2015; Vernooij et al., 2010; Nyekanyeka, 2011; Zvomuya, 2008).
Processing MCC's - Processing MCC's are becoming more common and have seen large increase in
numbers in places like India (Singh, 2016; Ohlan, 2016) and can be differentiated from marketing MCC's
as these centres are able to process their own milk before sale, or market milk as a marketing-only MCC
would do (Makoni et al., 2013). Processing MCC's thus place a large focus on the ability and methods of
processing as well as the marketing of processed milk.
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Marketing and Processing MCC’s - These MCC's make a combination of both the activities explained
above, placing a focus on processing and marketing of processed and unprocessed milk.

2.2.3. Ownership Structures of MCC's
The manner in which MCC's are organised is depicted by for instance the ownership structure of the
MCC's. Literature provides 2 types of ownership structures that are associated with MCC's. The MCC's
are either privately owned, either by a processor or individual(s) or the MCC's are cooperatively owned.
Often MCC’s that are cooperatively owned are referred to as producer organisations (PO's). Cherukuri &
Reddy (2014) refer to this as being public and private PO's; in other words, those that function in the
interest of many stakeholders (members, villages, societies, chains, regions) and those that function for
their private owners (private goals). Thus, in the following section, a PO, cooperative and thus an MCC
are assumed to be the same thing.
In the case of privately owned MCC’s, the owner of the MCC will implement a management system to
operate the MCC as well as the MCC functioning in accordance to the demands of the owner. The MCC
will have set goals and strategies depicted by the owner.
Producer organisations (PO's) have become a more common topic in literature especially in relation to
collaborative efforts of farmers to either gain better market positions or collective lobbying and decision
making. A PO can be defined as a 'rural business that is generally owned and controlled by the smallscale producers and engages in collective marketing services' (Penrose-Buckley, 2007).

2.2.4. Corporate governance of PO’s
Bijman and Hanisch (2012) state that there are 3 classifications of corporate governance within PO's
which could be applicable to MCC's that operate as PO's.
The traditional model – A board of directors (BOD) is elected by members of the PO/Cooperative whom
appoints management and control over the firm. The BOD that is elected consists of PO’s/cooperatives
members only, meaning non-members cannot be part of the board. Examples of this set up can be found
in (Bakenga, 2011; Gachango et al., 2014; Makoni et al., 2013)
The management model – The BOD is a specialised manager, in a team of specialised management
professionals. Often a board of commissioners will supervise the operations. Examples of MCC's utilising
this type of governance model can be found in India and Kenya (Cherukuri & Reddy, 2014)
Corporations model – BOD and a board of commissioners manages the cooperative, where the board of
commissioners also comprise of external experts. Examples of MCC's utilising this type of governance
model can be found in India where MCC's have developed into large companies (Pastakia, 2012;
Cherukuri & Reddy, 2014)
Specific information with regard to other forms of management and organisation held by MCC’s was not
found. Privately owned MCC's are governed conform to their owners wishes.
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2.2.5. Legal forms of MCC's as PO's
The legal forms of cooperatives and PO’s and thus MCC’s is largely dependent on the national legislation
however literature sources show the main legal forms found are; Cooperatives, Associations, Formal and
informal Groups (Msonganzila, 2013; Makoni et al., 2013; Rademaker et al., 2015; Vernooij et al., et al.
and many more). It is important to acknowledge that not all MCC's will fall into a category or have a
certain specified management model. Extensive research carried out by Makoni et al. (2014) indicated
that this was difficult thing to analyse suggesting this could be a research project on its own.

2.2.6. Types and kinds of members of MCC's
MCC's have suppliers (farmers) and in much of the literature these suppliers are called members. In the
literature, a distinction between members and non-members is often made, where the global reference
to membership means that the farmer/producer delivers it's product to one or more MCC's as well as
paying either a membership fee or a fee per litre of milk delivered. Further description of what this fee is
used for are discussed in section 2.3 (activities and functions of an MCC).
The following paragraph is based on Nyekanyeka, 2011; Zvomuya, 2008; Msonganzila, 2013; Makoni et
al., 2013; Rademaker et al., 2015; Vernooij et al., 2015; Ongkunark, 2015 &; Fareed-ud-Din, 2010. MCC’s
are usually characterised as being primary enterprises, where a group or groups of farmers are members
or deliver milk to the MCC’s. Should the MCC have other MCC's or PO's supplying it then the MCC is
classified as a secondary MCC or secondary PO (Union). Membership numbers of the MCC's may vary
with evidence showing members numbers varying from 10 members to several hundreds and in small
cases even over 1000 suppliers of milk to one collection point. Much is related to the distance farmers
travel to get to MCC’s which also varies between less than 1 km to up to 80 km’s and more. Sizes or
capacity if the farmers (1 cow vs several cows) also sees a large amount of variation among members,
which in turn also had effect on the amount of milk handled by the MCC.
Several MCC's receive milk from larger farmers that also deliver to the MCC, for instance in Zimbabwe a
MCC receives from both smallholder farmers and from a commercial farmer neighbouring the collection
centre (Shangurai, 2013). Furthermore, there are instances whereby an MCC is supplied milk by a deposit
point or sub collection point, in some cases also represented by a PO. Examples of such a set up can be
found in several countries (Chagwiza et al., 2016; Msonganzila, 2013; Makoni et al.)
Bijman & Hanisch (2012) state that geographical scope of the members of PO’s and cooperatives can be
classified into Local, Regional, Interregional, National, Transnational. With reference to MCC’s the
literature shows only local and in some cases regional membership bases (Nyekanyeka, 2011; Zvomuya,
2008; Msonganzila, 2013; Makoni et al., 2013; Rademaker et al., 2015; Vernooij et al., 2015).
Summarizing the above; MCC's mainly have a base of farmers as their members and are therefore
primarily primary PO's. In certain cases, MCC's do have organisations (PO's/groups/Associations) as
members representing a selective group of farmers within the member base. Distances that
members/suppliers lie away from MCC's varies per situation.
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2.2.7. Conclusion on organisational characteristics of MCC’s and answer to SRQ2a
Two types of MCC's have been distinguished in the literature; Processing and marketing MCC's. In some
cases, a combination of both is seen. Ownership structures of the MCC's are limited to being either
privately owned of cooperatively owned. Legal structures of the MCC vary depending on their
ownership. The basis for PO's, cooperatives and thus MCC's is the collective action by members that seek
joint benefits and work together to achieve their goals. Also, Msonganzila (2013) indicated that the
difference between formal and informal registrations does not mean that informal (unregistered)
cooperation's/groups cannot and will not function.
MCC's are organisations whose core business surround the collection, chilling, marketing or processing
and sale of milk. As well as this MCC's are a key chain actor whom act as a central hub for several
stakeholders in the dairy chain. Three corporate governance systems have been defined that are held by
cooperatively owned MCC's. Geographical scope of MCC membership is local and regional with
membership numbers varying between 10 to over 1000 members delivering milk from between 1km to
80km's and more.
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2.3 Activities carried out by MCC's in a Dairy Supply Chain
The following section is focussed on the activities/functions carried out by MCC’s and is aimed at
answering SRQ 3 a namely; What are the activities that an MCC in a dairy supply chain carries out
according to the literature?' The section starts with a table with an overview MCC activities followed by a
description of each of the activities as in the order of Table 4. Finally, the conclusions from this section
will be presented.
In sections 2.1 and 2.2 it was explained what the position of MCCs are in the food chain, why they take
up this position, what organisational characteristics are shared by cooperatives/PO’s and MCC’s alike.
Section 2.3 will introduce the activities that are carried by MCC’s in a dairy chain.

2.3.1 MCC activities
MCC's are involved in the collection of milk from farmers as a basis of all functions. Table 3 shows an
overview of all the activities and functions that MCC's have been found to carry out. This Table is based
on the following sources: Gall, 2013; Makoni et al, 2013; O'Brien et al., 2013; Nyekanyeka, 2011;
Zvomuya, 2008; Msonganzila, 2013; Rademaker et al., 2015; Vernooij et al., 2015; Paredes-Belmar et al.,
2016; Shiferaw et al., 2016; Omondi, 2009; Shangurai, 2013; Chagwiza et al., 2016. The
functions/activities will be elaborated on in Table 4.
Activities supporting the transaction of milk
Activity
1. Milk Collection

Explanation
Collection of milk at a central point
Collection and cooling of Milk at a central point
Collection of milk at several points and cooling at one point
Collection and cooling at several points

2. Milk Processing

Non-processing of raw Milk
Simple/Traditional processing of raw milk
Pasteurisation
Sale to Processor
Sale to trader
Sale to end consumer
Sale to other

3. Milk Marketing
4. Milk Transportation

From farmer to MCC
From MCC to Processor or other

Activities Supporting the production of Milk
5. Inputs
Feed
Semen
Pharmaceuticals
6. Services
7. Options

Hardware
Financial
Others

Veterinary, AI, Trainings, Financial services, Others
Shared apparatus, specialities such as education for children

Table 4 Overview Functions MCC's
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2.3.2. Activities related to the collection of milk
As can be seen in Table 5, the first and foremost activity of an MCC's operate is the collection of milk.
The collection of milk is done differently at every MCC, but in general milk from different farmers is
accepted, tested and stored in larger quantities/bulk. Distinctions between MCC's can be identified by
cooling capacity and sub collection centres. Four distinctions can be made in the collection of milk at
MCC's namely; milk collection, cooled milk collection, collection at sub stations and cooling at one
location and finally collection and cooling at sub sectors as well as final MCC location (Omondi, 2009;
Makoni et al., 2014; Daburon et al., 2016; Vernooij et al., 2010; and many more).
The literature does not provide a single method that is utilized by all MCC's in handling the milk upon
collection but most MCC's test the milk quality on certain criteria before adding the milk to their
collection tanks (Paredes-Belmar et al., 2016; Daburon et al., 2016; Zvinorova et al., 2013; Zvomuya,
2008; Sayin et al., 2011 and many more). There are instances where MCC's have several tanks for certain
quality standards, however this is very rare (Paredes-Belmar et al., 2016).
As stated before, both members and non-members could be suppliers to MCC’s, however there are
fundamental differences in payments where non-members are paid per litre of milk, but have no further
ties to the MCC. Members either pay a contribution fee to the MCC, for which they benefit from
(sections 2.3.4 – 2.3.10). Milk prices often fluctuate posing a big problem for farmers, which is something
most MCC try to control through contractual marketing and by paying the farmer a fixed price, allowing
for the MCC's to deal with the fluctuations (Kijima et al., 2009).

2.3.3. Activities related to the processing of milk
Depending on the capacities of the MCC there are instances where MCC's have the ability to process
milk, whether this be in local traditional ways, cheese or yoghurt making or pasteurization (Omondi,
2009; Makoni et al., 2014; Daburon et al., 2016; Vernooij et al., 2010; and many more). Ability to process
has large consequences for what the MCC's leading activities are in marketing or the further sale of
milk/products. In many countries it is illegal to sell unpasteurized milk for health reasons (Gall, 2013;
Makoni et al, 2013; O'Brien et al., 2013) and pasteurization is a costly procedure to implement and thus
many MCC's are unable to do this. Furthermore, many MCC's lie in rural areas and are happy to have
limited supply of electricity making processing difficult.

2.3.4. Activities related to Milk marketing
MCC's, and also PO's in general, are well recognised for their activities in the marketing of produce from
farmers. Access to a market for individual farmers/producers is very limited especially if this is on the
formal markets, whereas MCC’s have economies of scale, economies of scope and better bargaining
power (Vernooij et al., 2010; Daburon et al., 2016; Zvinorova et al., 2013; Makoni et al., 2013; Singh,
2016; Shiferaw et al., 2016). The marketing of milk is highly dependent on the capabilities of the MCC,
the position of the MCC and the market of milk itself. Literature highlights 4 main marketing channels
that are utilized by MCC's, which is both dependent on position and MCC capacities.
MCC's marketing to Processors - A MCC sells milk only on to a processor or several processors in some
cases. MCC is responsible for establishing contracts, agreements on prices and delivery terms. In turn
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Processors give feedback to the MCC's for reflection to farmers. The diversity of client base differs per
situation/country (Omondi, 2009) (Shangurai, 2013). In many cases, the MCC’s sign contracts with
processors on which basis sell the milk. With this the MCC’s try to get the best possible price per litre or
per contract and ensure that they are not left with any unpurchased milk.
MCC's marketing to End Consumers - MCC's sell collected milk directly to end consumer either after
processing or as raw produce. (Omondi, 2009) (Shangurai, 2013)
MCC's marketing to Traders - MCC's sell raw or processed milk to traders or retailers for further sale.
(Omondi, 2009)
MCC's marketing their milk to others - There are examples of MCC's selling their milk to retailer or hotel
chains, for instance in Kenya (Simbe, 2012), however this is not done often.

2.3.5. Activities related to the production of milk
MCC’s are often not only involved in the collection, chilling and selling of milk but also in many cases
involved in improvement of the production and quality of the milk. In general, members of MCC’s enjoy
lower prices when purchasing inputs from MCC’s and MCC’s in turn are able to assist in the production of
more and higher quality milk (Chagwiza et al., 2016; Shiferaw et al., 2016 &; Gachango et al., 2014)

2.3.6. Inputs related to the production of milk
Inputs are needed for every dairy farmer in order to optimize production. MCC's often stock products
and buy products in bulk for better prices making inputs more accessible for the farmers. Inputs include
(taken from Omondi, 2009; Makoni et al., 2014; Gall, 2013)
-

Feed - Feed inputs as molasses, maize bran, lick blocks, salt, vitamins etc.
Semen - Semen for artificial insemination (AI), straws, applicators, lube etc
Pharmaceuticals - Medicines, chemicals, veterinary products, cleaning materials etc.
Hardware - Brooms, rakes, spades, wheel barrows, milk tanks etc.
Finances - Cash on loan
Others - there are records of MCC's supply heifers for farmers starting up

2.3.7. Services related to the production of milk
MCC's provide services for its members from which the supplier of the service, the farmers and the
MCC's themselves may find beneficial. Single small-scale farmers often do not have the luxury of
accessing these services whereas a MCC may collectively supply these services including:
-

Veterinary Services - Wound treatment, health inspection, disease control etc.
AI services - In many cases farmers are unable to perform AI, so services perform the action
Trainings in: Hygienic milk production (Omondi, 2009); Nutrition and fodder at farm level (Omondi,
2009); General farm management (Omondi, 2009) and; Milk quality improvement
Financial Services - Hub for financial institutions to act (Omondi, 2009) as well as Savings and credit
services (O'Brien et al., 2013)
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Others - There are examples of well-developed MCC's providing schooling and other services for
farm members.

Shared apparatus
Sharing of farm or non-farm related implements such as aluminium milk cans, maize milling machines or
just general tools can be done through an MCC however no in-depth information was found.

2.3.8. Other tertiary functions of MCC's
Interest Representation - MCC’s are at times influential on governmental and political processes. MCC’s
are able to represent their members in political and governmental lobbying for better circumstances or
for other government relate activities (Omondi, 2009) (Shangurai, 2013). In this scenario, the MCC’s are
also the gateway for government to access the MCC membership base greatly increasing local
accessibility.
Institutional influences, Hub for NGO's & Hub for Developmental aspects - Land O’ Lakes, USAID, Heifer
International and SNV are all examples of Non-governmental organisations (NGO’s) that are working
together with MCC’s to improve milk production and quality as well as general quality of life in rural
areas. MCC’s provide, as with government, a good gateway to accessing large groups of people which
would otherwise be more inaccessible. NGO’s are able to provide, for example, training sessions in
collaboration with the MCC’s or even general supplies for improvement of quality of life e.g. school
books, soap and others (Omondi, 2009 &Shangurai, 2013).
MCC's that do not only focus on Dairy sector - There is evidence of MCC’s that do not only focus on the
Dairy chain and involve themselves in the selling of other products for example commodities or
combinations in marketing with fresh vegetables. Thus, so far, no scientific references have been found.

2.3.9. Horizontal and vertical activities coordination
Coordination of the activities that MCC's are involved with occur at different levels of the chain and have
been identified by Bijman et al. (2011) & Poulton et al. (2010) as horizontal and vertical coordination.
Horizontal coordination happens at one level in the chain focussing on beneficial collaboration to
overcome shared constraints (with farmers only) whereas vertical coordination occurs between different
levels in a supply chain (inputs, farmers, MCC's, processors) (Bijman et al., 2011; Poulton et al., 2010).
MCC's find themselves amidst both horizontal and vertical coordination and can be seen as a focal point
in the chain, where many of the stakeholders are brought together (Kilelu et al., 2016)

2.3.10. Conclusions on section 2.3 and answer to SRQ3a
MCC’s are involved in a large array of activities and functions both horizontally and vertically in which
MCC’s are the focal point. The activities and functions of the MCC depend on their position in the chain,
and thus their core activities as well as the needs of their members. Table 5 shows the variety in these
activities.
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2.4. Strategic Alliances used by MCC’s
This section aims to introduce, define and explain the strategic alliances MCC’s can engage into as well as
answering SRQ 4 a namely; Which strategic alliances are currently being utilized by MCC’s according to
the literature?’. The section begins with defining what SA’s are followed by; their characteristics,
typologies, overlapping areas in the literature and finalizes by presenting the conclusion on this section.
In the necessity for organisations to remain competitive in their entitled markets, there are a large array
of means by which companies are achieving this in both global and national terms. Strategic alliances are
a popular topic in both empirical and scientific research (Gomes et al., 2016). This section will focus on
defining strategic alliances, illustrating the current forms of strategic alliances and finish with defining
which strategic alliances are being used by MCC's.

2.4.1. What is a strategic alliance?
As aforementioned, strategic alliances (SA's) are a popular topic in the literature thus also many
definitions exist as well as there being a large variety in the specificity of the definitions. For this paper,
the following definition below will be used.
'Strategic alliances are contractual agreements that bring together two or more independent firms to
focus on a mutually beneficial activity' (Owen & Yawson, 2013).
To clarify the above, Parmigiani & Rivera-Santos (2011) state that SA's are part of a large body of
literature that is classified under inter-organizational relationships (IOR's), which in turn entail
collaborative exchanges between two or more organisations.

2.4.2. Characteristics of strategic alliances
The following paragraphs will give an indication of factors that characterise SA's. Jaouen & Gundolf
(2009) state that there are aspects that are specifically characterized by SA's, making alliances strategic


the resources have a strategic character for at least one of the partners; this means that the resource
is essential for the development or survival of the firm
 The objective of the relationship is strategic (essential to one or both of the firm’s strategy)
 It implies changes in organisation and/or activity
 The SA modifies the firms positioning or it's representation in relation to the surrounding chain
members
Fearne (1994) indicate that SA's can either be vertical or horizontal. Vertical alliances are alliances that
are other up or down the value chain and often depict a buyer/supplier relationship, facilitate a mutual
satisfying exchange over time leaving the control of partners highly independent. An example would be
SA's that are between farmers, distributors, manufacturers and retailers. Fearne (1994) further specifies
horizontal alliances to be an alliance between two or more parties that are in the segment of market and
may even be competition to each other.
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2.4.3. Typology of strategic alliances
Studies on SA's can be found in a large amount of existing literature (a few: Gomes et al. 2016;
Christoffersen, 2013; Todeva & Knoke, 2005; Wassmer, 2008; Evans, 2001; Dussauge and Garette, 1992;
Lorange & Roos, 1992), showing various classifications, typologies, their benefits, how SA's are formed
and how SA’s are performing. In this section, the focus will remain on classifying of SA's into certain
typologies.
SA's are not companies and are therefore only bound by contractual or traditional law, however alliances
can lead to the creation of a new company which implies a new legal entity (Dussauge & Garette, 1999).
Thus, the following sections will focus purely on literature surrounding typologies based on the
characteristics of an alliance only.
Varadarajan & Cunningham (1995) state that there are only two basis structures of SA’s namely; (1) ‘a
distinct corporate entity to which the alliance partners commit agreed upon skills and resources and in
which each of the alliance partners hold an equity position’; & (2) ‘a distinct interorganizational entity to
which the alliance partners commit agreed skills and resources’. However, this line of thought seems to
be outdated and the literature surrounding SA's has developed significantly since 1995.
Todeva & Knoke (2005) developed a paper with eleven ‘general strategic alliances' defining the typology
of SA's by means of their increasing formality, governance and integration of the organisations in the
alliance, where joint ventures share the highest level of integration and joint governance. Table 6 below
shows these forms of SA’s.
In contrast to the above, Sporleder (2006) has taken a different approach to giving SA's a typology and
state that there are in fact only 3 types of SA's, which have been based on capital investments in SA's.
- Non-equity SA's involving no capital investments and relatively malleable interaction between two
firms where agreements are made that are not necessarily bound.
- Equity SA's are more formal alliances and often involve capital investment as well as contractual
agreements that bind each party.
- Joint Ventures - The alliance leads to the creation of a new firm where a new firm is actually created to
achieve a strategic goal of the stakeholders of the firms.
Casson & Mol (2006) produced an extensive literature review of over 170 papers where they are able to
conclude that of the 172 articles reviewed of which 117 articles did not specify SA typology. The
remaining papers defined 9 types of strategic alliances: Syndicate; Horizontal; Vertical; Buyer - Supplier;
Joint Venture; Interlocking directorates; Consortia; Strategic groups; and Venture Capitals.
Finally, Albers et al. (2016) indicate that defining types of alliances has become difficult with several
perspectives from which to choose, and therefore reviewed the literature to define three criteria sets for
distinguishing strategic alliances.




Activity-domain-based 'focus on differences in tasks partners pursue jointly (e.g. comarketing,
production or back office processes). In short, organizations engage in alliances to improve shared
activities e.g. Ben & Jerry's ice cream combining R&D, marketing and production activities with Oreo
(Unilever and Mondelez International)
Partner-Characteristic based 'focus on traits of the individual organisations involved in the alliance
such as industry affiliation or position in the value chain. Horizontal alliances are found between
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competing companies whereas vertical alliances focus more on supplier/customer alliances
(Belderbos et al., 2012)
Alliance-Structure-Based 'focus on how the relationships among partners is organized and managed'
e.g. informal relationships, formal contractual agreements, equity investments of formations of joint
ventures.

Type of Strategic Alliance

Explanation of Alliance

Joint ventures

Two or more firms create a jointly owned legal
organization that serves a limited purpose for
its parents, such as R&D or marketing

A majority or minority equity holding by one
firm through a direct stock purchase of shares
in another firm
A coalition of small enterprises that combine,
Cooperatives
coordinate, and manage their collective
resources
Inter-firm agreements for research and
R&D consortia
development collaboration, typically formed in
fast-changing technological fields
Contractual business networks based on joint
multi-party strategic control, with the partners
Strategic cooperative agreements collaborating over key strategic decisions and
sharing responsibilities for performance
outcomes
Large corporations collude to constrain
competition by cooperatively controlling
Cartels
production and/or prices within a specific
industry
A franchiser grants a franchisee the use of a
brand-name identity within a geographic area,
Franchising
but retains control over pricing, marketing, and
standardized service norms
One company grants another the right to use
Licensing
patented technologies or production processes
in return for royalties and fees
Inter-linked firms where a subcontractor
Subcontractor Networks
negotiates its suppliers’ long-term prices,
production runs, and delivery schedules
Committees
that
seek
the
member
organizations’ agreements on the adoption of
Industry standards groups
technical standards for manufacturing and
trade
Short-lived organizational coalitions whose
Action Sets
members coordinate their lobbying efforts to
influence public policy making

Formality, Integration &
Joint Governance

Equity investments

100 %
0%

Table 5 Typology of Strategic Alliances as by Todeva and Knoke (2005)

The above overview provides insight to the variety of scientific thought that surrounds SA's. In order to
structure the above, and to be able to use as much of the criteria as possible the author has created
Table 6 showing the overlap between what the above authors have deduced.
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Authors

Varadarajan & Cunningham Sporleder (2006)
(1995)

Arrangement of Typologies

Non-Equity SA

Interorganizational entity

Albers et al. (2016)

Todeva & Knoke (2005)

Casson & Mol (2006)

Activity-domain-based
Partner-Characteristic -based
Alliance-Structure-Based

Subcontractor Networks
Cooperatives
Action Sets
Industry standards groups
Strategic cooperative agreements

Activity-domain-based
Partner-Characteristic -based
Alliance-Structure-Based

R&D consortia
Cooperatives
Strategic cooperative agreements
Cartels
Franchising
Licensing
Equity investments
Joint ventures

Horizontal
Buyer - Supplier
Interlocking directorates
Consortia
Strategic groups
Vertical
Horizontal
Buyer - Supplier
Interlocking directorates
Venture Capitals
Consortia
Vertical

Equity SA

Corporate entity

Joint Venture

Activity-domain-based
Partner-Characteristic -based
Alliance-Structure-Based

Joint Venture
Horizontal
Vertical
Buyer - Supplier
Interlocking directorates
Consortia

Table 6 Typology overlap in Literature

Table 6 clearly shows the areas of overlap from the most basic to the most specifically defined SA's that
exist, and also it immediately becomes apparent that the complexity of these typologies is too vast if an
application to MCC's is sought after. Therefore, the author has made a combination of the above leading
to Table 7, which makes a combination between all of the above into a simplified overview, with regard
to MCC's. This scheme combines the question of equity, direction of the SA and three sub dimensions
indicating the structure of the SA's where; Action sets concern informal and formal agreements and
coalitions; Strategic cooperative agreements are contractually sealed alliances aimed at longer term
cooperation; and Cooperatives, where the SA's are run by cooperative principles as indicated by Bijman
& Hanisch (2012). MCC literature, taken from all the sources used in this paper, do not give any direct
evidence of certain typologies being utilized. Thus, from the literature, the question of 'which SA's are
being utilized by MCC's cannot be definitively answered, however indications as to which alliances MCC's
could utilise can identified.
Table 6 indicated 5 authors who have defined a typology each based on different theories. Based on the
overlap of these theories the author has created Table 7. By categorizing the different viewpoints of the
authors into concepts, dimensions, sub-dimensions and final sub dimensions starting with the most basic
and broadest categorization the elements from the different authors have been placed into sections with
the right side being the most complex and the left side the most broad of definitions.
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Sporleder, 2006
Concepts

Partner-Characteristic
Dimensions
Horizontal

Vertical

Horizontal
Equity SA
Vertical
Joint Venture

Horizontal
Vertical

Activity-domain-based
Final Subdimension

Activity/Functions of Alliance

Non-Equity SA

Alliance-Structure-Based
Sub Dimensions
Action Sets
Strategic cooperative agreements
Cooperatives
Action Sets
Strategic cooperative agreements
Cooperatives
Action Sets
Strategic cooperative agreements
Cooperatives
Action Sets
Strategic cooperative agreements
Cooperatives
Horizontal Joint Venture
Vertical Joint Venture

Table 7 Typology of SA's for MCC's based on overlap in literature sources

2.4.4 Conclusions of strategic alliances and answer to SRQ 4 a
SA's vary from being informal agreements, to the creation of new firms such as in joint ventures.
Strategic alliances can be split by three concepts namely; non-equity alliances, equity alliances and joint
ventures, with the degrees integration of capital investment and control increasing respectively, such as
indicated by Todeva & Knoke (2005). SA's are characterised by their strategic character, objective
relationship, implied changes in activity and organisation and finally the firms positioning in its
environment. Information gathered from MCC literature illustrates that collaborative efforts are being
made across the chain but these sources do not further define what alliances are made. Therefore, Table
8 has been developed which can be used to answer this question in the field.
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2.5. Reasons for MCC's to form Strategic Alliances
The following section aims to give reasons for MCC’s to engage into SA’s and answer SRQ 5 a namely;
‘Why are these specific strategic alliances being utilised by MCC's according to the literature?’. The
section starts with why SA’s are formed, followed why MCC’s form alliances and finalizes with a
conclusion on the section.

2.5.1 Why are Strategic Alliances formed
The literature provides a large list of reasons as to why firms delve into strategic alliances as well as
authors showing differentiation in opinions. The following motives for SA's has been constructed from
the following sources: Koza & Lewin, 2000; Veiga & Franco, 2015; Albers et al., 2016; Belderbos et al.
2012; Casson & Mol, 2006; Dussauge & Garette, 1999; Elmuti & Kathawala 2001; Gomes et al., 2016.










Marketing reasons: gaining access to restricted markets, overcoming barriers to entry, market power
gain, market stability, maintain market leadership, growth of market share, complementary
products, co-specialisation, strengthen competitive position, improving market power
Technological advantages: Acquiring new technologies: sharing technologies, lowest cost prices or
best quality technologies, technological development, converging technology, co-specialisation
Acquiring new skills: Knowledge sharing, competency attainment
Pooling Resources: assets, equipment personnel, cost sharing, co-specialisation or simply gain access
to resources
Sharing risks: reducing financial risk, sharing risks of investments,
R&D: development of new products or services, developing complementary products
Production: economies of scale, joint productions, cheaper production, co-specialisation, increasing
efficiency
Logistics: better, cheaper logistical solutions, acquiring means for distribution, SCM

2.5.2 Why do MCC’s form SA’s?
In general, the reasoning and motives for why organisations engage in SA’s has been highlighted above.
As indicated in section 2.3, there are several functions carried out by MCC’s. These functions and
activities are often made possible due to the realisation of SA’s between MCC’s and other organisations
for the same reasons as indicated above.







MCC’s are largely involved in the marketing of milk and milk products
MCC’s are involved in educational and skill development programmes as well as MCC’s being
engaged in learning more as an organisation
MCC’s often have limited resources and the pooling of resources could allow for MCC’s to be more
efficient or have access to resources that would normally not be attainable
Sharing Risks
MCC’s do at times engage in production or processing activities, in which they may engage into SA’s
MCC’s often have logistical activities which they are able to solve by making SA’s
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2.5.3 Conclusions of section 2.5 and answer to SRQ 5a
MCC’s develop SA’s in order to achieve certain goals or put forward by certain motives whether this is
implied by the owners or in the form of a strategy that the MCC’s have as an organisation (e.g. growth,
milk price stability, improved quality). Depending on what this strategy is and what the goal is of the
organisation, MCC's may engage into SA's in order to reach this goal or to improve aspects of the MCC.
Literature does not give definitive answers as to exactly why MCC's engage into SA's however
associations between non-specific and specific MCC literature can be made, as seen above.

2.6 Conclusion Literature study
The above sections have shed light on positioning of MCC's in a supply chain, organisational
characteristics of MCC's, typologies of strategic alliances and why strategic alliances are formed. Figure
12 presents a summary of the concepts above and indicates the ties the concepts have with each other.
MCC’s are surrounded by a complex and adaptive environment that cause them to face several
challenges which in turn are interpreted into motives, which are affected by the MCC’s position in the
chain, functions and activities in which they engage and their organisational characteristics. These
challenges are turned into motives for which MCC’s are able to make strategic alliances, in order to solve
the challenges they face. These alliances can be defined into a number of segments also shown in Figure
12.

2.7 Operationalisation of the Literature
In order to conduct the interviews for data collection at MCC’s in Zambia, the theory that has been
gathered and organised into a conceptual framework which can now be operationalised into an
interview guide. Annex 1 shows how each of the concepts dealt with in the literature study are
operationalised for use in the field interviewing MCC’s.
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Strategic Alliances
Poisition of the MCC in the dairy
chain




Position determines with which
stakeholders the MCC is involved
Farmers are always linked to the MCC’s
MCC’s key in the chain is a link between
farmers and the rest of the dairy chain

Motives for SA’s




Organisational characteristics of
the MCC






2 ownership structures – Private vs
Cooperative
3 types: marketing processing and
combination of both
3 types of governance in PO’s
Legal forms of MCC’s – cooperation's,
associations, formal and informal
groups (not legally noted)
Varying member base, size and radius





Functions and activities carried out
by the MCC






7 main activities and functions: Milk
collection, processing, marketing,
transportation, supplying farmers with
inputs, services and optional categories.
Coordination of activities from within MCC
Dependency of activities on demands of
stakeholders and business opportunities
Horizontal and vertical activities.



MCC’s are largely involved
in the marketing of milk
and milk products
MCC’s are involved in
educational and skill
development programmes
as well as MCC’s being
engaged in learning more
as an organisation
MCC’s often have limited
resources and the pooling
of resources could allow
for MCC’s to be more
efficient or have access to
resources that would
normally not be attainable
Sharing Risks
MCC’s do at times engage
in production or
processing activities, in
which they may engage
into SA’s
MCC’s often have logistical
activities which they are
able to solve by making
SA’s

Figure 12. Conceptual Framework
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3.0 Methodology of empirical research
3.1 Empirical Study
Based on the results from the literature study and the operationalisation of the theoretical framework
that was produced, the empirical study and analysis with respect to this thesis could commence. The
theoretical framework, Figure 12, provided the guidelines on which the analysis could be done. As can be
seen in section 1.1.5 there are two parts to each SRQ of which part (b) is deemed the empirical aspect of
the question.
The empirical research of this thesis aims to collect the data that is needed to answer the SRQ’s and thus
the GRQ of this research, as well as ensure that the data collected is accurate, complete and reliable. The
research objective was to determine which SA’s were being used by MCC’s in the Zambian dairy chain
and why. No literature existed with this information meaning that only empirical testing could be used to
produce any results.

3.2 Database establishment
Before setting of toward Zambia several email messages were exchanged between the dairy association
of Zambia (DAZ) to discuss the possibilities for the collection of data as well as to understand what DAZ is
involved in and does as an organisation. DAZ had issued a document containing a list of the MCC’s in
Zambia. Upon arrival in Zambia, a meeting was organised with DAZ to go over the list of potential
interviewees upon which was discovered that the author had not been given an up to date list. DAZ
supplied another database containing a more complete record of MCC’s in Zambia’s dairy chain. Annex 2
illustrated the actual number of registered MCC's, as far as was accurately known by DAZ (March, 2017).

3.3 Sample Selection of MCC’s for an interview
For this study, a non-random sampling method has been used to acquire the empirical information.
Kumar (2014) states that a non-random sample does not follow theory of probability and is used when
the elements of a population is unknown. In the case of this research the research units (MCC’s in the
Zambian dairy chain) will be part of the sample.
Based on the new list received from DAZ a selection of MCC’s was made to which a visit could be
organised in combination with the conduction of the interviews. Due to time constraints, it was not
possible to approach the entire population of MCC's for this research. Therefore, a sample was selected
based on a number of criteria and thus ensuring a representative sample that represent the entire
population. The type of sampling that will be used for this research are: (1) convenience sampling and (2)
cluster sampling.
1. Convenience sampling – Not all of the MCC’s are able to visited due to the large distances that had to
be travelled in order to reach the MCC’s. Therefore a selection was made that was logistically attainable.
2. Cluster sampling – Due to there being a difference in the characteristics of the MCC’s clustering
sampling was used so that the sample could be representative for the entire MCC population.
For this selection the following criteria were taken into account:
40
Hielke Martin Sportel – 891105-791-030

Strategic Alliances in the Zambian Dairy Chain










Membership of DAZ (both non-members and members are included)
Delivering milk to one of each of the processors
Membership size of the cooperative (small - medium - Large)
MCC's that process their own milk and MCC's that do not
MCC's located in different areas (provinces)
Cooling facilities
Tank capacity
Distance from the processing plants in the Copperbelt and Lusaka
small membership base and high membership base

Based on the above Table 8 of MCC's was designed and used a sample for the data collection. The
selected group was then taken to DAZ for consultation as to whether or not the MCC’s were accessible
for interviews. Note: in Table 8 the full names of the MCC’s will be mentioned, from here on only the
first names of the MCC’s will be noted.

#
1.

Sample selection of MCC’s in the Zambian Dairy Chain
Name of MCC
Province Buying Processor
Palabana Dairy Cooperative Society Ltd
Lusaka
Parmalat

Own processing
No

2.

Mapepe dairy Co-operative Society Ltd.

Lusaka

Parmalat

No

3.

Chibombo Dairy Cooperative Union Ltd.

Central

Zammilk

No

4.

Mpima Dairy Cooperative Ltd.

Central

Parmalat

Yes

5.

Magoye Smallholder Dairy Cooperative Ltd.

Southern

Parmalat

No

6.

Masopo Dairy Cooperative Ltd.

Southern

Parmalat

No

7.

Choma District Dairy Cooperative Union Ltd.

Southern

Parmalat

Yes

8.

Zimba Dairy Cooperative Ltd.

Southern

Parmalat

No

9.

Batoka Dairy Cooperative Ltd.

Southern

Parmalat

No

10.

Monze Dairy Cooperative Ltd.

Southern

Parmalat

No

11.

Mpika Dairy Cooperative Society Ltd.

Northern

Parmalat

No

12.

Chipapa Cooperative Society Ltd.

Lusaka

Varun Foods

No

Table 8 Sample selection of MCC's

In order to collect data from the MCC's DAZ was approached to supply initial contacts and assist in the
establishment of meetings. Furthermore, advice from a PhD student (Bernard Moonga) and a researcher
(Dr. Sijmen Schoutstra) at the Wageningen University and Research (WUR), both involved with MCC's in
Zambia, was to collaborate with DAZ to ensure the participation of the MCC's. Furthermore Mr. Moonga
and Mr. Schoutstra advised that the interviewer make a field day of the interview allowing for all
activities of the MCC to continue as they would normally.

3.4 Data Collection – Interviews
Semi structured interviews were used to analyse and evaluate the MCC strategic alliances. Kumar (2014)
defines a semi-structured interview as being an interview with predetermined set of questions, using the
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same wording and order of questions as specified by the interview schedule. An interview schedule is
described by Kumar (2014) as being a written list of open and closed end questions which have been pretested for standardised wording, meaning of interpretation and prepared for a person to person
interaction, which provides uniform information and assures comparability. The reason that semistructured interviews will be used to gather the information are several reasons:
- Language barriers were made smaller by making use of an interview instead of a questionnaire. No
pressure was put on the interviewee to make an impression by use of language as well as the
interviewee being able to answer freely and through a translator when this may be necessary.
- Ability to ask further on certain aspects is easier in an interview than in a questionnaire (Kumar, 2014).
- Uniform information can be achieved through a semi-structured interview by following an interview
schedule (Kumar, 2014)
- semi-structured interviewing requires less skills than unstructured interviewing.
Semi - Structured Interviews:
Semi-structured, face-to-face Interviews were held with either the full-time manager of the MCC or with
one of the members of the board. Board members and managers were fully involved with all the
activities and functions of the MCC. In order to conduct the interview an interview schedule was
designed. The interview schedule was prepared based on the operationalisation of the results from the
literature research and is presented in Annex 3. This interview guide serves as a red line to be followed
during the interview, and allows the author to discuss more about the answers given by the interviewee.
Contact with the interviewees was made by supplying DAZ with a programme of the planned visits. DAZ
offered to contact all of the selected MCC’s for an appointment, and supplied the interviewer with
directions to the MCC as well as a mobile number of the person that could be contacted. The author
phoned the individual MCC’s before setting off to their location to make sure that a meeting was
secured.
Observations:
During the visit to the individual MCC's to collect data observations will also be made. Kumar (2014)
state there are two main types of observation namely; participant and non-participant observations. For
this research, non-participant observation will be done, where the observer will 'remain a passive
observer, watching and listening to activities and drawing conclusions from this. In order to eliminate as
much of the 'Hawthorne effect' as possible, observations will be made on fixed surroundings rather than
human behaviour. Thus, observations will be made under what is known as 'natural conditions' (Kumar,
2014) where no interference will be made in normal activities (another reason to spend a day at each
MCC and not just one or two hours). Annex 4 shows the observational form that shall be followed when
making observations.
Backtrack of results
If any alliance was established, the Aliant partner was also contacted for an interview to gain more
insight into the alliance as about the alliance in general. This was taken into account in the results.
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4.0 Results
The following section of the report presents the results from the interviews conducted with MCC's in
Zambia, as part of the empirical research. This section is designed as to answer the (b) aspect of the
SRQ's presented in the beginning of this report.

4.1 Structure of results chapter
In order to structure the results in this thesis, the results of the interviews and observation have been
placed in an order which is parallel to that of the operationalisation and interview schedule that were
used in the field. Before the results of the interviews and observations are presented each of the visited
MCC’s will be introduced in a small case study to give a small impression of the MCC. The order in which
the results are presented are thus as follows; (1) Position of MCC’s in the Zambian diary chain; (2)
Organisational characteristics of MCC’s in the Zambian dairy chain; (3) Functions and activities of MCC’s
in the Zambian dairy chain; (4) Strategic alliances made by MCC’s in the Zambian dairy chain and;(6)
Observational results.

4.2 Presentation of the sampled MCC’s
The following section will present the MCC’s that were interviewed as well as indicate their types and
what position they hold in the dairy chain, as can be seen in Table 9. It is important to understand what
position the MCC holds in the chain as well as the typology of the MCC as this may provide a motive for
MCC’s to form an Alliance. Annex 24 shows the locations of the MCC's in Zambia.

1
2

Name of MCC
Palabana
Mapepe

3
4

Chibombo

5
6
7

Magoye
Masopo

8
9

Zimba

Mpima

Choma

Monze

10 Chipapa

Position in the Chain
 Farmer - MCC - Processor - End Consumer
 Farmer - MCC - Processor - End Consumer
 Farmer - MCC - End Consumer
 Farmer & Cooperative - MCC - Processor - End Consumer
 Farmer - MCC - Processor - End Consumer
 Farmer - MCC - End Consumer
 Farmer - MCC - Processor - End Consumer
 Farmer - MCC - Union - Processor/End Consumer
 Farmer & Cooperative - MCC - Processor - End Consumer
 Farmer & Cooperative - MCC - End Consumer
 Farmer - MCC - Processor - End Consumer
 Farmer - MCC - Processor - End Consumer
 Farmer - MCC - End Consumer
 Farmer - MCC - Processor - End Consumer

Types of MCC's
Marketing MCC
Marketing MCC
Marketing MCC
Marketing and
Processing MCC
Marketing MCC
Marketing MCC
Marketing and
processing MCC
Marketing MCC
Marketing MCC
Marketing MCC

Table 9 MCC's names, position in the chain and type

1. Palabana Dairy Cooperative Society Ltd. - Palabana MCC is located 30 km east of the capital city
Lusaka. The premises on which the MCC is found is an old research centre for dairy farming in Zambia.
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Palabana has got its own building, nearer to the main road, but without routed electricity so it is not in
use at the moment.
2. Mapepe Dairy Cooperative Society Ltd. - Mapepe dairy cooperative Ltd. is located on the south
outskirts of Lusaka in a town called Chilanga. The MCC is located on the main road leading to the
southern parts of the country. Mapepe has secured its own building on its own land which it is using for
its MCC, feed store and future AI centre.
3. Chibombo Dairy Cooperative Union Ltd. - Chibombo MCC is located 120km North of Lusaka in an area
known as Chibombo. The MCC has recently gained access to a fully tarred road until their doorstep. The
MCC has its own buildings and property in which the MCC is found together with a Hammer mill station
behind the MCC.
4. Mpima Dairy Cooperative Ltd. - Mpima MCC itself is located 150 km’s North of Lusaka just past the
city Kabwe. The MCC itself is situated off the highway approximately 10km dirt road where the MCC has
its own property on which the MCC is found together with a milling building. The MCC also rents a
building in Kabwe where the MCC has its own processing facilities. During the interviews the processing
unit was not in operation.
5. Magoye Smallholder Dairy Cooperative Ltd. - Magoye MCC is situated 161 km’s south of Lusaka in a
town called Magoye. The MCC is located roughly 6km from the highway which is accessible through use
of a dirt road. The MCC has its own property and buildings which include offices, the collection point, a
milling room and an onsite store for farmer inputs.
6. Masopo Dairy Cooperative Ltd. - Masopo MCC is located 320km south of Lusaka near a town named
Choma. From Choma itself, the MCC is roughly 15km dirt road to the premises and building of the MCC.
The MCC has collection room, testing room and a room for administration.
7. Choma District Dairy Cooperative Union Ltd. - Choma MCC is located in Choma township itself, where
the MCC and the processing plant are located in the same building which is owned by the cooperative
itself. The building has a meeting room, admin rooms, a sales outlet, a processing room and receiving
station for milk collection. The MCC also has a shed that is used to store agricultural machinery
8. Zimba Dairy Cooperative Ltd. - Zimba MCC is located along the main road approximately 404 km
south from Lusaka. The MCC is located next to the main highway which is therefore also easily
accessible. The building and premises are owned by the MCC where the building has a milk collection
and testing room, a storage facility and an office for administration.
9. Monze Dairy Cooperative Ltd. - Monze Dairy cooperative is located approximately 194km south of
Lusaka situated about 200m from the main road meaning it has good access. The building and premises
are owned by the cooperative. The building has a very large milk collection and testing area, office blocks
and storage facilities.
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10. Chipapa Dairy Cooperative Ltd. - Chipapa dairy cooperative is a relatively new MCC which finds itself
about 12km from Chilanga, on a terrible dirt road making access difficult. Chipapa MCC does not have its
own building but uses that of a rural church to store its tank and equipment.

4.3 Position of MCC's in the Zambian dairy chain
The following section focusses on the position of MCC’s in the Zambian dairy chain and thus answer SRQ
1 b namely; “what is the position of MCC’s in the Zambian dairy chain”. This question is important as the
position of an MCC will affect the motives for the MCC to engage into SA’s.
All MCC's in Zambia are supplied by farmers and other MCC's (farmer cooperatives). No examples of
large scale commercial farmers supplying raw milk to the cooperatives was found, although this used to
be the case at several MCC’s. Table 9 (above) indicates the positions of the MCC’s in the dairy chain. Raw
milk that has been bulked by the MCC’s is mainly sold to a large-scale processor. Mpima dairy
cooperative Ltd. and Choma dairy Cooperative Union both have the capacity to process their own raw
milk and therefore also supply their own processing plant, which sells the milk either in bulk or directly
to the end consumer through one of their outlets. Although processing was possible at these two MCC’s,
the capacity of the plants was not enough to process all the milk that is bulked at the MCC. Thus, the
excess milk is sold to a large-scale processor. Monze dairy cooperative and Mapepe are the only two
cooperatives whom sell raw milk directly to end consumers. This is done either at the MCC itself where
buyers come to collect the milk or by means of taking the milk into town for sale from a refrigerator. No
MCC was found to be selling milk to trader. Table 9 (above) provides an overview of the positions of each
individual MCC.

4.4 Organisational Characteristics of MCC's in the Zambian Dairy chain
The following section aims to describe the organisational characteristics of MCC's in the Zambian dairy
chain and is linked to SRQ 2b namely; “What are the organisational characteristics of MCC’s in the
Zambian dairy chain?”. In this section, the following topics will be dealt with (in order); typologies of
MCC’s, Ownership structures of MCC’s, Governance of MCC’s, legal forms of MCC’s and the membership
properties of MCC’s. These aspects are important in order to gain insight of how an MCC is organised
and functions.

4.4.1 Typology of MCC's in the Zambian dairy chain
Zambia's dairy chain has two defined types of MCC's namely; Marketing MCC's and Marketing &
Processing MCC's. MCC's that only engage in the collection and processing of milk are not found, as is
mentioned above. Table 9 (above) provides an oversight of the types of the interviewed MCC’s, of which
8/10 MCC’s are classified as marketing MCC’s and 2/10 are marketing and processing MCC’s. No MCC’s
in the selected sample engaged in the processing of milk without any sales to a large processor.

4.4.2. Ownership structures of MCC's
All of the MCC's that were interviewed in the Zambian dairy chain are cooperatively owned. Thus, MCC’s
refer to themselves as cooperatives, producer organisations, associations or unions. According to the
interviewees the difference between a cooperative and an association is an association had less than 10
members whereas a cooperative has more. Furthermore, a union is formed when several cooperatives
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collaborate into setting up a union such as the Choma district dairy cooperative union (CDDCU). Choma
District Dairy Cooperative Union has 5 primary cooperatives as members, all of which are from within
the same area (Choma District). None the less, these individual MCC's are still separately owned by their
own cooperatives. The same goes for Chibombo dairy cooperative union (CDCU) whom has 3 primary
cooperative members.

4.4.3. Governance of MCC's in the Zambian dairy chain
The governance of the MCC's that were interviewed were very similar and based on the same
institutional law under which cooperatives function within Zambia. All of the cooperatives abide by a set
of laws which have been determined by the MCC's themselves and are named By-Laws. A copy of the ByLaws of the Palabana Dairy Cooperative Ltd. can be found in Annex 5 as an example. All of the By-Laws
are set up in accordance with the Co-operatives Society's Act No. 20 of 1998 of the Laws of Zambia,
which is enforced by the Zambian government. This act is designed so that every cooperative can be a
cooperative if they adhere to 7 principles by which cooperatives put their values into practice. Annex 6
represents the principles upon which cooperatives are established.
Board of Directors (BOD)
As is prescribed by Zambian law, all of the cooperatives within Zambia are run by a board of directors
(BOD). According to Zambian law, BOD refers to members elected by the general membership in
accordance with section 38 of the Co-operative act of 1998, and to whom the supervision and direction
of the society's affairs are entrusted (see Annex 5). Although this basis is the same for every MCC there
are differences that have been found between the cooperatives BOD in terms of board numbers,
properties as well as rotation cycle. Annex 7 shows the properties of the BOD's of the as stated in the ByLaws of the MCC or by the interviewee. Based on Annex 7, it is clear that much of the properties of the
BOD’s of each of the MCC’s are alike in terms of sitting members and length served in office. All the
BOD's have a rotation system whereby continuity of the board is ensured.
During interviews several problems were highlighted concerning BOD's. In general BOD's with more than
7 members utilized longer decision times on matters in board meetings as well as a larger amount of
internal politics. Also, it was difficult for BOD's to remain unaffected by internal politics such as jealousy
and corruption within the cooperatives. Several interviewees indicated that the BOD as well as the
cooperative in question do not always abide the By-Laws. Examples were several including corruption,
cheating in votes, lack of members to fill the board. Further details of these issues are not presented in
this report as it has no further relevance and may be a threat to interviewees.
Management of the MCC's
The following section will zoom in on the management of the MCC’s. The BOD is always responsible for
running the cooperative and MCC, however, a large number of the cooperatives employ a full-time
manager who manages the MCC. Management of the cooperative is done in relation with three aspects
namely;
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(1) Principles of the Co-operatives act - These principles help determine the objectives that the
cooperative is to set for itself. These principles are in essence exactly the same for all the dairy
cooperatives found in Zambia (Annex 6).
(2) Objectives of the cooperatives - Every cooperative has stated in their By-Laws objectives which the
BOD uses as guidelines to steer the cooperative. These objectives are decided upon in correlation with
an AGM and the 7 principles of the cooperative act. The objectives of each cooperative differ in terms of
services, activities and functions. Interviewees explained that based on these objectives the BOD
implements a strategy to achieve the objectives. Examples of the objectives are shown in Annex 8.
(3) Management - Every cooperative has a management system which operates the MCC. This
management system is decided upon in an AGM and enforced by the BOD. All of the MCC's that were
interviewed have a professional manager which was hired by the MCC. Sometimes named a society
manager, a manager is employed as full-time employee by the cooperative. The manager is responsible
for daily activities at the MCC such as maintenance, execution of instructions from BOD as well as
decisions made in accordance to the by-laws. These activities include all forms of book keeping, milk
intake, milk handling, milk sale, building management, cleaning and many others. Furthermore, the
manager is to render his/her services to all of the members of the MCC, and in some cases nonmembers, for advice or assistance in any practices related to the cooperative. Although this
management system is almost standard between all MCC’s, small differences exist. Annex 9 shows a
table giving an overview of the management properties in terms of employees.
Employees in all MCC's have several duties including the testing and collection of raw milk supplied to
the MCC, building and tank hygiene and general maintenance as well as daily activities surrounding the
MCC. Most MCC's have also educated or trained the employees in accounting, as AI technicians or some
other form of beneficiary speciality such as milk hygiene, farming practices, animal husbandry or
nutrition specialist. All of these activities are for beneficial use by either the MCC or by members.

BOD

Chain of command

Flow of accountability

Members in an AGM

Manager

Decision Making within the cooperative
According to the By-Laws of the cooperatives all major decisions are
made by the BOD whom has monthly/weekly meetings to decide
upon important management decisions. Day-to-day decisions are
made by the manager of the MCC or processing plant (PP) if this is
applicable. Decisions that the BOD is not able to make without
member consent are made through an AGM. Figure 13 shows the
chain of decision making process within MCC's. Flow of
accountability (yellow arrow) flows from the bottom of the chain up
to the top of the chain through the consecutive steps as shown in
the diagram. The chain of command (green arrow) flows from top to
bottom. The black arrows represent reporting and delegation flows
(back and forward) from employee to/from manager, BOD to/from
manager and BOD to/from AGM. Finally, the red arrows represent

Employees
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Figure 13 Chain of decision making in MCC's in
Zambia
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with whom MCC members come into contact with regarding daily issues.
Although by all official means this is the manner in which the organisation is managed by the books it is
important to realise that there are also other flows that have an effect on the MCC outside that of the
BOD. The BOD and the members of the cooperation only meet during an AGM, whereas the members
(also the suppliers of milk) meet the managers and the employees on a much more regular basis. As has
been indicated by some interviewees, this is sometimes difficult as a BOD is often unaware of small
details that happen in day-to-day operations, and a manager is unable to remember and report each
specific detail. Therefore, there are sometimes problems that need to be clarified during AGM's by
managers whom are attending the AGM. Interviewee's stated that the benefits of the managers and
employees having such close contact with members is that any problems can be localised immediately.
Examples can be cases of non-fresh milk, addition of water or even issues like mastitis, which can then
be advised or reflected on by the manager for a quick response/decision to combat the issues. In most
cases this is material which is not necessarily needed to be discussed with the BOD. Another aspect that
is relevant is that the members of the BOD are also members and suppliers of raw milk themselves and
in doing so are also aware of many of the daily practices in and around the MCC.

4.4.4. Legal forms of MCC's in the Zambian dairy chain
All of the MCC's have indicated to be registered as a Ltd. company (limited by shares). This is to say that
members have to buy shares of the cooperation which vary in an array of a minimum of 5 shares per
person to a maximum of 20 shares per person. Prices of the shares are determined by the cooperatives
themselves and vary from 10 Zambian Kwacha (ZMK) each to 150ZMK a share. Whether or not a
member shall exercise his/her rights before having paid the full number of his/her shares also varies per
cooperative. The differences in the systems of shares per cooperative is shown in Annex 10. All the
interviewees stated that the legal classification also means that the MCC’s are registered as companies
with the government, which was said to be for tax or tax exemption reasons.

4.4.5. Membership Properties of MCC's in the Zambian dairy chain
The previous section dealt with the legal status of the MCC's as well as the costs and properties of shares
needed to be bought in order to be a member of the MCC. This section will indicate the properties of
members that deliver milk to the MCC's.
In the interview, five aspects were discussed: (1) number of registered members, (2) number of active
members, (3) size of the herd (milking) held by members, (4) average amount of milk per cow per
member, (5) Radius of members. Table 10 provides an overview of the properties of Members of MCC’s
in the Zambian dairy chain.
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Name of
MCC
Palabana

No. of Registered
Members
87

Mapepe

89

Chibombo

- 2 primary cooperatives
80 members
- 150 members of the
MCC
232

Mpima
Dairy
Magoye

Membership Properties of the MCC’s
Active
Size of the herd
members
73
- 69 members have under 5 cows
- The others have up to 10 cows
76
- 70 members have under 5 cows
- 2 have up to 10 cows
- 4 have over 10 cows
150
- 145 members have under 5 cows
- the rest of the members have up
to 10 cows
115

760

308

Masopo

97

50

Choma

Zimba

- 6 primary cooperatives
with 500 members
- 130 members deliver to
the Choma MCC
119

Monze

240

180

Chipapa

37

15

600

64

Avg. milk
per cow
3 - 5 litres

Member
Radius (km)
15 km

3 - 7 litres

25 km

3 - 5 litres

15 km

- 110 members have under 5 cows
- 5 members have up to 10 cows
- 40 have up to 5 cows
- 260 have up to 10 cows
- 8 have more than 10 cows
- 40 members have under 5 cows
- 5 members have up to 10 cows
- 5 members have more than 5 cows
- 450 members have under 5 cows
- 100 members have up to 10 cows
- 50 members have over 10 cows

4 - 8 litres

15 km

3 - 8 litres

15 km

3 - 5 litres

15 km

3 - 5 litres

50 km

- 40 members have under 5 cows
- 20 have up to 10 cows
- 4 have more than 10 cows
- 100 members have up to 5 cows
- 70 members have up to 10 cows
- 10 members have more than 10
cows
- 10 members have under 5 cows
- 5 members have up to 10 cows

3 - 5 litres

15 km

3 - 4 litres

25 km

3 - 5 litres

5 km

Table 10 Membership Properties of MCC's in the Zambian Dairy Chain

Variation in Data on Memberships
Although the above Figures were estimations stated during the interview, all of the interviewees
indicated that large fluctuations are seen during the year. In the dry season the number of
active/supplying members decreases. All interviewees also indicated that the number of cows refers to
cows used for milking, and not general herd sizes as these are often much larger.
Many of the MCC's accept milk from non-members who deliver milk. Non-members are either paid on
the spot or every two weeks. As non-members are non-fixed suppliers, no real books or documents are
kept to register the produce supplied making it difficult to indicate exact numbers and details of their
deliveries. Interviewees explained that often non-members try to deliver milk however, the milk usually
got rejected after which they sell the produce on the informal market. This was seen as opportunistic
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behaviour as well as making non-members difficult to keep track of or rely on. It must however be said
that Zimba indicated a rough Figure of 40 non-members delivering milk to the MCC which was a
significant amount, especially considering their daily collected volume of milk. The reason that these
farmers did not want to become members is due to the high price of membership and the non-members
wanting to keep their flexibility to supply local markets as well as the MCC.

4.5. Functions and activities carried out by MCC’s
The previous section dealt with the organisational characteristics of MCC's in the Zambian chain, the
next section will discuss the functions and activities of the MCC's. Functions of the MCC's are largely
related to their position within the supply chain, their member needs and MCC's capacities and thus
offer vital motives for MCC’s to engage into SA’s. This section will aim to answer SRQ 3 (b) namely; “what
are the activities an MCC carries out in the Zambian dairy chain?”

4.5.1. Milk Collection
Every MCC is engaged in the collection/bulking of milk however, the manner in which they carry this out
as well as the capacities differ between the individual MCC's. Table 11 indicates (1) the number of
collection points, (2) the tank capacities at the MCC’s and (3) the average volume of milk that is bulked
daily. These figures are based on estimates of the MCC’s and as indicated in the section above, fluctuate
during the year.
Name of
MCC

(1) Milk Collection system

Palabana
Mapepe
Chibombo
Mpima
Magoye
Masopo
Choma

- Collection at one central point
- Collection at one central point
- Collection at one central point
- Collection at one central point
- Collection at one central point
- Collection at one central point
- Collection at 5 points
- Bulk collection at 1 point
- Collection at one central point
- Collection at one central point
- Collection at one central point

Zimba
Monze
Chipapa

(2) Tank
Capacity
(litres.)
6500
4000
1500
1500
4800
1500
4500
1500
4500
1500

(2) Average volume bulked
(daily)
4800 litres
2400 litres
500 litres
700 litres
4500 litres
230 litres (delivering to Choma)
3000 litres (central)
320 litres
2100 litres
60 litres

Table 11 Milk Collection at Zambian MCC's

Procedure of Milk Collection
Milk is delivered to the MCC’s and only accepted when brought in stainless steel milk cans. Upon
delivery, a sample is taken of the milk and tested for freshness (ethanol test) and bacteria presence by
machine or mastest (Annex 11). If milk passes both tests the milk is weighed for mass (for water
addition) (Annex 11), then it is run through a milk filter to remove possible solids and added to the bulk
collection tank (Annex 11). All of the MCC's had their testing equipment and necessities supplied by the
processors collecting milk and no charge was set for these extra services. This is also the case for the
chemicals used for cleaning the tanks.
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Discrepancies in data surrounding the topic milk collection
Discrepancies were found between the databases supplied by DAZ, the tanks present at the MCC’s, and
also what was indicated by interviewees, see chapter 6 discussion. Furthermore, during the interview
only cooled bulking systems and storage capacities were discussed, and not the tanks that were out of
action. A number of MCC's had problems with their cooling tanks due to broken down compressors or
other electrical issues.

4.5.2. Milk Marketing
In the previous section milk collection by MCC’s was discussed, the following section shall focus on the
marketing of milk. On basis of the interviews three marketing channels were defined and discussed. To
whom MCC’s market their milk may provide motives to engage into MCC’s.
Marketing of raw/unprocessed milk through local sales
Sale of raw/unprocessed milk is prohibited by the Zambian bureau of standards (ZABS) as well as by
some of the individual contracts that certain MCC's have with the buying processors. However, there
were examples of milk is sold locally to both end consumers and larger buyers, whom use the milk for
other consumption such as in kitchens or restaurants. Annex 12 shows an example of local sales and
general sale of milk on the informal market.
Marketing of raw/unprocessed milk through dairy processors
The MCC’s interviewed sold milk to three of Zambia’s dairy processing companies namely; Parmalat
Zambia Ltd., Zammilk (part of Zambeef PLC) and Varun Foods & beverages Ltd. Table 12 has a list of the
MCC’s and to which processors they sell.
Marketing of processed milk through dairy processors
Sale of milk that has been processed by the MCC was done in two ways. (1) Through their own outlet at
the MCC to wholesalers/retailers and end consumers and (2) to the end consumer through a selling point
in the local township.
Name of MCC
Palabana
Mapepe

Buying Processor
Parmalat
Parmalat

Chibombo

Zammilk

Mpima

Parmalat

Magoye

Parmalat

Masopo
Choma
Zimba
Monze
Chipapa

Parmalat
Parmalat
Parmalat
Parmalat
Varun Foods

Contract
Yes
No
Yes
No
Yes
No
No
Yes
Yes
Yes

Contract Details
- Sale only to Parmalat
- Refused to sign contract due to unfair terms
- Sale only to Zammilk
- Feed purchase at Novatek
- Contract bans own processing
- Sale only to Parmalat
- Mukulu Dairies agreement
- Sale through CDDC
- Contract bans own processing
- Sale only to Parmalat
- Sale only to Parmalat
- Sale only to Varun Foods

Table 12 Marketing of Raw milk
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4.5.3. Milk Transportation
All interviewees indicated that milk was transported in up to four stages. Below the four stages are
elaborated on. Annex 13 shows the modes of transport seen during the interviews.
1. From farmer to MCC
Table 13 shows stage 1 in transport from farmer to MCC where the ‘x’ represents the mode of transport
seen to be used.

Name of MCC
Palabana
Mapepe
Chibombo
Mpima
Magoye
Masopo
Choma
Zimba
Batoka
Monze
Mpika
Chipapa

Foot
x
x
x
x
x
x
x
x
x
x
x
x

Mode of Transport used from farmer to MCC
Bicycle Ox Cart Motorcycle Vehicle Public Transport
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x

Truck
x

x

Table 13 Manners in which milk is transported

2. From MCC to MCC (only applicable to primary cooperatives)
Stage 2 transportation from MCC to MCC was carried out by vehicle and truck only. Costs of
transportation are in this case paid for by the primary cooperatives.
3. From MCC to Processing Plant
Stage 3 transportation from MCC to processing plant was done by the large processors (Parmalat, Varun
Foods or by Zammilk) with an exception of Mpima MCC whom used their own truck to transport the milk
to their own processing plant or the Parmalat depot in Kabwe. The large processors have a charge of
roughly 0.017 - 0.020 Ngwee (€0.000006) per litre of milk depending on the location of the cooperative
as well as the processor collecting the milk. This amount is deducted from the milk statement at the end
of the month.
4. From Processing Plant to Shops/retail (only applicable to MCC's doing their own processing)
Stage 4 Transportation from processing plant to retail is all done by foot, bicycle, vehicle or truck and
paid for by the MCC's themselves. If the produce is purchased in wholesale the buyer will be obliged to
collect the goods, or have them delivered at their own cost.

4.5.4. Milk Processing at Zambian MCC's
Two of the MCC's that were interviewed and visited are engaged in the processing of milk namely;
Mpima Dairy Cooperative Ltd. and Choma District Dairy Cooperative Union. During the period in which
the interviews were being done, it came to light that Mpima had suspended operations for the fourth
consecutive month in a row. None the less the plant was still taken into account as production was due
to be started again soon. Choma District Dairy Cooperative Union (CDDCU) had a breakdown of their
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machinery at the time of the interview and visit. Table 14 indicates the properties of the processing
plants of the two cooperatives, as was explained during the interviews.

Processing Aspect
Pasteurization Capacity
Homogenisation
Capacity
Milk Warming Capacity
Mixing Tank Capacity
Packaging Machinery
Packaging Supplier

Products

Processing steps

Supply Channels

Further Comments

Choma District Dairy Cooperative
200 Litres/day
200 Litres/day

Mpima Dairy Cooperative
300 Litres/day
300 Litres/day

200 Litres/day
200 Litres/day
200 Litres/day
Nampak Ltd.
- Fresh Whole Milk
-Lacto Milk (Mabisi) in several
flavours
-Drinking Yoghurt in Several
Flavours
1. Pasteurization
2. Homogenisation
3. Mixing with ingredients or start
of milk fermentation cultures for
Lacto milk (Mabisi)
4. Packaging
-Refrigerated sales locations at 3
points within Choma
- Shop outlet at the processing
plant
- Discussions on sale to lodges and
hotels in Livingstone
The processing plant had a backup
system in case their pasteurization
and homogenisation machinery
had a breakdown. Plant was
bought and financed by a grant.

300 Litres/day
300 Litres/day
300 Litres/day
Nampak Ltd.
- Fresh Whole Milk
- Lacto Milk (Mabisi)
- Yoghurt Drink
- Cream Cheese
1. Pasteurization
2. Homogenisation
3. Mixing with ingredients or start
of milk fermentation cultures for
Lacto milk (Mabisi)
4. Packaging
- Outlet at the processing plant
-Outlet at the MCC
- Sale to local retailers whom
collect the produce themselves

Plant was imported from India and
paid for by a grant given to the
cooperative through Zambiaprivate enterprise programme
(PEP-Z) and Zambia agricultural
technical assistance centre
(ZATAC).

Table 14 Properties of Processing at Mpima MCC and CDDCU

All interviewees from both MCC's indicated that the plants were, in general, not operating at full capacity
due to a lack of local supply routes, but more especially stunted local demand. CDDCU indicated that
80% of their sold produce was realized through the outlet store at the MCC and that the other supply
channels accounted for a further 20% in sales. CDDCU also indicated that their produce could easily
increase if there was a larger market for them to supply to. CDDCU said that Parmalat's produce was stiff
competition at local level and that they had the benefit of being able to produce long life milk (UHT milk)
which was a preferred option over perishable goods.
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Mpima MCC marketed their goods from their factory as well as a number of retailers receiving deliveries
from the MCC factory. No further information was available.

4.5.5. Inputs supplied to Farmers by MCC's in the Zambian dairy chain
The following section will focus on the inputs that are supplied by MCC's to their members. A large array
of products are needed by farmers/members in order to produce milk. MCC's often offer a supply of
inputs which farmers/members are able to order or buy directly at the MCC. Table 15 below shows the
different inputs MCC's offer their members as well as the possibility for order or immediate purchase.

Name of MCC
Palabana
Mapepe
Chibombo
Mpima
Magoye
Masopo
Choma
Zimba
Monze
Chipapa

Feed
x
x
x
x
x
x
x
x

Inputs offered by MCC's
Medicines &
AI straws Hormones Sprays &
Agents
Dips
x
x
x
x
x
x
x
x
x
Farmers organized for themselves
x
x
x
x
x
x
x
x
x
x
x
x
x
Farmers organized for themselves

By
order
x
x
x
x
x
x
x
x

Kept in
stock
x

x
x
x

Table 15 Inputs offered by MCC's

All of the MCC's indicated two reasons for supplying these inputs; (1) accessibility to the produce was
difficult for individual farmers and; (2) the credit facilities offered by the MCC in that the costs of the
purchased/ordered goods were deducted from the sum of the bulk milk payments that were to be made.
Furthermore, the interviewees indicated what specific inputs they supplied amongst the categories.
Table 16 shows the variety of inputs supplied to farmers by MCC’s.
Apart from the items mentioned in Table 16, interviewees indicated that, in some cases, they may stock
farm level requirements such as; fencing, gloves, straw cutters, farm tools, gungs, thermometers, flasks,
containers, milk cans, milk buckets, milk machines, sprayers and other items used on farms. None of the
interviewees indicated how large purchases were financed however did indicate that in the past farmers
had individually received grants to place items such as fencing or acquire a milking machine. No milking
machine was found during the interviews. Payment terms differ per MCC however in most cases the
farmer was able to buy inputs on credit which were then taken off of the milk balance to be paid to the
farmer.
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Specification of Inputs supplied by MCC's
Feed
- Maize Bran
- Sunflower Cake
- Cotton Cake
- Soya Cake
- Dairy mix
supplements
- Novamilk (dairy
pre mix)
- Molasses
- Salt
- DCP
- Lime
- Hay and Hay
seed

Medicines &
Agents
- Inoculations
- Vaccines
- Wound
treatments
- Vitamins
- Antibiotics
- Treatment
programmes
- Anti tick
medications
- Dairy Cleaning
Materials (soaps)
-De-wormers
- Teat dip
- Pregnancy tests

AI straws

Hormones

Sprays & Dips

- AI straws for
Jerseys both
sexed and nonsexed
- AI straws for
Holstein-Friesian
both sexed and
non-sexed
- Liquid Nitrogen

- Hormones for
synchronised
heat sequences
or better AI
performance

- Sprays against
flies
- Sprays against
Ticks
- Combination
Sprays

Table 16 Specification of inputs supplied by MCC's

4.5.6. Services supplied to Farmers by MCC's in the Zambian dairy chain
MCC's in Zambia do offer a variety of services to their members which they do pay for individually but
are organised by/through the MCC's.
Trainings - Trainings in Milk Hygiene, animal husbandry, pasture management, animal welfare, finance
management and record keeping.
AI Services - AI technicians trained by the MCC's are at service for the members
Veterinary - Offering of private vets or government vets which the MCC organises for the Farmer
On farm consultancy - Trained members of the MCC are able to travel to farms to consult farmers in
day-to-day practices as well as assess farmers performances at farm level
Spraying & Dipping - Some MCC's have spray/dip booths/races which can be used by members at a
reduced cost and when a member would like
Milling - Most MCC's have a hammer mill and soya press which is for use by members/ Members can
take their crops to be milled or pressed at a reduced price.
Further services that were in the process of being established are that of micro finance. In previous years
a large cooperative project with ZANACO (Zambian Bank) had been set up, but no current operations
were being carried out, according to the interviewees. Instead, a programme named Rural Savings and
Credit Cooperatives (SACCO's) was being set up in several places in Zambia with the help of SNV to
supply farmers with microfinance. Another service provided by many MCC's was that of acquisition of
products used by members that could be bought through the MCC. Items such as maize and soya seed,
bicycles, seed applicators, cropping chemicals and bags for bagging crops. Whether or not the MCC
assists in finance of these items varies per MCC and even per MCC member.
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4.5.7. Member dependency on MCC's in the Zambian dairy chain
Previous section dealt with services being offered by MCC's, the following section presents the
dependency of members on the MCC's. The dependency factors for which members rely on MCC’s are
shown in Table 17. The Factors are placed in order from most dependent to least dependent.
Dependency
Factor

Reasoning for dependency

Members are firstly dependant on the MCC's to market their milk. Farmers are not
able to deliver to processors and local/informal markets are never a stable market to
supply too in terms of price and demand.
Feed is the second most important dependency of members. Both accessibility and
Feed
affordability are a challenge. Bulk purchase, storage and transportation of feed makes
the price of feed bought through an MCC more affordable and accessible.
Pharmaceuticals are not readily available at a rural level. Therefore, members rely on
Pharmaceuticals
the ability for MCC’s to purchase the goods for them, see section 4.5.6.
The MCC is the only way in which members are able to get AI services at a reasonable
Access to AI
price. There are organisations which do on farm AI however when individually
ordered the prices are too high. MCC’s have access to straws and trained technicians.
Members often require information or consultancy for on farm problems such as
Access to on
diseases, nutrition or general milk hygiene. The MCC ensures that when members
Farm advice
have questions, someone from the MCC is able to assist.
Many of the members rely on the MCC for dipping their cattle whether this is for beef
Dipping
cattle of for dairy cattle. Some MCC's have their own spray races or have a link to an
owner of a spray race or booth that is able to dip all of the cattle for them.
Marketing of
Milk

Table 17 dependency of members

Although the dependency of members varies during the year and during a 5-year period, the MCC's have
indicated that a large amount of their dependencies cannot always be met. Marketing of their milk
produce is the only ‘real’ guarantee that an MCC is able to give to farmers. Yet all MCC’s also indicated to
worry about the future of milk marketing with the large processors. MCC's also face large problems with
being able to afford to offer the services and supplies to meet the dependencies of the members,
especially if this was done on credit.

4.6 Horizontal Challenges faced by all members of MCC's in the Zambian dairy chain
Horizontal challenges are problems that are being faced by all members of MCC’s. Based on the
interviews six main aspects were indicated as a large challenge for all the members of the MCC’s, which
are shown in Table 18. The challenges are placed in order from most dependent to least dependent.
All interviewees indicated the above six issues as the main challenges being faced members of the MCC
as well as for the MCC themselves. However, there was a large difference noticed that was related to the
area where the MCC was located. MCC’s in the southern provinces placed a lot of emphasis on problems
with tick borne diseases as well as lumpy skin, whereas other areas of the country had more problems
with milk hygiene and access to water. To conclude, all of the MCC’s unanimously said that their greatest
challenge above all was access to or price of feed. Also, all the MCC’s explained that if farmers had less
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costs for inputs, more budget could be freed for control and treatment of disease as well as attempts to
increase output.
Horizontal Challenges faced by all members of the MCC’s in the Zambian dairy chain
Challenge
Explanation
Price of and
All of the MCC's indicated that feed was the greatest challenge faced by farmers
access to feed
across the entire chain. Low access in peak seasons, as well as high feed prices,
push up the price of production, or in the case of no feed virtually stop the
production. Feed is especially necessary in the dry season.
Price of Milk
All of the members of the MCC's complained about low milk prices they were
receiving.
Animal Health
All of the MCC’s indicated that diseases and animal health had proposed a
significant problem. Specifically in 2017, the effects of Lumpy Skin disease and
an abnormal amount of Mastitis cases had been registered. This, as well as
outbreaks of Corridor (east coast fever) and other tick related diseases such as
heart and red water, due to bad tick control, led to high cattle losses.
Milk Hygiene
MCC’s indicated that many of their farmers were struggling to meet milk
hygiene standards at farm level. Reasoning given was especially lack of milk
parlours in which animals can be milked.
Access to water Many of the MCC’s indicated that access to water in previous years has
dramatically affected the milk production. Outside the wet season farmers rely
on fresh water sources such as streams, lakes and otherwise boreholes.
Access to
Microfinance was brought up in every interview. Microfinance was seen as a
microfinance
barrier to the dairy industry as farmers were unable to purchase certain
equipment and medication that they needed or make any form of investment
Table 18 Horizontal Challenges faced by all members of the MCC’s in the Zambian dairy chain

4.7. Vertical Challenges faced by MCC's in the Zambian dairy chain
This section focusses on the challenges faced by MCC’s in the Zambian dairy chain.
Supply of fresh milk
All of the MCC’s have a large variation of milk production during the year where the wet season offers
more milk than the dry season. Secondly, the rejection of milk in the wet season increases due to
bacteria counts of mastitis being too high. More information on this is found in section 4.9.
Sale to processors
All of the MCC’s have indicated that the sale of milk to processors has led to a number of issues. In
general all of the MCC’s are not very satisfied with the price paid for raw milk however, there are a
number of differences between the processors. Table 19 indicates different challenges with each buyer
of raw milk.
During the period of the interviews Parmalat Zambia Ltd had introduced a new manner in which testing
was done for bacteria counts in the milk. Before this procedure only the mastest (chemical mastitis test)
was being used to pre-test milk supplied by farmers, before bulking. Parmalat had changed the protocol,
without communicating to the MCC’s and was now pretesting the milk in the tank, with a new test, at
the MCC before collection, a large number of MCC’s had their milk rejected. Furthermore, upon asking
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which of the MCC’s had a regular contact person, or account holder, at their processor all the MCC’s
indicated not to have this. This suggests that none of the processors have a fixed person of contact or
someone within the organisation who communicates regularly on the MCC’s.
Prices between the processors also differed. Parmalat paid a certain price per litre depending on quality,
whereas Zammilk and Varun Foods had a single price for all the milk.
Challenges experienced in the sale of milk to Processors
Processor
Challenges
Parmalat
- Late collection of produce: MCC’s complained that Parmalat was not
collecting milk as agreed and delay in collection lead to diminishing quality
- Testing done at Parmalat varied and changes in testing policies were never
communicated. This led to uncommunicated rejections of vast quantities of
milk.
- No individual contact with an account holder or representative from
Parmalat
- Prices varied in accordance with quality
Zammilk
- Zammilk was criticized for their binding contracts on feed purchase
Varun Foods and - Varun Foods had a reputation for not paying on time, if they paid at all
Beverages
Table 19 Challenges experienced in the sale of milk to Processors

Sale to end consumers after processing
Marketing produce on time, after having processed milk, was a challenge for the MCC’s. End consumers
fluctuated in their purchase, largely with wage payments. Competition by other dairy producers was stiff
making it difficult to price products competitively, especially seeing that the MCC’s both do not offer a
UHT product. MCC’s did not know what the production costs of their products were and were not able to
indicate any form of profit margins making it difficult to further assess any aspect of profit margins, nor
production costs.
Conclusions of Vertical Challenges experienced by MCC’s
During the interviews carried out with every MCC, none of the interviewees indicated that selling all of
the collected milk was a problem. However, upon questioning whether or not milk had ever been
rejected, the answer was that milk rejection was not uncommon, especially when those MCC’s supplying
to Parmalat. It was asked what the MCC’s would do with rejected milk upon which some indicated to call
another dairy processor first and otherwise attempt to sell as much of the milk as possible on the local
market as either fresh milk or traditional Mabisi. Based on these facts, and Table 19 above, there is a
clear indication that there are in fact challenges being faced by the MCC’s. Vertical challenges for MCC’s
are in both directions with variation in supply amount and quality as well as, in general, insecure
relations with processors.
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4.8. Strategic Alliances in the Zambian Dairy Chain
The previous sections dealt with 3 aspects of MCC’s in the Zambian dairy chain namely; (1) the position
of MCC’s in the dairy chain; (2) the organisational aspects of MCC’s; and (3) the functions and activities
of MCC’s including member dependency on MCC’s.
Based on the literature study it was established that MCC’s may engage into strategic alliances (SA’s) in
order to achieve a number of goals for the benefit of the MCC and its members, based on the motives
that it may have. The above sections have brought up a number of challenges that are being faced by
MCC’s, from here on known as motives, for which MCC’s could engage into strategic alliances to solved.
In order to depict which SA’s have been used by MCC’s in Zambia’s dairy chain SRQ 4 b was developed
namely; “Which strategic alliances are currently being used by MCC’s in the Zambian dairy chain?”.
Furthermore, this section will also aim to answer SRQ 5 b namely; “Why are these specific strategic
alliances being utilised by MCC's?”. SRQ 5 serves as added value to SRQ 4 to help us understand why SA’s
have been developed.
The section below will first present the alliances that exist followed by an explanatory table showing
several factors including: Goal for the alliance, the properties of the alliance followed by the mutual
benefits for the Aliant’s.

4.8.1. Marketing Alliances
In order to ensure the sale of collected milk, all of the MCC’s alliance themselves with one of the three
processors. With marketing being the main objective of every interviewed MCC it was not surprise all the
MCC’s indicated the same reasoning for their alliance with a processor namely; “through a processor is
the only way for us to market our members milk at a standard price for the volumes that we produce”.
Table 20 indicates which MCC’s deliver to which Processor and whether or not this is bound by contract.
Even though 4 of the MCC’s do not have a contract with a Processor, an alliance based on ‘gentleman’s
agreements’ is still put in place. This entails that the processor is still willing to collect the raw milk from
the MCC’s for an agreed upon price. This leaves both parties free from any agreement bound by law.

Name of MCC
Palabana
Mapepe
Chibombo
Mpima
Magoye
Masopo
Choma
Zimba
Monze
Chipapa

Marketing Alliances
Buying Processor
Parmalat
Parmalat
Zammilk
Parmalat
Parmalat
Parmalat (through CDDCU)
Parmalat
Parmalat
Parmalat
Varun Foods

Contract
Yes
No
Yes
No
Yes
No
No
Yes
Yes
Yes
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Table 20 Overview of marketing alliances

Alliances with Parmalat Zambia Ltd.
Table 21 describes the alliance of the MCC’s with Parmalat.
Strategic Alliance with Parmalat Zambia Ltd.
Goal of the Alliance
 To have a constant and steady market for raw milk on which the MCC can market it's milk.
Alliant
 Parmalat
Properties of the Alliance
 The alliance is usually contractually agreed upon between the MCC and the Processor. Prices
for milk are guaranteed for 5 years. MCC's not engaging in contracts do not get fixed 5-year
price guarantees.
 Parmalat pays the DAZ contribution for the MCC*
 Parmalat may pay service and input providers (e.g. Livestock services) when agreed upon
 Benefits For MCC
 Constant guaranteed market to which milk is sold for a guaranteed price
 No limit as to amount of raw milk that can be delivered
 Parmalat collects the milk from the MCC
Benefits for Parmalat
 Relatively steady supply of milk
Table 21 Alliance with Parmalat

*Every MCC that is a member of DAZ, pays a contribution to DAZ based on the litres of milk delivered to
Parmalat. Parmalat pays this fee directly to DAZ and deducts this from the total milk balance of the MCC.
This saves the MCC the extra transaction, as well as guarantees DAZ a regular membership contribution
payment.
Those MCC’s whom do not sign contracts with Parmalat Zambia Ltd. are not given 5 year guarantees on
milk prices neither are they guaranteed. As far as legal terms are concerned, Parmalat Zambia Ltd has no
obligation to collect milk from those MCC’s that have refused to sign the binding contract. Parmalat pays
based on quality of the milk in three categories (A,B, C). Therefore, individual qualities of milk produced
by farmers is not taken into account by the MCC; all the farmers receive the same price depending on
the total grade of the bulk milk delivered to Parmalat.

Alliances with Zammilk
Table 22 describes the alliance of the MCC’s with Zammilk. Interviewees indicated that there was no
difference in price received per litre of milk with regard to quality however, Zammilk would send a
trained professional to the MCC if there was a change in quality to backtrack what has caused the
fluctuation.
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Strategic Alliance with Zammilk
Goal of the Alliance
 To have a constant and steady market for raw milk on which the MCC can market its milk.
Alliant
 Zammilk
Properties of the Alliance
 The alliance is contractually agreed upon between the MCC and the Processor
 The MCC must purchase its feed from Novatek feeds (sub group of Zambeef PLC, which also
owns Zammilk). The sum of purchased goods is deducted from the milk balance.
 Zammilk pays the DAZ contribution for the MCC*
Benefits For MCC
 Constant guaranteed market to which milk is sold for a guaranteed price
 Zammilk collects the milk from the MCC
 Guaranteed access to feeds
 Milk Collection is done by Zammilk
Benefits for Zammilk
 The purchased raw milk is processed and further sold onto the Zambian market generating
revenues
 Relatively steady supply of milk
Table 22 Alliance with Zammilk

*Every MCC that is a member of DAZ, pays a contribution to DAZ based on the litres of milk delivered to
Zammilk. Zammilk pays this fee directly to DAZ and deducts this from the total milk balance of the MCC.
This saves the MCC the extra transaction, as well as guarantees DAZ a regular membership contribution
payment.

Alliances with Varun Foods and Beverages
Table 23 describes the alliance with Varun Foods and Beverages.
Strategic Alliance with Varun Foods and Beverages
Goal of the Alliance
 To have a constant and steady market for raw milk on which the MCC can market its milk.
Alliant
 Varun Foods and Beverages
Properties of the Alliance
 The alliance is usually contractually agreed upon between the MCC and the Processor. Prices
for milk are guaranteed for 5 years. MCC's not engaging in contracts do not get fixed 5-year
price guarantees.
 Varun foods pays the DAZ contribution for the MCC*
 Varun foods may pay service and input providers (e.g. Livestock services) when agreed upon
Benefits For MCC
 Constant guaranteed market to which milk is sold for a guaranteed price
 No limit as to amount of raw milk that can be delivered
 Varun Foods collects the milk from the MCC
Benefits for Parmalat
 The purchased raw milk is processed and further sold onto the Zambian market generating
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revenues
Relatively steady supply of A grade milk

Table 23 Alliance with Varun Foods

*Every MCC that is a member of DAZ, pays a contribution to DAZ based on the litres of milk delivered to
Varun. Varun pays this fee directly to DAZ and deducts this from the total milk balance of the MCC. This
saves the MCC the extra transaction, as well as guarantees DAZ a regular membership contribution
payment.
Varun Foods did not distinguish in any form of milk qualities paying the same price for all of the milk.

Conclusions on Marketing Alliances
All MCC’s interviewed in the Zambian dairy chain require a market for their collected milk and thus all of
the MCC’s have align themselves with one of the processors collecting milk from MCC’s. Not all the
alliances with MCC’s and processors are found to be contractual neither legally bound however at the
minimum ‘gentleman’s agreements’ have been agreed upon.

4.8.2. Alliances with Input and service providers
MCC’s had indicated that members were highly dependent on the MCC’s in order to gain access to inputs
related to dairy production. In order to provide members with inputs (as described in section 4.5) a
number of MCC’s entered into an alliance with Livestock services co-operative society. Livestock services
is Zambia’s leading agricultural input provider.

Livestock Services Co-operative Society
The alliance that has been set up between MCC’s and Livestock services was set up in collaboration with
the Zambian dairy processors and DAZ. A configuration was set up and noted in an MoU which was
agreed to by all confounding members. A copy of the MoU is shown in Annex 27. The agreement is that
once MCC’s have placed an order on inputs both DAZ and the linked processor clear the order before the
processor pays this order for the MCC. The MCC can then collect the goods.
There are MCC’s that purposively did not engage into the MoU constructed with Livestock Services.
These MCC’s indicated still to be purchasing their inputs at Livestock on the account name of their MCC.
Mpika, Mpima, Chibombo and Choma dairy cooperatives indicated to be purchasing inputs more locally
as the distance to Lusaka meant that it was no longer economical. CDDCU indicated to purchase all their
inputs from Green Solutions and local providers within Choma township.
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Table 24 describes the alliance with Livestock services.
Strategic Alliance with Livestock services co-operative society
Goal of the Alliance
 The alliance with Livestock services was initiated by DAZ as part of a programme to increase
the accessibility for dairy inputs that could be bought from Livestock services. The MCC
engages in this alliance in order to benefit from access to inputs, as well as benefit from a
payment scheme.
Alliant
 Livestock Services Co-operative society
Properties of the Alliance
 The alliance is bound by a memorandum of understanding (MoU) between DAZ, Livestock
Services and the MCC engaging into the alliance.
 Payment of the ordered goods is done by the collecting processor to which the MCC sells its
milk. The ordered goods are cleared by DAZ and the bill is then settled by the processor. The
processor subtracts the amount from the balance that is to be paid to the MCC.
 The Alliance is bound only by the MoU which has no legal implications however MCC's
cannot collect an order before a green light from DAZ & the Processor.
Benefits For MCC
 Access to vast array of dairy inputs needed by farmers and the MCC
 Bulk payment facility, offering a form of credit
 Access to training through Livestock services
 Aftersales help with materials purchased
Benefits for Livestock services
 Sale of dairy input and service products
 Guarantee on payments
 Insight into what local dairy farmers are using – indications on future purchases or outbreaks
Benefits for DAZ
 Better insight into the needs/wants of MCC's
 Better insight on the performance of MCC's
 Indicators on problems face by MCC’s
Benefits for Processor
 Tax
 Indicators on milk quality aspects
Table 24 Alliance with Livestock Services

Strategic Alliance with VET-24
Masopo dairy cooperative was a cooperative which indicated to work in collaboration with VET-24, a
supplier of veterinary products within Zambia (Annex 14). Masopo entered into an agreement with VET24 in order to be a distributor of its products. This entails that instead of the MCC buying and reselling,
the MCC is able to provide its members with VET-24 products as a service. Annex 15 shows a copy of the
contractual agreement signed by both parties. Table 25 describes the alliance with VET-24.
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Strategic Alliance with VET-24 Agricultural services and inputs
Goal of the Alliance
 The Masopo MCC wants to offer its members access to VET-24 products by being a
distributor for VET-24 at the MCC collection point.
Alliant
 VET-24
Properties of the Alliance
 The alliance is bound by a contractual agreement
 Masopo Dairy Cooperative is an official distributor of the products of VET-24
 Payment agreements
Benefits For MCC
 Masopo can purchase the VET-24 products at wholesale price, for resale at distributors
stipulated retail price – which is cheaper
 Members have better, faster and more access to veterinary products
 30-day credit account with another 30 days for payment eases the pressure on members to
pay the full amount at once for their purchased goods
Benefits for VET-24
 Sale of more veterinary products to in Zambia
Table 25 Alliance with VET-24

Note: this agreement was brought to light by SNV and not by Masopo dairy cooperative itself.

Strategic Alliance with National Milling
National milling is a feed processor and supplier on the Zambian market. Mapepe dairy cooperative set
up an alliance with National milling in a programme to purchase feed at better prices and guarantee a
supply. National milling is in the process of developing and testing dairy feeds and supplements for the
Zambian market.
Strategic Alliance with National Milling
Goal of the Alliance
 Mapepe aimed at attaining a guarantee on feed supplies as well as gain access to feed
supplements at a more competitive price
Alliant
 National Milling
Properties of the Alliance
 The alliance is bound only by a MoU
 No legal attachments
 Both parties have obligations to each other
 National milling feed to be purchased only
Benefits For MCC
 Mapepe’s members are able to access feed all year round through the MCC
 The feed research programme enables farmers to improve production as well as benefit from
lower prices
Benefits for National Milling
 Sale of more feed to the MCC, generation of more revenues
Table 26 Alliance with National Milling
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The organisation has agreed to work with Mapepe selling the MCC supplements at better prices in return
for research and testing. As well as this National Milling guarantees the MCC access to feed when it is
available meaning the MCC would always be able to purchase. Table 26 describes the alliance with
National milling.

4.8.3 MCC’s Strategic Alliances with NGO’s in the Zambian dairy Chain
The following section will focus on the alliances that have been made by MCC with Non-governmental
organisations (NGO’s) within Zambia. During the interviews 3 NGO’s were established to be working with
MCC’s in Zambia namely: SNV, Agriterra and the Czech Republic development agency (CZDA).

Strategic Alliances with SNV
SNV is an NGO based in the Netherlands yet fortified and represented in developing countries all over
the world. Within Zambia SNV has several programmes running in order to help Zambia develop its
poorest inhabitants as well as attempt to help improve value chains, such as that of the dairy chain in
Zambia. SNV works in accordance with their dairy development model and has brought about the project
named Market-led dairy innovations project. Goal of their project is to establish market led support
systems in Southern Zambia. This is to be achieve through public-private partnerships, cooperatives will
be linked to service providers to provide farmers with access to goods and services such as: agro-inputs,
technical services, dairy skills, training, business support, fodder, artificial insemination (AI), and access
to credit for investments in dairy enterprises. Full information on this project is shown in Annex 16.
Strategic Alliance with SNV
Goal of the Alliance
 Development of in house dairy skills, access to finance, access to breeding services,
improving training facilities and service provision
Alliant
 SNV
Properties of the Alliance
 The alliance is noted in the form of an MoU
Benefits For MCC
 The MCC benefits from the SNV development programme in:
 Improving service provision for members
 Improving milk production with members
 Production of fodder and feed
 Educating members about better feed and feed regimes
 Better access to finance and AI services
 SNV built or is in the process of building training centres by the MCC’s making it easier for
MCC’s to train their members.
 Possible access to microfinance through SACCO*
Benefits for SNV
 Achievement of their development programme
 Access to the members of the MCC’s
 Building of training centres
Table 27 Alliance with SNV
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*Savings and credit cooperatives (SACCO’s) were in the process of being set up at the CDDCU, however
more in-depth information could not be established. Although only the MCC’s in the Southern province
of Zambia had a relation with SNV, many of the MCC’s had come into contact with the organisation
previously.
Table 27 describes the alliance that has been made with SNV. MCC’s interviewed that are engaged with
SNV are CDDCU, Batoka, Zimba and Monze cooperatives.

Strategic Alliances with Czech Development Agency (CZDA)
The CZDA together with partners Njovu (NGO), the Mendel University and Golden Valley Agricultural
Research Trust (GART) are involved in a joint project aiming to improve fodder production. By improving
the fodder production to become stable and sustainable, CZDA aims to combat the annual decrease in
milk production during dry seasons. Two of the cooperatives interviewed had engaged with CZDA in this
project namely CDDCU and the Monze dairy cooperative. Table 32 describes the alliance with CDZA.
Strategic Alliance with CZDA
Goal of the Alliance
 Increase and stabilise milk production of the members of the MCC
Alliant
 Czech development agency
Properties of the Alliance
 The alliance is noted in the form of an MoU
 Non-Legally bound (as stated in MoU)
Benefits For MCC
 Fodder production improvement
 Machinery stationed at the MCC for fodder production and hire
 Members gain access to training
 MCC management receives trainings
Benefits for CZDA
 Implementation of programme
 Access to members of the MCC’s
Table 28 Alliance with CDZA

Figure 46 shows the buildings set up by CZDA at CDDCU that were visited during the interviews. Within
the shed there was machinery necessary for the production hay bales from ploughing to bailing.

Strategic Alliances with Agriterra
Agriterra is an organisation based in the Netherlands that focusses on the development of farmers and
farmer organisations in overcoming the challenges that they face, on a worldwide basis. The focus for
Agriterra within Zambia is business development, including forms of financial and operational
management, strategic planning and governance. Agriterra in Zambia selected two MCC's namely;
Magoye and CDDCU, by means of a set of criteria that Agriterra uses to choose the MCC’s.
Table 29 describes the alliance with Agriterra
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Strategic Alliance with Agriterra
Goal of the Alliance
 Capacity building to increase milk volumes
Alliant
 Agriterra
Properties of the Alliance
 The alliance is formally agreed upon through a contract which is signed by both parties
Benefits For MCC
 Professionalization of the MCC
 Capacity building
 Financial boost to start up extension services
 Better education for farmer members
Benefits for Agriterra
 Implementation of programme in accordance with Agriterra’s worldwide project goals
 Achievement of the goals set by Agriterra as an organisation
Table 29 Alliances with Agriterra

Strategic Alliance with the Dairy Association of Zambia
The Dairy Association of Zambia is an organisation that has been set up to involve all the organisations
and parties in Zambia that have a relevance to the dairy sector, with a specific focus on improving the
smallholder dairy industry. DAZ aims at improving the performance of the smallholder dairy sector by
capacity building, training and knowledge exchange by linking MCC’s to other key partners within the
chain (Annex 18). DAZ is largely financed and supported by an NGO namely; We Effect, from Sweden.
Apart from this DAZ releases an informational magazine named 'The Dairy' to be distributed amongst
members and more especially to bring knowledge to farmers. Annex 19 shows what this magazine.
Strategic Alliance with Dairy Association of Zambia (DAZ)
Goal of the Alliance
 Capacity building and network alignment to improve performance
Alliant
 DAZ
Properties of the Alliance
 The alliance is formally agreed upon through an MoU which is signed by both parties
 MCC’s are members of DAZ and also pay a fee (per litre of milk) for being a member
Benefits For MCC
 Capacity building
 Access to more trainings
 Access to the broad network of DAZ
Benefits for DAZ
 Information and knowledge exchange
 Information on the dairy chain
 Allowance for connecting possible partners
 Aligns with organisational goals
Table 30 Alliance with DAZ
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4.8.4 Strategic Alliances with other cooperatives, associations or unions
Two of the interviewed cooperatives indicated to be members of other cooperatives or unions.

Mukulu Dairies
Magoye smallholder dairy cooperative indicated to be part of another dairy cooperative during the
interview. Mukulu dairies is a cooperative established between large commercial farmers in Zambia
delivering milk to Parmalat. Mukulu dairies also has shares in Parmalat Zambia. As is with Magoye itself,
the aim of such a cooperative is to improve overall market position and get the best possible price for
their produce. Table 31 describes the alliance between Magoye and Mukulu dairies
Strategic Alliance with Mukulu Dairies
Goal of the Alliance
 Marketing raw milk to Parmalat as best as possible
Alliant
 Mukulu Dairies
Properties of the Alliance
 The alliance is formally agreed upon through a contract
 The alliance is partially responsible for creating a new cooperative
Benefits For MCC
 Improved marketing of the MCC’s milk
 Higher influence on Parmalat
 Collaboration with MCC enhances communication and sharing of knowledge
Benefits for Mukulu dairies
 Increase in the influence Mukulu dairies has on Parmalat
 Collaboration with MCC enhances communication and sharing of knowledge
Table 31 Alliance with Mukulu Dairies

Magoye is the only cooperative to be a member of Mukulu Dairies. Unfortunately, not more information
was accessible on the status and the activities of this cooperative.

Choma district dairy cooperative union – Alliances with other dairy cooperatives
CDDCU is labelled a union due to the union having primary cooperatives as members of CDDCU. CDDCU
indicated to have 5 primary cooperatives as members of which one was interviewed namely; Masopo
Dairy Cooperative Ltd. The goal of the alliance between CDDCU and the primary cooperatives is to
improve collective marketing and access to service and input providers. Table 32 describes the alliance
between CDDCU and Masopo dairy cooperative.
Masopo is the only MCC that has been interviewed that was a member of a Union. Information on the
collaboration between the cooperative and union was not accessible.
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Strategic Alliance with CDDCU
Goal of the Alliance
 Collective marketing of raw milk
 Access to service and input providers
Alliant
 CDDCU
Properties of the Alliance
 The alliance is formally agreed upon through a contract
 The alliance is partially responsible for creating a Union (alliance of cooperatives)
 The members of CDDCU pay a membership fee (as a cooperative) for the delivery of milk
Benefits For MCC
 Improved marketing of the MCC’s milk
 Higher influence on Parmalat
 Collaboration with MCC enhances communication and sharing of knowledge
 Better access to service and input providers
Benefits for CDDCU
 Increase in milk turnover through sale to Parmalat or own processing
 Collaboration with MCC enhances communication and sharing of knowledge
 CDDCU may benefit from a more diverse area from which members are supplying
Table 32 Alliance with CDDCU

4.8.5. Claimed strategic alliances
During the interviews a number of MCC’s indicated to have alliances with a number of other
organisations. However, it was difficult to establish if this was a current or past activity that was being
spoken of. As no in-depth detail could be further established. Claimed alliance partners were, when
possible, contacted for more information. The section below illustrates those organisations with which
an alliance might have been in place.

Buffalo Bicycles
Buffalo Bicycles (BB) is a wholly owned, for-profit subsidiary of World Bicycle Relief--a non-profit
organization transforming lives through the power of bicycles. Profits from the sale of Buffalo Bicycles
help fund World Bicycle Relief's philanthropic programs and build a sustainable bicycle infrastructure in
Africa. As a large percentage of the members of MCC’s use bicycles as a transport method for their milk
BB was actively engaged in the sale of their products to the MCC’s. Annex 13 shows several of BB’s bikes
being used for the transportation of milk. BB indicated that there had been previous collaborations but
despite several attempts to realign activities there were no successful collaborations since 2013 due to
issues on payments. This problem is still being experienced even though payment schedules and terms
have been eased (Annex 26).

Seed-Co
Some of the MCC’s claimed to have an alliance with the company Seed-Co, specifically for the buying of
seed maize to produce seed again. More information on these alliances could not be gathered.
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Remaining organisations:
There were a number of other organisations that had been brought up during interviews of which too
little information could be gathered or backtracked. This included seed companies, packaging companies
(for milk packaging), a number of agricultural input and service providers as well as hardware stores.

4.9. Further Results from the Interviews
The following section shall present further findings that were made or observed during the conduction of
the interviews.

Observational Results recorded during the interviews
During the interviews a number of observation were made and noted in an observational form (Annex
4). The results of these notes were implemented into a table with a scoring ratio. The table indicates the
score of the general condition/state of the MCC’s buildings, equipment and seen records keeping. Annex
20 shows the scores of each of the visited MCC’s.
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4.10. General Observations made during visits to MCC’s
Whilst moving from one MCC to another several observations were made, some of which photographed.

Bad roads
Many of the MCC’s were located in areas to which no tar road ran. Annex 17 depicts the standards of the
roads leading to MCC’s. Several MCC’s indicated then roads being a problem throughout the year leading
to large delays in collection or delivery of raw milk.

Free range grazing of cattle
Many times, when travelling to a location the mixed herds of cattle could be seen free grazing alongside
the highway and around railway lines. Also, it becomes apparent how mixed the breeds are with
evidence of several varieties of cattle being noted within the herds. Figures 17 depict these images.

Operational Struggles in the Zambian dairy chain
Annex 22 shows an image of a vehicle being used to transport milk from a MCC. This particular vehicle
had left the MCC forgetting to put in enough fuel to make it to a Union where the milk would be
marketed on to Parmalat. With a temperature above 30 degrees celcius in the midday sun, this milk did
not pass quality checks. Organisational flaws such as this example are not mistakes that can be made in
the dairy sector.

Poor state of buildings
Annex 23 shows a common site at an MCC, the building in question was in dire need of maintenance.
This was also recorded in Annex 20, a score sheet of observations that were made.

4.11 Key Observations made during Interviews
A benefit of using semi-structured interviews is that the interviewer can ask questions which are per say
not predetermined allowing them to dig further into certain aspects of the interview as well as collect
data not initially planned. This section will focus on the information shared beyond the interviews
structure.

Knowledge of Alliances
Many of the MCC’s struggled to provide a full list of SA’s that they had formed whether by MoU or other
form. Often, due to the interviewer’s observations of the buildings and present equipment such alliances
came to light. Furthermore, many MCC’s indicated to have SA’s with organisations, even when this later
turned out not to be the case. This leaves the interviewer to query when there was an actual case of a SA
or whether or not this was a thing of the past which had no relevance.

Knowledge on the goals of Strategic Alliances
Once any amount of SA’s had been determined during an interview, the interviewer would ask more
questions as to why and how the organisations are collaborating. It was often experienced that many of
the MCC’s would be able to explain how collaboration is being experienced but not why the SA is being
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entered into. This was a troubling aspect as if one does not know why an alliance is in place and for what
reason, the MCC might miss out on important aspects that the SA may offer as well as the dwindling
results of the alliance in general.

Alignment of activities of alliances
Often MCC’s would indicate to be working with several organisations for the same thing. An example is
that of the training of AI technicians. Many of the MCC’s indicated to have received training and being in
the process of receiving AI training with several organisations. Certain MCC’s had 3 trained AI
technicians, however another two technicians were being trained by two separate organisations leading
the interviewer to query whether or not the organisation working with the MCC’s were informed of each
other’s projects. Many of the MCC’s indicated that, especially in the past, several developmental projects
had been carried out, however all leading to the same results, like the training of AI technicians. This
became further clear when other projects surrounding the MCC’s often had not communicated with
each leading to great inefficiency. Examples of projects that had been established with several
organisations are the building of spray races, micro finance projects but especially trainings. In some
cases, MCC’s had even indicated to have the same training for all its members 6 times in 1 year, such as
pasture management or animal health. This lack of alignment was also seen when it came to the sharing
of crucial information such as the outbreak of diseases or problems in the sector. More on this can be
read in the discussion.

Long Term Alliances
During the interview, each MCC was asked to indicate which of its alliances was in place for the longest
period of time. Most of the MCC’s indicated that the alliances they had had for the longest period of
times was that with the processor they were supplying to. Furthermore, many of the MCC’s indicated
that most of the alliances that they had formed over the years were due to NGO projects or
development programmes of the government and that of the offers made by DAZ. When asked why
none of the alliances had been on the initiative of the MCC, great difficult was seen in answering the
questions.

By-Law’s
A large amount of the MCC’s indicated to have a set of written by-laws, of which some MCC’s were
willing to share. During the interviews, it became clear that the MCC’s found their own by-laws to be
large, complicated and very often outdated. Furthermore, several of the MCC’s stated to operate as
prescribed by the by-laws however were not engaged in most of the prescribed activities anymore.

Lack of strategy
Many of the MCC’s seemed to answer the questions well when asked what they wanted to achieve in
the far and near future. This, mixed with difficult by-laws, often was a vast array of aspects, some of
which hardly achievable. Aspects like doubling our milk production, doubling our membership or
increasing milking herd size by 100%. Apart from having these extreme goals, the MCC’s often could not
justify how this goal was to be achieved or how the problems in-between attaining this goal were to be
solved. In some cases, an answer was given based on an information pamphlet or flyer handed out by an
organisation found in the dairy sector. Agriterra is currently focussing on these aspects more.
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The Role of the Dairy association of Zambia
During the interviews with DAZ, the MCC’s and organisation involved in the dairy chain it was often
asked what the role of DAZ was. According to DAZ, the organisation has been set up to involve all the
organisations and parties in Zambia that have a relevance to the dairy sector, with a specific focus on
improving the smallholder dairy industry. However, MCC’s as well as organisations in the chain
mentioned several times that their expectations from DAZ were more focussed on the database
establishment of MCC’s as well as constant monitoring by ‘DAZ representatives’ for certain MCC’s.
Through such a database the performance of the sector would become more clear and network links
would be easily. The impression that was often left that DAZ was not involved enough in the field work
and database establishment of the MCC’s. Many parties felt that DAZ should be playing a larger role in
the functioning, performance and communication with MCC’s, than is in fact currently being done.
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5.0 Conclusions
The following chapter will firstly answer the sub research questions (SRQ’s) which will eventually lead to
answering the general research question (GRQ), which were both stated in the beginning of the thesis.
The conclusions that are made are based on the results that were obtained during the literature study
and the empirical study.

5.1 Answers to Sub Research Question 1
SRQ 1 was designed to determine the position that an MCC has in a dairy chain. Therefore, the following
research question was formulated:
“What is the position of MCC’s in a dairy supply chain; (a) according to the literature? and (b) In the
Zambian Dairy chain?”
The positions of MCC’s in a dairy chain in general, according to the literature, are shown in Table 4. The
Positions of MCC’s in the Zambian dairy chain, according to the empirical data, are shown in Table 9.
Both of the tables show a vast overlap where all MCC’s are supplied by either farmers directly or by
other MCC’s or cooperatives. Furthermore, the results show that by far the most common buyer of the
collected milk is to a processor, who then processes and further markets the milk. The second most
common position for MCC’s to have is that of MCC’s selling bulked milk to the end-consumer
themselves. In Zambia, this is usually done after the MCC has processed the milk into products
themselves, however two MCC’s did show to be involved in the sale of raw milk.

5.2 Answers to Sub Research Question 2
SRQ 2 was designed to determine what the characteristics of MCC’s are. Therefore, the following
research question was formulated:
“What are the organisational characteristics of MCC’s; (a) according to the literature? and (b) In the
Zambian Dairy chain?”
Section 2.2 discusses the organisational characteristics of MCC’s as according to the literature, whereas
section 3.4 shows the organisational characteristics of MCC’s in Zambia’s dairy chain. Literature teaches
us that there are 3 types of MCC’s differentiated by their lead activities of marketing, processing or a
combination of both. In this thesis, there has not been any proof of any MCC that has only focussed on
selling all of the bulked milk through their own processing line. Therefore, two typologies of MCC’s can
be depicted in the Zambian dairy chain namely a marketing MCC or a marketing and Processing MCC.
Literature indicated that there are two defined ownership structures of MCC’s namely privately owned
or cooperatively owned. In Zambia, all of the interviewed MCC’s were run and owned by cooperatives.
Corporate governance of MCC’s was split up into three classifications as far as literature was concerned,
as can be seen in section 2.2.4. section 4.4.3 however proves that Zambian MCC’s make use only of the
‘Traditional Model’ is described by literature. All MCC’s have a BOD elected from amongst the members,
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whom is responsible for appointing a manager to run the MCC or run the MCC themselves. Furthermore,
it is import to note that members only have a voting right and a right to make part of the BOD.
Literature showed that legal forms of MCC’s is largely dependent on local legislation. In Zambia all of the
cooperatives were registered as a Ltd. company, referring to limited in shares. More details of this setup
can be found in section 4.4.4. All the MCC’s are also registered under the cooperative act of 1998, under
which they are registered as either associations, cooperatives or unions. Unions are classified as
cooperatives that have a minimum of two primary cooperatives as members as can be seen in section
4.4.2.
Both literature and Zambia show that MCC’s are classified into either primary or secondary cooperatives
(unions, see above paragraph). Members pay a membership fee in exchange for membership benefits,
which will be discussed under SRQ 3. Member numbers of MCC’s in Zambia vary from 2 to 5 primary
cooperatives and individual numbers from 30 to 300 plus members. There is however a distinction
between registered, active and inactive members, as is explained in section 4.4.5. The radius from which
MCC’s have milk delivered reach up to as far as 25km’s.

5.3 Answers to Sub Research Question 3
SRQ 3 was designed to determine what the functions and activities MCC’s carry out. Therefore, the
following research question was formulated:
“What are the activities that an MCC carries out; (a) according to the literature? and (b) In the Zambian
Dairy chain?”
A great deal of overlap and coherence was found in the functions of MCC’s as according to the literature
and empirical research. Sections 2.3 and 4.5 elaborate a great deal on these functions and activities. The
most obvious of activities is that of bulking delivered milk. The most important activity followed by
collection/bulking is that of marketing the milk whether this be by processing the milk for sale to an end
consumer or (in most instances) selling the milk in bulk to a processor. Sections 4.5.2 and 4.5.3 focus on
these two aspects.
Both literature and empirical results indicated that MCC’s offer their members services and inputs, to
benefit milk production or the members in general. An overview of these aspects is given in Tables 4, 15,
16, 17 with more specific explanation in sections 2.3 and 4.5. Literature and empirical results show that
member dependency on MCC’s is high. Members of Zambian MCC’s are largely dependent on their
MCC’s for the marketing of milk, feed, pharmaceuticals, access to AI, access to training and dipping
facilities as is shown in Table 17, with more information. This did not come as a surprise as both the
horizontal and vertical challenges being experienced by Zambian MCC’s are an issue of feed, milk price,
access to water, access to microfinance and relations with processors as is explained in detail in sections
4.6 and 4.7.

5.4 Answers to Sub Research Question 4
SRQ 4 was designed to determine which strategic alliances were being used by MCC’s. Therefore, the
following research question was formulated:
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“Which strategic alliances currently being utilized by MCC’s; (a) according to the literature? and (b) In the
Zambian Dairy chain?”
Part of SRQ 4 was the defining what a strategic alliance is and in what forms of strategic alliances can be
defined. Based on the literature the author defined Table 7, in sections 2.4.3 which incorporates the
definitions and classifications of several authors into one scheme which was used to classify SA’s for the
empirical research. Based on this Table, and the results from the interviews, the following conclusions
can be made on strategic alliances:




No examples of joint ventures between MCC’s and another organisation could be found,
however Unions were formed between collaborating MCC’s.
The only alliances formed were non-equity alliances
The alliances that have been formed have been done both vertically and horizontally of which
action sets, strategic cooperative agreements and cooperatives were defined as being the
structures of alliances formed.

When one refers the above conclusions to Table 7 in section 2.4.3 the outcome is Table 37 below. This
leaves the author to conclude that of the 14 possible forms of alliance that could have been formed, only
5 have been formed, which have been marked with an X in Table 33.
Strategic Alliances used by MCC's in the Zambian Dairy Chain
Sporleder, 2006

Partner-Characteristic

Alliance-Structure-Based

Concepts

Dimensions

Sub Dimensions

Horizontal

Non-Equity SA

Alliances Used

Action Sets

x

Strategic cooperative agreements

x

Cooperatives

x

Action Sets

x

Strategic cooperative agreements

x

Vertical
Cooperatives

No vertical
cooperative alliances
were found

Action Sets
Horizontal

Strategic cooperative agreements
Cooperatives

Equity SA

Action Sets
Vertical

Strategic cooperative agreements

No equity alliances
of any form were
found during
empirical data
collection

Cooperatives
Horizontal
Joint Venture

Horizontal Joint Venture

Vertical
Vertical Joint Venture

No Joint Ventures
were found during
empirical data
collection

Table 33 Strategic Alliances used in the Zambian Dairy Chain
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5.5 Answers to Sub Research Question 5
SRQ 5 was designed to determine why specific strategic alliances are being used by MCC’s. Therefore,
the following research question was formulated:
“Why are these specific strategic alliances being utilised by MCC's; (a) according to the literature? and (b)
According to the management of MCC's in the Zambian dairy chain?”
Literature argues that there is a large number of reasoning for why firms delve into strategic alliances as
can be seen in section 2.5.1. However, when these aspects become more refined and adapted to
positions in which MCC’s are found, the reasoning becomes more defined. The same conclusion can be
made on SA’s that have been made my MCC’s in Zambia.
Empirical data shows that the first and foremost reason for MCC’s to engage into SA’s is in order to
market bulked/collected milk as best as possible. With dairy produce, a constant guaranteed buyer is the
most essential aspect after which follows attaining the best possible price for the collected milk. Other
reasons for alliances being formed largely are (1) the needs of the members of the MCC’s and (2) offers
that are made towards the MCC.
Needs of Members
As is illustrated in sections 2.5, 4.5, 4.6 and 4.7 much of the reasoning is indicated as to why MCC’s
engage into strategic alliances. The most common reason is to attempt to meet the demands of the
members of the MCC’s as much as possible. These needs a very diverse but mostly directly related to the
production of milk. All the MCC’s indicated the marketing of milk, access to and price of feed and access
to inputs as the largest challenges being faced by their members, and thus focus to form alliances based
around these needs.
Offers made to MCC’s
MCC’s will also engage into alliances when certain proposals are made to them. During the interviews
MCC’s indicated that they will go into any alliance with any organisation even if this may not directly
benefit their member’s needs with relation to milk. An example is that of organisations such as
organisations whom work with HIV/AIDS prevention, TB or even government inoculation. Also, the
MCC’s may grasp any opportunity for any form of help or assistance which is offered, and so they should.
This does however mean that the initiating party is not the MCC itself.

5.6 Answer to the General Research Question
In order to achieve the objective of this research namely; “to determine which strategic alliances are
currently being utilized by MCC’s in the Zambian dairy chain and why these specific strategic alliances are
being used”. To answer this research objective the general research question was formulated as
following:
“Which strategic alliances are being used by MCC’s in the Zambian Dairy Chain and why are these
strategic alliances being used?”
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Various forms of SA’s have been proved to be used by MCC’s in the Zambian Dairy Chain. The nature of
these alliances varies largely between partners and individual MCC needs. Based on the results of the
empirical research it is possible that a total of 5 forms of alliances are being utilised, all of which are nonequity alliances, meaning that capital investment is not introduced by all the parties engaging into the
alliance. However, evidence has been found to prove that even without capital investment, a variation of
3 sub dimensions of SA’s ranging from action sets to strategic cooperative agreements and the
establishment of cooperatives, or in this case unions.
Why are these alliances formed? Empirical data has taught us alliances are formed for several reasons,
largely based on member’s needs. The core activities and functions as described in sections 4.5, coupled
with challenges faced across the dairy chain (horizontal challenges) and finally challenges faced in the
chain (vertical challenges) are the reasons as to why MCC’s are engaged in SA’s.
Therefore, the answer to the GRQ is that MCC’s in the Zambian dairy Chain form 4 types of strategic
alliances ranging from basic yet firm agreements to the creation of cooperatives or unions. MCC’s
engage into strategic alliances to best meet demands of their members suffering challenges across the
chain and to tackle vertical challenges that the MCC’s themselves are facing in the Zambian Dairy Chain.
As well as this, MCC’s receive offers from organisations to establish an alliances. The alliances found,
their motives and involved organisations are shown in Table 34.
Types of Strategic alliances

Motives

Example Organisations

- Action Sets with processors
- Cooperative agreements
with Processors
- Formation of Unions
between MCC’s (cooperatives)

Marketing of milk

- Parmalat, Zammilk, Varun
- CDDCU
- Chibombo Union
- Mukulu Dairies

- Action Sets with suppliers
- Cooperative agreements
with suppliers

Agro-Input Supplies

- Livestock Services Ltd.
- VET-24

- Action Sets with suppliers
- Cooperative agreements
with suppliers

Feed Suppliers

- Livestock Services Ltd.
- National Milling

- Action Sets with NGO’s
- Cooperative agreements
with NGO’s

Training, Education and
NGO Beneficiaries

- SNV
- CZDA
- Agriterra

Table 34 Answer to the GRQ
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6.0 Discussion
6.1 Limitations to the research
The amount of time available meant that not all the MCC’s could be visited nor interviewed as well as
only a limited amount of time being able to be spent at the MCC to do the interview and observe in
general how the MCC would function.
During the interview with CDDCU in Choma, it became clear that they were facing a number of
difficulties. The manager that ran the MCC had been relieved from duty and the board was engaged in a
series of meetings to discuss the future management of the MCC. It seemed as if the MCC was facing
difficult times with a number of operational and management issues. As the board now serving was
formed 2 months before the interview, a lot of knowledge on the MCC was difficult to collect and
process. Apart from this, the MCC had half of its production line out of action. CDDCU was the
organisation working with two large NGO’s and highly recommended by DAZ and others in the dairy
chain. It was truly unfortunate that the situation leads to limited results and generation of knowledge
and facts surrounding the MCC.
When Mpima MCC was visited the production plant was out of action as well as the manager and board
president being unavailable. This lead to the interview being conducted with the treasurer and
accountant whom had a limited amount of knowledge of farm related problems and practical challenges.
Unfortunately, no expert was found in the field of SA’s in the Zambian dairy chain making it hard to
backtrack or triangulate any results. As well as this, the information on the Zambian dairy chain was
found to be very limited. Reports or studies that were found often had flaws and possible critics. Several
reports produced by a variety of organisations produced dairy sector or lobby reports which were used
to analyse possible areas of improvement or challenges in the chain. Before going to Zambia, many of
these reports had been read for background information and large differences were seen between
different reports. Examples could be membership numbers, facilities analysis and feasibility of milk
production. This means that the data being used varies largely, as also in this thesis differences have
been found. So, the big question is why the discrepancies? As aforementioned BOD’s, management and
employees of the MCC’s do tend to change, sometimes very abruptly meaning that the people being
interviewed are not always the same. This, coupled with a seemingly dodgy accounts/book keeping
makes it very difficult to determine certain aspects. A good example would be the following; During the
visits to MCC’s a regular question would be what the capacity of the cooling tanks was. Very often a
random Figure such as 3250 litres would be mentioned. Upon inspection of the tank, the certificate from
Parmalat would say 1500 litres. This is an example, of which very many were experienced of how
information gets mixed up or noted down wrongly. Thus, coupled with non-alignment of activities by
active members of the chain (more of this in next section), leads to a very confusing and unclear
database of information.
In this research, a total number of 12 MCC’s were visited for interviews, of which 10 were used for data
collection (see paragraph below). This sample was selected by means of convenient and cluster sampling
in order to cover as much of the differentiations in the population as possible and thus, make the sample
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representative for the entire population. Section 3.4 indicates the aspects taken into account when
selecting the sample, which allowed the author to create a sample that was as diverse as possible. This
means that the risk of having a non-representative are present but have been severely minimalized.
The interviews were all carried out by a single interviewer which could lead to certain risks. Even though
the interviewer had a neutral opinion and well organised interview guide, repeated interpretations or
errors in the interview may occur. Although this would be an unlikely risk, it may be that if another
interviewer was to conduct the same interviews, different interpretations could be made. This risk is
however, kept very low due to the same structured interview guide being used.

6.2 Elaborations on the research
During the period in which empirical research was being done, two MCC’s were approached for an
interview. Communication with these MCC’s did not go well and upon arrival and conduction of the
interview, the author decided to not include these two in this thesis sample. Reasoning for this is that
the author did not seem to receive straight answers and the author did not feel comfortable to question
on further. On the answers that were given, further questioning led to awkward silences and none of the
answers could be checked nor confirmed. These two MCC’s were therefore removed from the list.
When the interviews were being conducted the author greatly struggled to indicate with which
organisations any current alliances were being utilised. Often detecting a possible alliance came from
questions from the author, seeing indications in and around the MCC’s and communicating with
organisations in the same industry. Often an interviewee would indicate to have an MoU with an
organisation, when this was not the case or the alliance was not currently active.
Parmalat Zambia Ltd. was approached for a meeting to discuss the relations with the MCC’s from which
the company buys. However, this was not made possible despite several attempts to meet with the
organisation. Thus, only the answers given in interviews were taken into account for this research.
Often during an interview, the interviewee would get a chance to ask questions in return. It was not
uncommon for the interviewer to be asked about what donations were to be made or benefits the MCC
would be getting from the cooperation. This was, at times, a little embarrassing as the interviewer clearly
indicated to be conducting research only.
As aforementioned many of the MCC’s indicated to have a number of in house skills, work with a range
of organisations for a number of goals. It was noticed that some MCC’s had had a large amount of
trainings in many aspects of the dairy sector and others had received none. As well as this it was
common for MCC’s to have several of the same trainings or assistance from several different
organisations. Some interviewees claimed to have had an AI training from 6 different organisations in the
same period of time. As well as this, interviewees also often indicated that NGO’s would offer the exact
same form of assistance to MCC’s yet they did not know this from each other. This would suggest that
there is a lack of alignment of activities by organisations in the dairy chain. As well as this, it seems that
the acting members in the chain are not involved in a mutual database by where all of the MCC’s results
and facts are being saved. General aspects, as is mentioned in above section, on MCC’s such as member
numbers, tank capacities, deliveries or even milk rejections are not being shared by many.
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During this research, a large amount of people and organisations were approached for meetings,
discussions as well as the author informing all involved parties that a stakeholders meeting to present all
the results of the study, as well as general insights would be held and organised by the author. All parties
involved in the research were approached, informed and asked to be present at the meeting. Due to
short notice CZDA was not able to attend however from the rest of the invited parties only Agriterra
attended the meeting. This was disappointing as it suggested a lack of interest in the topic and, as
Agriterra indicated, the meeting was fruitful as well as interesting for the partied that could have joined.
During the write up of the results the dairy magazine from DAZ was read. In this edition DAZ dedicated
several pages to member services (Annex 25). One of the organisations that was listed was buffalo
bicycles, formed under world bicycle relief. Buffalo Bicycles was approached for information regarding
the collaboration, upon which an email with different information was received (Annex 26). A case such
as this where two parties have contradicting stories was experienced several times, however the author
was asked not to publish certain information. Results such as this do mean that there is always a margin
of error in what is expressed to the interviewer.

6.3 Suggestions for further research
Further research that would benefit the Zambian dairy chain with respect to MCC’s would be to conduct
a research focussing on the performance measurement of MCC’s. This would give added insight into the
performance of each Zambian MCC, MCC’s in general and to the BOD and managers of every MCC.
Further research concerning this same topic could also be conducted with other MCC’s in Zambia in the
most western and eastern provinces. Considering their rural location there might be more interesting
information on the alliances they have engaged themselves into.
The literature study was concluded with a conceptual framework (Figure 12) demonstrating the
connections between 4 aspects leading to the development of strategic alliances. This framework
showed the interconnectedness of concepts related to the development of strategic alliances. As can be
seen in Figure 12, Organisational aspects, position in the chain and functions/activities carried out by
MCC’s eventually lead to a set of motives for which alliances are set up. In reality, the three aspects are
largely standardized among the MCC’s with limited differentiations between the MCC’s. This would
suggest, taking into account the differences (e.g. processing ability) that many of the MCC’s would
relatively similar motives for engaging into strategic alliances, which in many cases they do. The
framework thus also indicates that in theory, all the MCC’s would have enough motive to engage into as
many strategic alliances as possible, yet the differences in the empirical data show large differences
between the individual MCC’s and the alliances they have engaged into. This further leaves the author to
query how much influence the 4 aspects in Figure 12 actually have, and how much of the alliances are
actually initialized by the MCC’s themselves. This would create an excellent base for further research to
define what the actual role of partners in alliances in the Zambian dairy chain has been.
It may also be fruitful to delve further into SA literature to produce a separate report on SA’s that are
formed by producer organisations as well as the critical differences between the alliances. Maybe even
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an analysis on the successfulness of any of the SA’s in general coupled with empirical testing of the
performance of SA’s with regard to producer organisations.
A study on the possibility of creating a database in which all of the information is collected on MCC’s
such as produces, members and purchases may be useful. For example, if any MCC is suddenly placing
larger orders for a certain medication (e.g. to combat hear water) this information may suggest an
outbreak of ticks. If this same MCC is not buying any dipping materials, there would be reason to be
believe that this MCC has members that are in fact not dipping their cattle. Prevention is better than
trying to cure heart water, as this disease is in most cases a one-way ticket to death. If it would be
possible to set up an active database system that is able to give insights such as these, the dairy sector,
as well as other livestock sectors would benefit greatly.

6.4 Empirical vs Literature Findings
Literature and empirical findings were both utilised in these theses leading to definable differences in
the results from both methods of research.
Positions of MCC’s – Literature showed a total of 4 positions that MCC’s hold in a dairy supply chain of
which the most common position found was also found in Zambia. Empirical data showed few examples
of the sale of milk to end consumers and not at all to traders.
Organisational Characteristics of MCC’s - Much of the literature found that focussed on MCC’s in general
was often very practical. Also, organisational characteristics depicted in literature were from a European
standpoint, something which was largely recognised as well in many of the By-Laws of the MCC’s. The
complexity and establishment of these By-Laws was often too vast and complicated to understand for
the BOD’s themselves to fully make use of them. Much of the differences between literature and
empirical data were related to the literature focussing on western related examples whereas MCC’s in
Zambia are far from comparable.
As for the figures on memberships much of the MCC’s found elsewhere in the world have larger
membership bases than that found in Zambia, with a few exceptions. Membership radius’s and litres of
milk delivered per member also varied between what was found empirically and what was stated by
literature. Published studies done specifically on Zambia’s dairy chain also showed great differences in
their figures. For example, the studies by Kawambwa et al. (2014) contained details of herd counts and
average milk yields, which greatly differed from the data collected by the Author. This report, and others
used for the literature study also did not include limitations experienced leaving the author unable to
understand or conclude why these figures vary.
Activities and functions carried out by MCC’s – The data that was found in the literature covered all of
the data that had been collected in Zambia. There was a lack of explanation with many aspects that were
found in literature. For example, specific cases of inoculation programmes such as the fight against
corridor disease was not often seen or recorded. However, motives for MCC’s to engage into SA’s found
in literature covered all the motives that were noted in Zambia as both literature and empirical data
produced the same set of motives. This also counts for the activities that MCC’s including the supply of
inputs and especially giving access to trainings and education.
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Strategic Alliances - Literature was able to give sufficient information concerning SA’s, their properties
and how they are formed. Many of the examples studied are airline industries or large-scale processing
chains however not much literature on SA’s used AFSC’s as a study subject. Differences in opinions by
authors could be overbridged making them more understandable and applicable to use as a reference in
the field in Zambia. However, this typology classification of SA’s was largely focussed on worldwide SA’s
that had been formed, most of which does not exist in Zambia, especially not in the dairy chain.
To conclude, much of the literature was based on MCC’s in general and not focussed on Zambia, so when
compared to empirical data there were logical differences. However, when focussing on the literature
that was Zambia specific, data was found to vary and differ from what the empirical results showed.
Particularly milk yields, herd sizes and farm challenges were not always found to be the same in Zambia
as the literature stated.
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Annexes
Annex 1 - Operationalisation of the literature
Concepts

Operationalisation of the literature results
Variables
Specific Questions to identify variables

Indicators
Farmer

Position in the chain

Buyer

Typology
Ownership

Governance
Organisational
characterisitcs of the
MCC

Corporate
Legal Form

Membership

7 main activities

Functions and
Dependency of members
activities carried out
Horizontal challenges - Shared
by MCC
challenges (members only)
Vertical challenges - Supply
chain stakeholders
Others

Motives for the
Strategic alliance

Farmer
Processor
Trader
End consumer
Other
Marketing
Processing
Combination
Private
Cooperatively
Traditional
Management

Cooperative
Association
Size of membership

What is the legal form of the MCC?
What is the legal form of the MCC?
How many members does the MCC have?
How many smallholder members does the MCC have?
How many medium scale farmers does the MCC have?
Types of members
How many large scale farmers does the MCC have?
Does the MCC have any other MCC's or cooperatives as members?
Does the MCC have any other relations such as non member suppliers?
Distances of members
What is the radius of members?
Milk Collection
How does the MCC collect its milk?
Milk Processing
In what ways does the MCC process milk?
Milk Marketing
How does the MCC market its milk?
Milk Transportation
How does the MCC transport its milk?
Supplying inputs
What inputs does the MCC supply to it's members?
Supplying Services
What services does the MCC offer to it's members?
Supplying options
What else does the MCC offer its members?
Expectations of members
What expectations do the members have from the MCC?
Problems surrounding all
What problems do all the farmers supplying the MCC face and what is the
farmers
MCC doing about these problems?
Problems up or down supply What problems is the MCC facing in acquiring of inputs and the sale of
chain
milk?
NGO's needing to access large With which NGO's is the MCC working?
For
groups
what goal is the MCC working with these NGO's?
Development Programmes
With which extermal programmes is the MCC working?
needing access to local
For what goal is the MCC working with theseprogrammes?

Marketing

SA's to help marketing

Education

SA's to help education

Skills development

SA's to help skills
development

Limited access to resources

SA's to help solve limited
access to resources

Pooling of resources

SA's to pool resources

Sharing of risks

SA's to share risks

Production
Processing
Logistic challenges
Equity
Strategic Alliance direction
Typology of Strategic
Alliance
Alliance Structure

Activity/Function of Alliance

How many farmers deliver milk to the MCC?
Is raw milk sold to a processor?
Is raw milk sold to atrader?
Is milk sold directly to the end consumer?
Is the milk sold to another party?
Is the MCC engaged in the marketing of milk?
Is the MCC engaged in the processing of milk?
Does the MCC engage in both marketing and processing?
Is the MCC privatley owned
Is the MCC cooperatively owned?
How is the cooperative governed?
Is the
MCC registered under the cooperatives society act?
How is the
board of the MCC decided upon and how often does it change?

SA's to Stimulate production
SA's for Processing
SA's to solve logistical
challenges
Non equity
Equity
Joint Venture
Vertical
Horizontal
Action Sets
Strategic cooperative
Agreements
Cooperative
Joint Venture
Activity/Function of Alliance

Does the MCC struggle to market its milk?
Does the MCC manage to market all of its milk?
Does the MCC want to expand its current market?
Is the MCC looking into entering new markets?
Does the MCC struggle to educate all of its members?
Does the MCC want to improve education of its members?
In what ways is the MCC involved in improving education?
What do MCC's want to improve on in terms of education?
Does the MCC want to improve the skills held by the board or by its
members?
Does the MCC struggle in improving in-house skills?
What skills does the MCC want to expand on within the MCC?
Does the MCC have limitations to its resources? E.g. finance, inputs
What resources is the MCC lakcing
What resources would the MCC like to focus on?
Does the MCC share its resources with other MCC's?
Does the MCC share resources with other industries such as other
cooperatives?
Does the MCC gain access to resources by sharing with other
organisations/firms?
What are the main risks that the MCC faces?
How does the MCC cope with these Risks?
Does the MCC engage in strategic alliances in order to increase their
collective production?
Does the MCC engage in strategic alliances in order to improve their
processing capacity/quality/ability
Does the MCC engage in strategic alliances in order to solve logistical
challenges
Does the alliance require investment from all collaborating parties?
Does the alliance require investment from all collaborating parties?
Is a new company set up due to the alliance?
Is the alliance formed actors up or down the supply chain?
Is the alliance formed with competing organisations?
Is the alliance based on simpel but concrete agreements?
Are the alliances contractually or officially noted?
Is a cooperative established due to the alliance?
Is a new company set up due to the alliance?
What are the main goals of the alliance?
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Annex 2 - overview of registered MCC's

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77

Cooperative
Mutenda Dairy Coop Society
Kwanshama Dairy Coop Society
Fisenge Dairy Coop Union
Sunridge Cooperative
Mpatamatu Dairy Cooperative Union
Mpongwe Dairy Coop.
Mufulira Dairy Cooperative Union
Chat Dairy coop
Misundu Dairy Coop Society
Chibote Multipurpose
Chibombo Dairy Cooperative Union
Liteta Dairy Cooperative Union
Chisamba
Chisamba East
Protea(Kamaila)
Mutaba
Kasavasa Dairy Cooperative
Mpima Dairy Cooperative
Balaka
Ngwerere
Chikumbi Dairy Cooperative
Mondake Cooperative
Twikatane Cooperative
Palabana Dairy Cooperative
Kanakantapa Dairy Cooperative
Mpango Dairy Cooperative
Njolwe Multipurpose Cooperative
Satelite
Nachibambwa
Ferngrove Dairy Cooperative
Chipongwe West Farmers
Mapepe Dairy Cooperative
Chipapa Cooperative Society
Magoye Smallholder Dairy Coop
Pelusa Dairy Coop
Munjile Cooperative
Nkaba
Chivuna
Chipapa Cooperative
Monze Dairy Cooperative
Nteme Dairy Cooperative
Kazungula MCC
St. Mary's MCC
Kaumba MCC
Nachibuli MCC
Keemba MCC
Hufwa MCC
Ufwenuka MCC
Malama MCC
Pemba Dairy Cooperative
Munyeze Dairy Cooperative
Pemba Dairy Cooperative
Silwiili Dairy Coop
Namwala Central Dairy Cooperative
Chitongo Dairy Cooperative
Mungaila Dairy Cooperative
Nchole MCC
Niko Dairy Cooperative
Mutandalike Dairy Cooperative
Masopo Dairy Cooperative
Bwacha Dairy Cooperative Society
Batoka Dairy Cooperative
Mbabala Dairy Cooperative
Choma District Dairy Cooperative Union
Choma DAM
Kanchomba Dairy Coop
Kalomo Dairy Cooperative
Zimba Dairy Cooperative
Kazungula
Mutanda Dairy Coop Society
Mongu Dairy Coop Society
Tukongote Dairy Coop Society
Senenga Dairy Coop Society
Mwandi Dairy Coop Society
Chinjala Dairy Coop Society
Mpika Dairy Coop Society
Mbala Dairy Coop Society

MILK COLLECTION CENTRES IN ZAMBIA - DAZ MEMBERS
NUMBER OF
MEMBERS
Status
TOWN
PROVINCE
Chingola
Copperbelt
65 Actiive
Kitwe
Copperbelt
40 Actiive
Luanshya
Copperbelt
187 Actiive
Mufulira
Copperbelt
36 Actiive
Luanshya
Copperbelt
80 Actiive
Mpongwe
Copperbelt
15 New
Mufulira
Copperbelt
Yet to Update New
Kalulushi
Copperbelt
Yet to Update New
Ndola
Copperbelt
10 Not active
Kalulushi
Copperbelt
60 Actiive
Chibombo
Central
150 Actiive
Chibombo
Central
150 Actiive
Chibombo
Central
40 Not active
Chibombo
Central
10 Not active
Chisamba
Central
25 Actiive
Chisamba
Central
30 Active
Kabwe
Central
30 Active
Kabwe
Central
232 Actiive
Kabwe
Central
180 Actiive
Chisamba
Central
32 Actiive
Chisamba
Central
48 Not active
Kabwe
Central
25 Actiive
Kabwe
Central
25 Actiive
Chongwe
Lusaka
73 Actiive
Chongwe
Lusaka
30 Actiive
Chomngwe
Lusaka
20 Not Active
Chongwe
Lusaka
37 Actiive
Chilanga
Lusaka
10 Actiive
Mwembeshi
Lusaka
40 Actiive
Chilanga
Lusaka
36 Actiive
Chilanga
Lusaka
33 Not active
Chilanga
Lusaka
66 Actiive
Chilanga
Lusaka
29 Active
Mazabuka
Southern
308 Actiive
Mazabuka
Southern
60 Actiive
Mazabuka
Southern
45 Actiive
Mazabuka
Southern
46 Actiive
Mazabuka
Southern
53 Actiive
Monze
Southern
37 Actiive
Monze
Southern
376 Actiive
Monze
Southern
43 Actiive
Monze
Southern
140 Actiive
Monze
Southern
111 Actiive
Monze
Southern
40 Actiive
Monze
Southern
27 Actiive
Monze
Southern
68 Actiive
Monze
Southern
98 Actiive
Monze
Southern
60 Actiive
Monze
Southern
98 Actiive
Pemba
Southern
45 Actiive
Monze
Southern
72 Actiive
Pemba
Southern
45 Actiive
Monze
Southern
150 Actiive
Namwala
Southern
24 Actiive
Namwala
Southern
44 Actiive
Namwala
Southern
63 Actiive
Namwala
Southern
Namwala
Southern
72 Actiive
Choma
Southern
110 Actiive
Choma
Southern
97 Actiive
Choma
Southern
55 Actiive
Choma
Southern
83 Actiive
Choma
Southern
142 Actiive
Choma
Southern
0 Actiive
Choma
Southern
31 Actiive
Choma
Southern
82 Actiive
Kalomo
Southern
119 Actiive
Zimba
Southern
46 Actiive
Kazungula
Southern
Yet to Update Actiive
Solwezi
North - western
60 Actiive
Mongu
Western
75 Actiive
Mongu
Western
50 Actiive
Mongu
Western
80 Actiive
Mongu
Western
66 Not active
Chipata
Eastern
78 Actiive
Mpika
Muchinga
35 Actiive
Mbala
Northern
35 Actiive

Member of
DAZ
Yes
Yes
Yes
Yes
Yes
Yes
yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
No
No
No
No
No
No
No

OFFTAKER PROCESSOR
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
not yet
not yet
Nil
Parmalat
ZamMilk
ZamMilk
ZamMilk
ZamMilk
ZamMilk
ZamMilk
ZamMilk
Parmalat
Parmalat
Varun
Varun
Parmalat
Parmalat
Parmalat
Kaposhi
Nil
Parmalat
Vineyard Estates
Varun
Parmalat
Varun
Parmalat/Dairy King
Varun Foods and Beverages
Parmalat
Parmalat
Parmalat
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Parmalat
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Varun Foods and Beverages
Parmalat
Varun Foods and Beverages
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Parmalat
Finta and local sales
Parmalat
Local sales
Local sales
Local sales
Nil
Local sales
Local sales
Mpika dairy
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Annex 3 - Interview Schedule
Interview guide - Strategic Alliances of MCC's
Aspects

Q.N. Specific Questions to identify variables

Position in the
chain

1
2
3
4
5
Organisational 6
characteristics 7
of the MCC
8
9
10
11
12
13
14
15
16
17
18
19
20
21
Functions and 22
activities
23
carried out by 24
MCC
25
26
27
28
29
30

Motives for
the Strategic

31
32
33
34
35
36
37

How many farmers deliver milk to the MCC?
Is raw milk sold to a processor?
Is raw milk sold to a trader?
Is milk sold directly to the end consumer?
Is the milk sold to another party?
Is the MCC engaged in the marketing of milk?
Is the MCC engaged in the processing of milk?
Does the MCC engage in both marketing and processing?
Is the MCC privately owned
Is the MCC cooperatively owned?
How is the cooperative governed?
Is the MCC registered under the cooperatives society act?
How is the board of the MCC decided upon and how often does it change?
What is the legal form of the cooperative?
How many members does the MCC have?
How many smallholder members does the MCC have?
How many medium scale farmers does the MCC have?
How many large-scale farmers does the MCC have?
Does the MCC have any other MCC's or cooperatives as members?
Does the MCC have any other relations such as non-member suppliers?
What is the radius of members?
How does the MCC collect its milk?
In what ways does the MCC process milk?
How does the MCC market its milk?
How does the MCC transport its milk?
What inputs does the MCC supply to its members?
What services does the MCC offer to its members?
What else does the MCC offer its members?
What expectations do the members have from the MCC?
What problems do all the farmers supplying the MCC face and what is the MCC
doing about these problems?
What problems is the MCC facing in acquiring of inputs and the sale of milk?
With which NGO's is the MCC working?
For what goal is the MCC working with these NGO's?
With which external programmes is the MCC working?
For what goal is the MCC working with these programmes?
Does the MCC struggle to market its milk?
Does the MCC manage to market all of its milk?
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alliance

38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56

Typology of
Strategic
Alliance

57
58
59
60
61
62
63
64
65
66
67

Does the MCC want to expand its current market?
Is the MCC looking into entering new markets?
Does the MCC struggle to educate all of its members?
Does the MCC want to improve education of its members?
In what ways is the MCC involved in improving education?
What do MCC's want to improve on in terms of education?
Does the MCC want to improve the skills held by the board or by its members?
Does the MCC struggle in improving in-house skills?
What skills does the MCC want to expand on within the MCC?
Does the MCC have limitations to its resources? E.g. finance, inputs
What resources is the MCC lacking
What resources would the MCC like to focus on?
Does the MCC share its resources with other MCC's?
Does the MCC share resources with other industries such as other cooperatives?
Does the MCC gain access to resources by sharing with other organisations/firms?
What are the main risks that the MCC faces?
How does the MCC cope with these Risks?
Does the MCC engage in strategic alliances in order to increase their collective
production?
Does the MCC engage in strategic alliances in order to improve their processing
capacity/quality/ability
Does the MCC engage in strategic alliances in order to solve logistical challenges
Does the alliance require investment from all collaborating parties?
Does the alliance require investment from all collaborating parties?
Is a new company set up due to the alliance?
Is the alliance formed actors up or down the supply chain?
Is the alliance formed with competing organisations?
Is the alliance based on simple but concrete agreements?
Are the alliances contractually or officially noted?
Is a cooperative established due to the alliance?
Is a new company set up due to the alliance?
What are the main goals of the alliance?
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Annex 4 - Observational form
Observation Aspect

Observational Points

Building

- Building maintenance
- Building Facilities
- Building Hygiene

Milk Equipment

- Tanks
- Cooling equipment
- Milk Cans
- Machinery
- Hygiene

Milk Handling

- Filtration
- Milk Testing
- Addition to tank
- Cleaning of materials
- Hygiene
- Testing equipment

Surrounding Area

- Possible facilities
- Hygiene

Road

- Distances
- Quality of the road

Management

- Communication skills
- Organisation in and
around MCC

Notes
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Annex 5 – Copy of a MCC’s By-Laws
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Annex 6 - 7 principles upon which an MCC is established
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Annex 7 - Properties of the BOD's of MCC's
Differences in BOD properties of MCC’s in the Zambian Dairy Chain
Name of
BOD properties
MCC
Palabana - 11 members (only) sit on the BOD
- Election through an AGM
- 3-year membership cycle with a maximum seating time of 6 consecutive years. 4
directors sit for 3 years, 4 directors for 2 years and 3 directors for 1 year.
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
Mapepe
- 7 members (only) sit on the BOD
- Election through an AGM
- 2-year membership cycle of two members, AGM cycle of 2 other board members and
a 3-year cycle of the remaining board members
- Equal distribution of gender amongst board members
- Member cycle system ensuring there is always one board member that has served a
minimum of 2 years
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
Chibombo - 7 members (only) sit on the BOD
- Election through an AGM
- 2 members changed every 2 years and 3 members changed every 3 years
- 1 member from each primary cooperative sits on the board
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
Mpima
- 7 members (only) sit on the BOD
- Election through an AGM
- 2 members changed every 2 years and 3 members changed every 3 years
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
Magoye
- 7 members (only) sit on the BOD
- Election through an AGM
- 2 members changed every 2 years and 3 members changed every 3 years
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
Masopo
- 7 members (only) sit on the BOD
- Election through an AGM
- 3-year membership cycle with a maximum seating time of 6 consecutive years
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
Choma
- 11 members (only) sit on the BOD
- Election through an AGM
- 3-year membership cycle where the first 4 members of the board leave at the first
following AGM, 4 at the next AGM (2nd year) and 3 will retire on the third year AGM.
Maximum term of office is 6 years.
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
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Zimba

Monze

Chipapa

called for.
- 1 member from each primary cooperative sit on the board
- 7 members (only) sit on the BOD
- Election through an AGM
- 3-year membership cycle with a maximum seating time of 6 consecutive years
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
- 7 members (only) sit on the BOD
- Election through an AGM
- 5-year membership cycle with a maximum seating time of 6 consecutive years
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.
- 7 members (only) sit on the BOD
- Election through an AGM
- 3-year membership cycle with a maximum seating time of 6 consecutive years
- AGM held approx. 6 months before the end of the Financial year unless a meeting is
called for.

Table 35 Differences in BOD properties of MCC's in the Zambian Dairy Chain
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Annex 8 - Objectives of an MCC
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Annex 9 – overview of Management properties and employee ratios
Management Properties of the interviewed MCC’s
Name of MCC
Management Properties of the MCC’s
Palabana Dairy Cooperative Society
- Single manager
Ltd.
- 2 Full time employees
Mapepe Dairy Co-operative Society
- Single manager
Ltd.
- 3 Full time employees
Chibombo Dairy Cooperative Union
- Single manager
Ltd.
- 5 Full time employees
Mpima Dairy Cooperative Ltd.
MCC:
- 1 manager and 2 employees
Processing Plants:
- 1 Manager and 12 employees
Magoye Smallholder Dairy
- Single manager
Cooperative Ltd.
- 3 Full time employees
- 1 Financial auditor
Masopo Dairy Cooperative Ltd.
- 1 Manager
- 1 employee
Choma District Dairy Cooperative
- 1 Manager (recently fired) for the MCC and processing
Union Ltd.
plant
- 4 employees
Zimba Dairy Cooperative Ltd.
- 1 manager
- 2 employees
Monze Dairy Cooperative Ltd.
- 1 manager
- 4 employees
Chipapa Cooperative Society Ltd.
- 1 manager
- 2 employees
Table 36 Management and employees Ratio
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Annex 10 - Details of membership shares and specifics in MCC’s
Details of membership shares in the MCC’s
Name of MCC
Shares and net worth of shares of the MCC’s
Palabana Dairy Cooperative Society
-Max. Amount of Shares: 10
Ltd.
- Prices of shares: 100 ZMK
- Minimum number of shares to exercise member rights: 1
Mapepe Dairy Co-operative Society
- Max. Amount of Shares: 20
Ltd.
- Prices of shares: 100 ZMK
- Minimum number of shares to exercise member rights: 1
Chibombo Dairy Cooperative Union
- Max. Amount of Shares: 10
Ltd.
- Prices of shares: 250 ZMK for members and 50 ZMK for
members of a primary cooperative
- Minimum number of shares to exercise member rights: 1
Magoye Smallholder Dairy
- Max. Amount of Shares: 10
Cooperative Ltd.
- Prices of shares: 100 ZMK
- Minimum number of shares to exercise member rights: 5
Choma District Dairy Cooperative
- Max. Amount of Shares: 10 per cooperative
Union Ltd.
- Prices of shares: 500 ZMK
- Minimum number of shares to exercise member rights: 5
Table 37 Details of shares of MCC's
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Annex 11 – Milk Collection procedure
Testing Equipment

Milk Measurement and weighing

Addition to the Bulking tank
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Supplier record keeping

Annex 12 – Informal sale of milk at a market and Local sales of milk at an MCC
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Informal sale of milk on a market place

Sale of milk to an end-consumer at a MCC
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Annex 13 – Local transportation of Milk

Transport by Bicycle

Transport by Truck

Transport by Bicycle in groups
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Annex 14 - VET-24 Company Advertisement in DAZ Magazine
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Annex 15 – Vet 24 Distribution Contract
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Annex 16 – SNV Dairy Programme Zambia
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Annex 17 – Bad condition of the roads leading to MCC’s
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Annex 18 – Membership network of DAZ
Input Suppliers

Financers

Processors

Processors

Institutional
Organisations

Research
Institutions

Training Institutions
Service Providers

DAZ

Government

Agro-input suppliers

Farmer
Representatives

NGO’s

MCC’s
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Annex 19 - DAZ Dairy Magazine
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Annex 20 – Observations results made during interviews
Scoring used in the Table:
-0
+

:Very bad
:Bad
:Okay
:Good
++
Cleanline
ss of
building
and
materials

Milk
handling

Milk
testing

Record
keeping
intake

++
+
+
0
+
0
+
+
0
+

0
++
++
0
+
+
0
-+
0
++

0
++
++
+
+
+
+
-+
+
--

++
+
0
+
0
0
0
0
0

N/A
++
+
+
++
+
++
0
N/A
N/A
N/A

N/A
++
+
+
++
+
0
+
N/A
0
0

+
+
+
++
N/A
++
N/A
N/A
N/A
N/A
0

Communi
cation
skill

Cooling

Palabana
Mapepe
Chibombo
Mpima
Magoye
Masopo
Choma
Zimba
Batoka
Monze
Mpika
Chipapa

cooling
tanks

Name of
MCC

Building

Observations
:Excel
lent

+
++
++
+
0
0
+
-0
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Annex 21 – Example of an

MOU
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Annex 22 - Vehicle transporting milk runs out of diesel

Transport by vehicle in this manner has been recorded at several MCC’s
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Annex 23 - Poor state of buildings

Poor state of building exterior

Poor state of building interior
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Annex 24 - Locations of MCC's within Zambia
MCC Locations in Southern Province

MCC’s in Lusaka and Central Province
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Annex 25 – DAZ member services
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Annex 26 Email from Buffalo Bicycles/world bicycle relief
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Annex 27 MOU Parmalat – Livestock services – DAZ – MCC
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