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Value Chain Examples 
 

KENYA 

Brookside Dairies Ltd  

The company. The Brookside Dairies Ltd was established in 1993 with an initial 
processing capacity of 5,000 liters of milk per day. The main plant is located in Ruiru, 25 
km from Nairobi and is now supplied by more than 15,000 dairy farmers.  

The markets. Milk processed by Brookside is sold in Nairobi and other urban centres.  

The linkages. Brookside Dairy Ltd has developed an elaborate relationship with farmers in 
order to ensure a regular supply of raw milk for processing. The firm initiated this 
relationship though farmers themselves introduced subsequent refinements, such as 
provision of some services. Milk farmers are organized and registered as suppliers through 
a formal supply contract, which indicates how much milk each farmer will deliver daily. 
These arrangements are an important planning tool for the company, determining capacity 
utilization and ensuring optimal use of its transport fleet. Farmers are normally grouped 
into collection centres, which serve to collect milk and provide a service facility where 
farmers obtain inputs. At the delivery centre, raw milk is entered into each farmer's account 
after it has been tested for quality. The firm then collects the raw milk for transportation to 
the processing plant in Ruiru. Collection centres have been established in all major 
producing areas.  

Training and support services.  Brookside Dairy Ltd provides extension services, 
artificial insemination and quality veterinary drugs, as well as animal feeds sourced from 
reliable companies at wholesale prices. These are resold to dairy farmers through the 
collection centres. All the above services are provided to farmers on credit, which is then 
deducted from milk proceeds. The prices charged by Brookside Dairy Ltd are generally 
wholesale prices plus a small margin to cover transportation and other overhead costs.  

The results. By 2001 the firm had increased processing capacity to 200 000 liters per day 
to become the leading milk processing firm in Kenya, commanding about 40 percent of 
urban market for processed milk.  

Lessons and distinct features. With an assured market and price for milk, farmers enjoy a 
low-risk environment - major farm decision parameters, such as price, market outlet, 
sources of production inputs and their costs, are all certain. Farmers are thus able to engage 
in dairy production with a clear idea of expected revenue/expenditure profiles. The 
provision of material inputs, such as animal feeds, at the collection centres has other 
benefits for farmers in terms of pricing, regularity of supply and quality assurance.  

Source: "Farm-agribusiness linkages in Kenya", by Tom R. Wambua - a report prepared for 
FAO, 2002 
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VIETNAM 

Nghe An Tate & Lyle  

The company. Nghe An Tate & Lyle (NAT&L) is a joint venture between a local state-
owned company, Nghe An Sugar Co. (NASC), and an international consortium, Anglo-
Vietnam Sugar Investments, that was licensed in February 1996 and operates a factory in 
Vietnam's North Central Coast region. Most of the growers in the region were subsistence 
farmers and therefore unable to invest in the new crop. Credit is thus an indispensable 
component of cane-growing since it takes about 14 months between planting and harvesting 
of the first crop. The total investment for a new crop, including land preparation, seedlings, 
fertilizer (NPK and Urea), ranges up to US$300 per hectare.  

The markets. Foreign investment in the sugar processing industry of Viet Nam came in 
response to a strong domestic demand for soft drinks, confectionary and ice-cream products.  

The linkages. The project focused on the disbursement of working capital to growers in the 
form of short-term loans. As an initial investment NAT&L covered expenses for a total of 2 
000 hectares, providing either cash subsidies worth US$65 a hectare or free seeds and 
fertilizer worth about US$300 a hectare. Since credit distribution to a large number of 
clients was very expensive, it was decided to form member joint-liability groups (JLGs), 
each consisting of about 50 members, governed by a board. To reduce handling costs 
starting capital was disbursed from the district office of the Vietnam Bank for Agriculture 
and Rural Development (VBARD) to the joint liability groups. Thereafter, each group 
became responsible for disbursement to the members. JLGs members shared liability for 
credit and repayments, and savings were mandatory. In the initial stages, the liquidity of the 
group was equal to the total amount of initial and compulsory savings. When this amount 
had fallen to the 10 percent of the total balance, the surplus could be used for lending to 
members. Loans or starting capital from VBARD's district branches to the groups were 
repaid, in instalments, over four years.  

Training and support services. Local government invested funds in promotion of cane-
growing and provided a subsidy of US$28 a hectare to those wishing to engage in cane 
cultivation. The distribution of credit was integrated with advice on financial management 
and training.  

The results. By August 1999, joint liability groups representing 8,674 growers and 
cultivating 5 702 ha had taken loans up to a total amount of nearly US$1.57 million. In the 
beginning of 2004, the total number of growers had increased to more than 18 000.  

Lessons and distinct features Foreign direct investment provided opportunities for 
smallholder producers after they were organized into joint liability groups. An essential 
ingredient for the successful organization and integration of the smallholders was an 
extensive credit programme that was offered as a package with training.  

Source: "Regoverning Markets: Global Issue Paper 2", by Dave Boselie and Petra van de 
Kop (Royal Tropical Institute, The Netherlands)  
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ZAMBIA 

Warehouse receipt system  

The system. In 1992, the UK Department for International Development (DFID) began 
supporting research by the Natural Resources Institute (NRI) into developing a warehouse 
receipts system to address smalllholders' storage problems. Under a project initiated in 
2000, NRI helped establish the Zambian Agricultural Commodity Agency (ZACA) Ltd., 
representing various agricultural industry stakeholders, such as farmers, traders, millers, 
bankers, insurers, warehouse operators, inspection companies and NGOs.  

The markets. Small-scale maize farmers in Zambia typically sell their crop immediately 
after harvest, when the market is swamped, to satisfy immediate cash needs. Their lack of 
marketing information and storage means that traders are able to buy their output at 
comparatively low prices. However, seasonal price rises mean that it could be profitable for 
small farmers to deposit maize in a certified warehouse immediately after harvest, selling it 
later when prices go up. Moreover, their immediate cash needs could be met by loans 
secured against the deposited crop.  

The linkages. ZACA inspects warehouses and certifies them as suitable to hold crops on 
deposit. The warehouse receipt system became operational in Zambia during the 2003/2004 
season and now involves four certified warehouse operators. When a crop is deposited, the 
operators issue receipts against the commodity, describing its weight and grade, and store it 
until the depositor wishes to collect it. Since the crop is guaranteed by ZACA, the depositor 
can also secure a loan from any financial institution using the grain as collateral, which 
relieves pressure to sell the crop immediately for ready cash. The warehouses also provide a 
market place, where traders can buy in bulk. While most maize deposits in ZACA-
registered warehouses to date have been made by traders and commercial farmers, attempts 
have been made by one warehouse operator (who is also a trader) to encourage groups of 
smallholders to use the facility. Such groups must deposit a minimum of 30 tonnes, 
equivalent to one truckload, in a certified warehouse operated by the trader, who guarantees 
to buy the maize wherever the group wishes to sell, at the prevailing market price.  

Training and support services. The warehouse receipts system in Zambia was funded by 
the Common Fund for Commodities, with co-financing by USAID, Netherlands, IFAD, and 
the Government of Zambia. Services provided include training for warehouse operators and 
inspectors. IFAD has provided technical assistance to farmer groups wishing to benefit 
from the programme.  

The results. By 2004, about 66 000 tonnes of grain were deposited in the ZACA-certified 
warehouses, of which 2 100 tonnes were the property of smallholder farmer groups. Four 
financing banks are participating in the scheme.  

Lessons and distinct features. NRI sees the warehouse receipt systems as a means to 
improve marketing systems to better serve smallholder farmers and consumers.  

Source: Natural Resources Institute  

  

 


