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The burgeoning of the informal economy in Kenya’s

dairy sector started in the early 1990s because of two

main factors. The first of these, which is the most

significant, was the dismal performance and collapse

of KCC which had monopolized the processing and

marketing of milk up to the early 1990s. The giant

cooperative’s poor financial performance in the late

1980s and early 1990s – which was a result of

mismanagement, inefficiency in collection and

processing operations and political directives

regarding prices of milk for producers and consumers

– led it to start paying cooperatives (and subsequently

producers) milk prices that did not keep pace with the

cost of production. Further, KCC delayed payments to

cooperatives, sometimes for several months. This

forced producers to shift more sales to the local raw

milk market (Staal et al., 1997: 785; Owango et al.,

1998: 174), which triggered the growth of the informal

economy in the dairy sector. The persistent poor

performance of KCC eventually led to its sale to

politically connected private investors in 2000, after it

failed to pay Kshs. 220 million (about €2.75 million) to

its employees and a bank loan of Kshs. 400 million

(about €5





€

€

€

To qualify to be a member of the society, one must: be from Githunguri Division of Kiambu district; be over 18 years of age and of sound mind;

own a dairy cow that can produce milk; and pay a registration fee equivalent to €3







The milk processing plant has helped to formalize the marketing of milk and improve the cooperative’s

performance. The cooperative collects an average of 36,000 litres of milk per day during the rainy season and

27,000 litres per day during the dry season. It collects milk from its 31 collection centres that are staffed with

qualified milk attendants with dairy training. It has an average annual turnover of Kshs. 340 million (about €3



Fourth, with support from ILO’s COO

mber 2010 to process and supply quality animal

feeds at an affordable cost. The cooperative had determined that the low productivity of some of its members

was partly because animal feeds had been too expensive for farmers and sometimes were of poor quality. With

this plant, the cooperative can provide better quality and lower priced feeds to farmers, which can help them

improve their milk production and generate more income for the cooperative. For instance, a poor quality, 70 kg

bag of animal feed currently retails at Kshs. 1,700 (€17), but the cooperative sells the same amount of a better

quality feed to farmers at Kshs. 1,300 (€1



€









































Source: USAID, Oiko Credit and Githunguri Dairy Farmers’ Cooperative












































































