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Strategies for competitiveness in dairy production 
 

Competitiveness is key to sustain and grow any dairy company. Strategies 

that a company can pursue to maintain or increase its competitiveness 

include cost reductions or reaching economies of scale, and creating or 

capturing added value. 

 

1. Costs, cost reductions & economies of scale 

 

Mapping your costs is a first step in finding ways to reduce costs. Many 

producers are not aware of the details of the cost of production or processing 

of milk. Mapping your costs will give insight into possible areas for reductions. 

Common cost elements for producers include costs for feed and fodder, 

hired labor, animal health, veterinary and extension services, water, breeding 

and animal housing. For processors and manufacturers further costs arise from 

transportation, energy costs for cooling and processing, storage, specialized 

equipment, packaging, distribution and marketing, etc.  

 

Creating economies of scale can be important to increase competitiveness. 

Economies of scale refer to cost advantages that enterprises obtain due to 

their size, output, or their scale of operation. Costs per unit of output (e.g. a 

liter of milk) generally decrease as a company’s scale increases, because 

fixed costs can be spread out over more units of output.  

 

This doesn’t necessarily mean that each producer must own an ever growing 

number of cattle. It can also mean that more suppliers are actively included 

in a collector system, nucleus estate, processing or manufacturing plant. 

Larger farms, collectors, processors or manufactures can all strive to link more 

smallholders to their value chains while providing inputs and services, thus 

creating potential cost advantages through the generation of bulk supply1.  

 

2. Value adding & diversification 

 

Next to cost reductions, also the creation or capturing of added value can 

make dairy companies more competitive: 

  

                                                        
1 Makoni, N. et al. (2014) White gold: Opportunities for dairy sector development 

collaboration in East Africa. CDI/WUR, online at http://edepot.wur.nl/307878   
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 Higher quality milk and dairy products can help you to get higher 

prices for your produce. Following quality standards and good 

practices in milking and processing is crucial. It’s likely that farmers, 

producers or manufacturers will need training on such techniques. 

 Timing: your business can attempt to increase production in times of 

seasonal scarcity, capturing added value when demand is high and 

supply from competitors is low. This requires adequate farm planning, 

fodder and cow management in a difficult production season. 

 Proper branding and packaging can play a crucial role in marketing 

your products and capturing added value. 

 Diversifying dairy products can be a great option if markets for your 

products exist or can be created. Examples include different milk 

products (e.g. cultured or flavored milks, UHT and milk powder) or other 

dairy products (e.g. yoghurts, cheeses and butters). This does require 

additional skills and specialized equipment. 

 Diversifying stock can help you create a more resilient enterprise and 

diverse product range. Apart from different cow breeds you can think 

of goats and sheep, but markets may also exist or be created for milk 

and dairy products from buffalos, horses, camels, yaks or donkeys. 

 Taking advantage of other cattle products including meat and manure 

which can also be traded. You may need to select multi-purpose 

breeds to make this work for you and carefully plan costs and revenues. 

 

3. Experiences from Kenyan AAA member Happy Cow Ltd. 

 

Happy Cow Ltd. is based in Nakuru, Kenya. The company produces an 

extensive range of dairy products that are distributed all over Kenya, Uganda 

and Tanzania. The company has 14 suppliers from Nakuru County. All milk is 

tested at the company’s laboratory. Milk that doesn’t meet their high 

standards is rejected. The company is ISO 21000 certified, which is a 

renowned food safety standard. Hygienic working is crucial, and processing 

areas are installed following prescriptions on the use of materials and who 

may or may not enter the processing areas. For example, everyone accessing 

the production area has to comply with procedural sanitation requirements, 

including filling in a medical form stating his/her medical condition. 

 

Happy Cow has depots in different towns, and supplies its products to the 

leading Kenyan supermarkets. Core products are a number of cheeses and 

yoghurts, but the company is always looking for new opportunities. They 

intend to start producing a new product from the whey (an end product from 

cheese making) and hope to produce goat’s cheese in the future. More info 

can be found at http://happycowkenya.com/.  
 

http://happycowkenya.com/

