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ABSTRACT 

Kenya Co-operative Creameries has dominated the Dairy industry in Kenya since its 

inception in 1925.  In 1992, the industry was liberalized and this ushered in several 

new private small-scale milk processing firms. Some of these have grown from small-

scale level through the medium stage to large-scale milk processing plants. The 

objectives of the research were to establish the business strategies adopted for growth 

and performance of medium-sized milk processing plants in Kenya, examine the 

strategic challenges that were facing the medium-sized milk processing plants and 

recommend appropriate business level strategies to enhance sustainable growth and 

performance. Historical and descriptive research were used in carrying out the study 

in which seven medium-sized milk processing plants were sampled, using the 

purposive and stratified sampling method. The research instruments used were 

questionnaires administered to the managers and junior staff. Interviews were 

conducted with the chief executive officers.  Data collected were analyzed using the 

package for analysis software and findings were presented in percentages.  The 

findings of the study showed that the medium-sized milk processing plants in Kenya 

used product and market development strategies for sustainable growth and 

performance. The major challenge influencing their growth and performance was 

mainly due to the stiff competition in the market from the large-scale players who 

enjoy the benefits of the economies of scale.  The other factor that affected their 

operations was the unreliable supply of raw milk from the farmers. Inconsistent 

supply of market products implied that the milk plant was not optimizing on capacity 

utilization.  The study recommended that the medium-sized milk processing plants 
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xi 

 

adopt high impact product and market development strategies based on the Ansoff 

product-market matrix (Robert, 1996). The study further suggested that the milk 

plants should build capacity in partnership with stakeholders within their milk 

catchment areas to enhance milk production at farm level, and investment in standby 

generators in order to mitigate the power outages that impacts on the efficiency and 

smooth operations of the plants.  
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND OF THE STUDY  

                                               Introduction 

Jain (2006) defines strategy as a management game plan for growing business, 

staking out a market position, attracting and pleasing customers, competing 

successfully, conducting operations, and achieving targeted objectives. An effectively 

formulated strategy integrates and allocates a firm resources, capabilities and 

competencies so that it can cope successfully with its external environment (Ireland, 

2007).  The dairy industry’s operating environment is influenced by unpredictable 

weather, severe competition and escalating cost of production.  Critical analyses of 

the internal and external environment assist firms to come up with business strategies 

that enable them to grow their businesses. 

 

Kotler (1997) observes that further turbulent environmental changes can render 

yesterday’s winning business solutions and principles obsolete.  Organizations need to 

have the right fit between their internal structures and their external environment in 

order for them to function effectively and efficiently.  

 

This calls for careful strategy selections guided by a firms’ internal and external 

analysis.  According to Tampoe (2000) business success may result from exploiting 

and building upon the unique qualities of the enterprise and these can only be 

understood by looking inwards.  Internal analysis is now seen as important as external 
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analysis and perhaps capable of providing a more stable basis for future strategy 

(Robert,  1996). 

 

Background of the study 

Kenya is one of the largest producers of dairy products in Africa with an estimated 3.5 

million improved dairy herd, one million Zebus, 12 million goats and 900,000 camels 

(Ministry of Livestock and Fisheries Development, 2006).  This has been attributed to 

availability of land and a strong cultural background of cattle rearing. Hence, there is 

a high potential for dairy farming in the country. Annual production of milk is 

estimated at 5.8 billion litres (KDB), generating revenue to the dairy sector of about 

ksh.10.5 billion.  

 

The industry directly and indirectly supports over 10 million Kenyans representing 

about 20% of the entire Kenyan population (Ministry of Livestock and Fisheries 

Development, 2006).  In Kenya, dairy farming is practiced in the former White 

Highlands of the Rift Valley and Central Kenya (Ministry of Livestock & Fisheries 

Development, 2006). 

 

Kenya is re-orienting development programs to align policies and strategies with the 

overarching goal of becoming a globally competitive and prosperous nation with a 

high quality of life by 2030 (Republic of Kenya, 2007). This will be attained through 

a sustained GDP growth rate of 10% on average annually to create wealth and 

employment. 
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According to the National Dairy master plan (2010, p. 7) 

The development vision of agriculture sector is transformation into 

innovative, commercially oriented, competitive and modern sector with a 

growth rate of 7% annually to generate an additional Ksh. 90 billion 

increase in the country’s GDP. Within the agriculture sector, dairy sub 

sector valued at over KShs. 100 billion worth by 2007 is the single largest 

component, larger in value than horticulture (KShs. 65.2 billion) or tea 

(KShs. 46.8 billion). Dairy sub sector is the agricultural sub-sector 

experiencing one of the highest growths, estimated at 3 to 4 % annually 

with contribution to the national GDP estimated at 4%, this being part of 10 

to 12% livestock contributes and of 40%, agriculture contributes. 

 

The initial objective of the government in encouraging the development of the dairy 

industry was to create employment, check on rural-urban migration, improve on the 

socio-economic welfare of the rural community and make productive use of the White 

Highlands. According to the dairy policy (2006), the Kenya Co-operative Creameries 

dominated the dairy industry in Kenya from 1925 to 1992.  

 

Kenya’s largest dairy processor KCC has a production capacity of between 550,000 

and 600,000 litres per day.  According to the NKCC Annual Report (2005/6), the 

company has eight factories with an installed milk processing capacity of 500,000 

litres of milk per day.  After liberalization in 1992, the informal milk trade emerged 

which was responsible for marketing raw milk estimated at 86% of the total milk 

marketed in Kenya (Ministry of Livestock & Fisheries Development, 2006). This 

scenario meant that a huge volume of marketed milk was consumed as unprocessed 

raw milk, which posed a health risk and was associated with increased incidence of 

milk borne diseases such as brucellosis, typhoid and anthrax. As a result of the 

challenges and the potential threat this caused to the consumers, private investors saw 

a business opportunity to set up milk processing plants which would market processed 
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milk. This brought about the emergence of medium and small-scale milk processing 

plants in various milk catchment areas of the country. 

 

The Kenya dairy policy (2006) also notes that before liberalization medium-scale 

private processors were also in the industry dealing mostly with dairy products other 

than pasteurized or fresh milk, for example Oldonyo Lessos, Kilifi plantation and 

Meru central union. With liberalization, several privately owned medium sized milk 

processors emerged supplying pasteurized milk and competing together with the 

informal (unregulated) milk suppliers. The informal milk suppliers were supplying 

raw unprocessed milk to both the rural and urban markets. 

 

According to a study on processor capacity census done by the USAID Kenya Dairy 

Sector Competitiveness Program (2010), their findings showed that processors are 

segmented as per the Table 1.1 

   

Table 1.1: Processor Segmentation 

Large Processors                             Greater than 100,000 litres per day 

Medium-sized Processor                    Greater than 5,000 but less that 100,000 litres 

per day 

Small-sized Processor (Mini-

dairy)   

Less than 5,000 litres per day 

 

Processor Segment Installed Capacity 

Source: USAID Kenya dairy sector competitiveness program. 

The medium-sized milk processing plants are within Nairobi, Rift Valley and Central 

Province. They have a capacity to receive between 5,000 litres and 100,000 litres of 

milk per day.  According KDB reports for 2009, 2010, and 2011 there are twelve milk 
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processing plants that are in the category of medium-sized milk processing plants. 

The twelve milk processing plants and their milk intake capacities for the last three 

years are listed in appendix III.  The USAID report on Kenya Dairy Sector 

Competitiveness Program (2010), also shows there is currently an oligopolistic 

environment prevalent in the dairy processing industry in Kenya, with few processors 

controlling a large portion of the market share that is evident from the large milk 

handling capacities. From figure 1.1 below  the large scale milk processors account 

for 77% of the processors capacity, while the medium-sized milk  processors account 

for 22% and the small scale dairies 1%.  

   

 

           Figure 1.1: Processor Capacities  

Source: USAID (2010), Kenya dairy sector competitiveness program 
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Problem statement 

The Kenya Dairy Board (KDB), which is the regulator in the dairy industry, started 

registering new entrants into the industry after liberalization in 1992. According to the 

KDB January 2012 records, the total number of the registered milk processor were 

(54) fifty-four. The large milk processing plants like Brookside Dairies (BD) and 

Githunguri Dairies (GD) have developed from small-scale milk processors to 

dominant players in the dairy industry. According to the USAID Report (2010), milk 

processors can be classified into large-scale, medium-size and mini dairies based on 

their processing capacities and daily milk intake volumes (Table1.1). 

 

In the last three years twelve processors were classified as medium-sized milk 

processing plants, however only seven medium sized milk processors have been 

consistent in performance. The following processors have been consistent; Sameer 

dairy, Buzeki dairy, Kinangop dairy, Kabianga dairy, Meru central union, Limuru 

processors, and Afrodane (Table1.2). The performance of the medium-sized industry 

players indicates that the cause of the erratic and inconsistent growth is not known. 

According to Ministry of Livestock and Fisheries Development(2006), some of the 

upstart processors collapsed with farmers losing millions of shillings in unpaid dues. 

The result was a failing and unattractive dairy sub-sector with farmers unwilling and 

unable to invest in productivity enhancing inputs (Ministry of Livestock and Fisheries 

Development, 2006). 

 

 It is possible that the business strategies adopted by some of the medium-sized milk 

processors are inappropriate and requires an in-depth assessment. This study 
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therefore, sought to investigate the business strategies  used by the  medium-sized 

milk processing plants, and based on the findings, recommend appropriate business 

strategies that would enhance sustainable growth and performance of medium-sized 

milk processing plants.  

 

Purpose of the study 

The purpose of the study was to investigate the business strategies adopted by the 

medium-sized milk processing plants for their growth in Nairobi and its environs.  

 

Research objectives 

The objectives of the study were: 

1. To establish the business strategies adopted for growth and performance of medium 

sized milk processing plants in Nairobi. 

2. To examine the strategic challenges facing the medium sized milk-processing 

plants. 

3. To recommend appropriate business level strategies for medium-sized milk-

processing firms to enhance sustainable growth and performance. 

 

Research questions 

1.  What were the growth strategies employed by medium-scale milk processing 

plants? 

2.  What were the trend of growth and performance of the medium-scale milk 

processing plants? 
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3.  What were the challenges on growth and performance of the medium-scale milk 

processing plants? 

4.  What business strategies were relevant to medium-scale milk processing plants? 

 

Justification of the study 

According to the 2012 figures obtained from the Kenya Dairy Board (KDB), the 

numbers of registered milk processing companies were (54) fifty-four.  Thirty-four 

were active and out of these thirty-one (31) were a mixture of medium and small-scale 

milk processing plants. Three (3) of them were large-scale processors. Despite this 

processing infrastructure and the policy framework, the government had put in place 

to facilitate growth and performance of the dairy industry, the informal market still 

commanded 86% of the raw milk marketed while 14% were handled by the formal 

market (Republic of Kenya, 2010). The medium-sized milk-processing category 

would play a strategic role in attracting the raw milk into the formal sector given their 

geographical spread and appropriate growth strategies.  

 

The fact that  the dairy  industry attracted so many small-scale players is indicative of 

the potential that exist, and there was a seemingly clear business opportunity that 

required in depth study to understand the strategies the firms needs to execute to 

enhance their growth and performance.  

  

Significance of the study 

The dairy industry is a source of livelihood to over 10 million people in the dairy 

value chain in Kenya (Ministry of Livestock & Fisheries Development, 2006). The 
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findings of the study would be of immense benefit to a significant proportion, of the 

Kenyan national population.  The study would benefit: 

1. The government in her planning and poverty eradication efforts through    

appropriate legislation framework on the industry.  

2.  It would also be useful to the policy makers in the dairy sector because it would 

identify the challenges facing the sector and come up with appropriate policies. 

3. Potential investors would gain a greater appreciation of the investment 

opportunities and challenges facing the dairy sector. Hence, the study would be 

useful to potential investors, stakeholders and farmers waiting for the government 

to privatize the state owned NKCC Ltd 

 

The scope of the study 

This study was concerned with identification of challenges and business strategies 

used by the medium-sized milk processing firms located within Nairobi and its 

environs.  The study investigated how the medium-scale dairy firms in Kenya practice 

competitive business. The study had a target population of fifty-four registered milk-

processing plants registered by the KDB.  All milk-processing plants in Kenya 

operated in similar environment hence tended to experience similar challenges. 

 

Limitations of the study 

The limitations of the study were as follows: 

1.  The sample size might not have  been representative considering that the focus was  

only on medium-sized milk processing plants located in Nairobi and its environs 

and this may have  influenced the findings. 
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2. The respondents might have concealed detailed confidential information that was 

necessary to generalize the findings.  

3. The researcher was an employee of NKCC and respondents were reluctant to reveal 

information as the study was seen as an attempt by the large scale processor to get 

an insight into their business strategies. 

  

Delimitations of the study 

The delimitation of the study were as follows: 

1. The medium-sized milk processing firms sampled from within Nairobi and its   

environs were representative because they had the same markets and technological 

equipment and were to be located in similar environmental conditions. This meant 

that they had similar challenges. 

2. The researcher assured the respondents that the information given would be 

handled with confidentiality.  

3. The researcher also hired the services of a research assistant in order to moderate 

on the mistrust. 

 

Definition of terms 

Value chain is a sequence of related value adding business activities for a specific 

product or service from primary production through processing, transformation, and 

marketing and up to sale of a particular product or service to the consumer (Deloitte, 

2009).  
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Sustainability is the ability the project impact to continue on an ongoing basis without 

financial support from government, charitable organization or the shareholder 

(Strickland, 2001).  

 

Summary 

This chapter is an overview of the background of the dairy sector in Kenya and gives 

a detailed description of the research problem, the objectives of the study, research 

questions and justification of the study. The next chapter is the review of the related 

literature of the research study. 
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CHAPTER TWO 

                                    LITERATURE REVIEW 

                                               Introduction 

The purpose of this chapter was to review literature related to the subject of study. It 

aimed at understanding the thoughts of scholarly work in the area of strategic 

management and business strategy as it relates to the dairy industry. The chapter 

specifically highlights the importance of strategic management in a competitive 

environment. 

Theoretical orientation 

 Strategic management 

According to Pearce (1994), strategic management is defined as a set of decisions and 

actions that result in the formulation and implementation of plans designed to achieve 

an organization’s objectives. This implies that strategic management comprises four 

components: planning, decision-making, action, control and co-ordination response to 

the prevailing environment. 

 

According to Jian (2000), industries differ widely in their economic characteristics, 

competitive situation and future profit prospects.  The economic and competitive 

characteristics of the fast food business have little in common with those of internet 

service providers.  The economic character of industries varies according to such 

factors as overall size and markets growth rate, the pace of technological change, the 

geographical boundaries of the markets, the number and size of buyers, whether 

sellers’ products are virtually identical or highly differentiated, the extent to which 
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costs are affected by economies of scale and the types of distribution channels used to 

access buyers (Bob de Wit,  1998). 

 

Strategy is a set of actions that co-ordinate the resources and commitments of a 

business to boost its performance (Tampoe, 2000). Good strategies produce higher 

profits and bad ones threaten the form’s existence (Walker,  2007). According to 

Mintzberg (1994), strategy is used in several different ways, the most common being 

the four perspectives. Strategy is a plan, a "how," a means of getting from here to 

there. Strategy is also a pattern in actions over time, for example, a company that 

regularly markets very expensive products is using a "high end strategy. Strategy is 

position that reflects decisions to offer particular products or services in particular 

markets. Finally, strategy is perspective, that is, vision and direction. Mintzberg 

(1994) argues that strategy emerges over time as intentions collide with and 

accommodate a changing reality. As new challenges emerge a firms strategy must 

shift to meet them (Walker,  2007). 

 

Industry and competitive analysis 

The nature and intensity of competitive forces in an industry can be gauged and 

understood by analyzing the business using the five-competition forces framework. 

According to Porter (1980), the fundamental role of strategy is the positioning of the 

enterprise or business for the future.  Some industries in a business environment are 

intrinsically more attractive than others and the attractiveness is determined by forces 
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namely, threat of entry, threat of substitutes, bargaining power of buyers, bargaining 

power of suppliers and degree of rivalry among competitors (Porter,  1980). 

 

Threat of new entrants. 

The entry of new players into an industry is high when an industry appears attractive 

and has low barriers to entry; new entrants to an industry bring new capacity, the 

desire to gain market share, and often substantial resources (Robinson Jr., 2003). If 

barriers to entry are relatively low, the threat of entry places a limit on prices in the 

industry and may deteriorate the shape and extent of investments required to deter 

new entrants (Tampoe, 2000).  A barrier to entry exists whenever it is hard for a 

newcomer to break into the market or economic factors put a potential entrant at a 

disadvantage relative to its competitors (Jian, 2000). Entry barriers include high 

capital requirements, scarce skills, importance of reputation, difficulties in access to 

distribution, lack of capacity to access critical raw materials (Robinson Jr., 2003). 

 

Threat from substitutes. 

Firms in one industry are quite often in close competition in another industry because 

their respective products are good substitutes (Strickland, 2001).  The threat of 

substitution is high when the customers’ needs can be met by buying something other 

than the product of the industry (Tampoe, 2000). Substitutes not only limit profits in 

normal times but also reduce the bonanza an industry can reap in boom times and 

(Robinson Jr., 2003). The magnitude of substitution is reduced if the switching costs 

are high (Tampoe, 2000). 
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The bargaining power of buyers 

When buyers are large and purchase a sizable percentage of industry output, they end 

up having substantial bargaining power leverage. Large volume buyers are 

particularly potent forces if heavy fixed costs characterize the industry (Robinson, 

2003).  According to Jain (2006), purchasing in large quantities gives buyers enough 

benefit to obtain price concessions and other favourable terms. 

 

The bargaining power of suppliers 

Suppliers have little or no bargaining power or leverage over rivals whenever the 

items they provide are commodities available on the open market from numerous 

suppliers with ample capability to fill orders (Porter, 1980). Suppliers can exert 

bargaining power on participants in an industry by raising prices or reducing the 

quality of purchased goods or services (Robinson Jr., 2003). Classical examples in the 

dairy industry where powerful suppliers raise their prices and succeed in squeezing 

out profitability out of an industry are the suppliers of cartons used in the packaging 

long life milk.  

 

Rivalry among competitors. 

The degree of rivalry in an industry is determined by factors such as the rate of 

industry growth, the tendency for over-capacity to occur and the strength of brand 

identities (Tampoe, 2001).  The strongest of the five competitive forces is the 

jockeying for position and buyer favour that goes on among rival sellers of a product 

or service where industries competition is based on price alone, especially on standard 

commodities such as nails, plywood, sugar, milk and printer paper (Jain,  2006).  
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When these forces are strong average profits in the industry go down, conversely 

when the forces are weak, the firms make more money (Porter, 1980). 

 

Competitive strategy. 

According to Bob de Wit (1998), competitive strategy means the specifics of 

management’s game plan for competing successfully. A company achieves 

competitive advantage whenever it has some type of edge over rivals in attracting 

buyers and coping with competitive forces. Competitive strategy consists of business 

approaches and initiatives undertaken by a firm to attract customers and fulfill their 

expectations, to withstand competitive pressures and strengthen its market position 

(Walker,  2007).   

  

 Jain (2006) further  notes that there are countless variations in the competitive 

strategies that companies employ, mainly because each company’s strategic approach 

entails custom designed to fit its own circumstances and industry environment. 

However when one strips away the details to get at the real substance, the biggest and 

most important differences among competitive strategies boil down to whether a 

company’s market target is broad or narrow. Whether the company is pursuing a 

competitive advantage linked to low cost or product differentiation. Competitive 

advantage is an advantage that a firm has in relation to other competitors (Ungson & 

Wong, 2008). 
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Competitive strategy approaches. 

According to Jian (2006) there are five distinct competitive strategy approaches:- 

 

 A low cost provider strategy. 

 A company achieves low cost leadership when it becomes the industry’s provider 

rather than just being one of perhaps several competitors with comparatively low 

costs. To achieve a cost advantage, affirm must make sure that its cumulative costs 

across its overall value chain are lower than competitors’ cumulative costs. 

 

A broad differentiated strategy. 

 Differentiation strategies are attractive whenever buyer’ needs and preferences are 

too diverse to be fully satisfied by a standardized product or by sellers with 

differentiated capabilities. The company has to incorporate buyer-desired attributes 

into its product or service offering that will clearly set it apart from rivals.  

 

Best cost provider strategy 

The objective of this strategy is to deliver value to customers satisfying their 

expectations on key quality/service/features/performance attributes and beating their 

expectation on price. 

 

Focused or niche market strategies. 

This strategy is about concentration on a narrow piece of the total market. The target 

segment or niche can be defined by geographic uniqueness, by specialized 
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requirements in using the product or by special product attributes that appeal only to 

relatively a small number of buyers.  

 

Focused differentiated strategy 

This strategy aims at securing competitive advantage by offering niche members a 

product they perceive as well suited to their unique taste and preferences. 

 

Key success factors 

The success of a chosen strategy will depend on the key success factors of the firm. 

These factors include production and operation costs, prices or rates, product quality, 

service quality, customer care, volume of sales, marketing effectiveness, finance, 

technology, research and development, location, favourable image or reputation with 

buyers, among others (Jian, 2006).  

 

A number of factors have been documented as causing growth of the dairy sector 

across the world revolving around the business level strategies employed by the 

individual firms. According to Ireland (2003), there are four business level strategies 

that have been executed, and these are cost efficiencies through plant rationalization 

and economies from increased scale in base product production and savings from 

consolidation; secondly, providing the scale and capacity to invest in existing and 

emerging product and market opportunities; thirdly, reducing the level of dependence 

on commodity type products and increase the value added content of manufactured 

dairy products; finally, getting quickly to a position where the industry as a major 

player who has the scale, cost competitiveness and resources to compete successfully 
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against the major large-scale competitors. There is no documented evidence or 

research within the medium-scale firms that has been undertaken to determine the 

strategic challenges’ that impact the growth and performance of medium-scale milk 

processing plants in Kenya.  

 

Strategies exist in three levels in an organization 

Corporate level strategy is the overall managerial game plan for a diversified 

company; it extends companywide; an umbrella over all diversified company’s 

businesses. Corporate strategy consists of the moves made to establish business 

positions in different industries and approaches used to manage the company’s group 

of business (Jian, 2006). Business level strategy refers to the managerial game plan 

for single business. It is mirrored in the pattern of approaches and moves crafted by 

management to produce successful performance in one specific line of business (Jian, 

2000).  

 

According to Robert (1996), business level strategies relate, first to choosing which 

customers an organization should serve and which services it should offer them. An 

organization may decide to develop specialized outputs to focus on the needs of a 

small group or niche of customers. Alternatively, it may opt for less specialized 

products that serve a larger, mass market, hoping to gain economies of scale. It  may 

choose to differentiate its  products on the basis of a low price relative to competitors’ 

or to offer levels of service or features that competing products do not have. 
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Secondly, obtaining inputs through an effective supply chain and then utilizing the 

organization’s resources within a value chain that delivers those services effectively 

and reasonably efficiently hence reducing on costs significantly. Also, developing an 

architecture that enables information to flow into, out of and around the organization, 

to allow the value chain to function effectively and the organization to learn and 

adapt. 

 

Thirdly, operational strategies are concerned with how the component parts of an 

organization deliver effectively the corporate and the business level strategies in terms 

of resources, processes and people (Gerry, 2005). Choosing a strategy that makes 

sense for a particular entrepreneur is a critical step towards superior performance. 

Entrepreneurs’ strategy options maybe both broad based and focus strategy and this 

can guide towards success. 

 

Conceptualization 

External and internal environments influence the business strategies adopted by the 

medium-sized milk processing plants. According to USAID report on Kenya Dairy 

Sector Competitiveness Program (2010), dairy processing in Kenya has changed 

dramatically since the liberalization of the sector in 1992. After liberalization, the 

industry saw the emergence of up to 54 players in the market. The growth in number 

of processors was spurred by the collapse of KCC in the 1990’s. The industry has 

seen the rise and fall of numerous smaller processors in the 20 years since market 

liberalization. Smaller processors are less competitive and experience a high attrition 
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rate whereas the larger processors are more stable and competitive (Ministry of 

Livestock & Fisheries Development, 2006).  

 

All dairy processors are exposed to fluctuating production cycles based on the rainfall 

cycles that affect farmer’s milk production capacities. During periods of high rainfall, 

processors experience an oversupply of milk and are often forced to ration their milk 

intake and reduce buying prices. However, during the dry seasons, there is limited 

supply of milk and thus prices increase. This situation is further exacerbated by 

farmers’ lack of planning for the dry season especially with regard to feed 

conservation (Republic of Kenya, 2010).  

 

An examination of the medium-sized milk processing plants reveals that 

environmental and internal challenges influences their growth and performance. This 

therefore necessitates an assessment of the external and internal environments and its 

impact on performance. 

 

External assessment 

The external environment affects the medium-sized milk processing plants as follows: 

 

Political environment 

According to USAID report on Kenya Dairy Sector Competitiveness Program (2010), 

Kenya’s political environment traditionally has an impact on the economy. Following 

the disputed outcome of the general election in 2007, there was widespread violence 

and displacement of people throughout the country. This has had a significant impact 
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on milk supplies to milk processors in the Rift Valley.  Figure 2:1 below shows that 

the milk intake in the formal sector declined between December 2007 and March 

2008 due to post-election violence. 

 

Economic environment. 

An assessment of the economic factors that affect the dairy industry reveals that the 

sector is sensitive to economic changes in the environment. Eastern Africa and the 

current domestic economic situation have a significant bearing on the performance of 

the dairy industry. Preferential trade access, trade restrictions and tariffs in different 

trading blocs affect export markets for the dairy industry (Republic of Kenya,  2006). 

The COMESA and EAC region offer a good market opportunity since Kenya is the 

leader in dairy industry development, especially with Zimbabwe sinking deeper into 

turmoil and the South Africa dairy industry experiencing stagnation in growth 

(Deloitte,  2009). 

 

Figure 2.1. Milk intake in the formal sector 

Source: Kenya Bureau of National Statistics (June/July 2008). 
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Table 2.1. East Africa - Economic trends 

 Kenya  Uganda  Tanzania  

GDP  2.480% 7.777% 7.100% 

Inflation  26.5% 13.7% 9.3% 

T-bills(91day av) 7.95.% rate 9.1% 12.5% 

USD dollar rate  67.32 1640.00 1154.50 

Lending rates 13.91% 19.9% 14.70% 

Source: IMF & standard bank research (2009) 

 

Kenya Uganda Tanzania East Africa - Economic growth 

From the table 2.1, it can be observed that GDP growth remains strong in the region; 

interest rates are on a general decline, whereas currencies have mixed directions and 

stock markets registered positive performance in Uganda and Tanzania in 2007.  

Domestic economic trends. 

This section provides an analysis of the domestic economic environment. The impact 

of the country’s growth rates, inflation and exchange rates on the dairy industry are 

analyzed. 

 

 Table 2.2: Economic factors that affect East Africa 

Source: Central Bank of Kenya, (2010). 

 2010 2009 2008 

GDP 4.5 2.3 2.1 

Inflation rate 17 19 20.7 

T-Bills(91 day ave) 2.2 6.8 7.14 

Ksh/USD 80.7 76.8 68.7 

Ksh/GBP 124.7 121.8 125.9 
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Domestic economic growth 

Economic growth continues to gather momentum though the beginning of 2008 

experienced a significant drop in the annual GDP due to the post-election violence. 

Overall inflation has risen significantly because of the instability and worldwide food 

and energy prices. It is important to note that a rising GDP has the potential for a 

completely new group of customers with rising incomes to purchase its products and 

move away from pouched and unpasteurized milk (Deloitte, 2009). The rising 

inflation however cuts the amount of disposable income available for the non-staple 

(and higher margin) products such as flavored milk and yoghurts. Rising GDP, 

however, will outlast the creeping inflation so the medium-sized milk processing 

plants need to assist farmers so that they are prepared for the expected demands in the 

future, considering that the domestic economy is on a general upward trend. 

 

According to the Central Bank statistics (2010), hotels and restaurants have been the 

fastest growing sector in the economy but agriculture remains the country’s largest 

contributors of funds. It would be prudent therefore for the dairy industry to continue 

to develop products and take advantage of the opportunities to service this sector of 

the economy. Overall inflation saw significant fluctuations in 2006 when it stood at 

14.45% (Deloitte, 2009) The rising inflation without the associated  wage increases 

puts pressure on  dairy products  customer’s disposable income. Though customers 

may continue to purchase basic commodities such as milk, luxury items such as 

yoghurts and shakes will not be a priority. 
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Social analysis 

According to Deloitte (2009), diverse and dynamic social changes affect the way in 

which organizations operate. These present opportunities in terms of new and 

emerging markets and threats in shifts from the norm. These include demographic and 

cultural factors of external macro environment. They affect customer’s  needs and the 

size of potential markets. Some of the social factors include, health consciousness and 

population growth rate. Currently, the changing health consciousness by the 

population has led to an increase in the consumption of the various milk products like 

mala, yoghurt, skimmed milk, among others. 

 

Technological analysis 

Technological environment refers to product and services improvement and an 

assessment of this environment is made based on the advancement of the field 

(Meindl, 2007).  According to Deloitte (2009), technology is changing rapidly as the 

dairy industry aims to achieve efficiency by using energy efficient ways to drive 

down costs e.g. more efficient pasteurizing systems, faster packaging and shrink 

wrapping lines. Advances in technology can have a major impact on business success, 

with companies that fail to keep up often going out of business. Technological change 

also affects political and economic aspects of business and it is the most volatile in 

terms of economic trends (Meindl, 2007). Some of the technological factors identified 

in the dairy industry include, changes in technological advances for development of 

packaging machines as well as for cheaper and environmentally friendly packaging 

paper and adoption of information management systems (Deloitte, 2009).  
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Milk quality is influencing processors to adopt certain technologies in order to meet 

required quality standards. This has to be adopted in the whole value chain from grass 

to the consumer (Deloitte, 2009). For example, hygienic milking requires cows to be 

milked using correct routines including use of milking machines. 

 

Environmental analysis. 

According to the laws of Kenya, the National Environmental Management Authority 

(NEMA) was established under Section 7 of EMCA. NEMA is the principal 

Government institution charged with the overall supervision and co-ordination over 

all matters relating to the environment. The Environmental Management and 

Coordination Act of 1999(EMCA) was enacted to provide an appropriate legal and 

institutional framework for the management of the environmental as well as 

implementation of all policies relating to the environment. The dairy industry is 

compelled to comply with NEMA requirements especially as it relates to waste and 

effluent disposal. Annual surveillance audit are done to comply with the 

environmental management system ISO 14000:2005.  

 

Legal analysis. 

According to the Export  Processing Zone authority report (2005), the main regulatory 

body in the dairy industry is the Kenya Dairy Board (KDB), established under the 

Dairy Industry Act, Cap 336 of the Laws of Kenya. The main functions of KDB are 

the enforcement of national standards for the dairy industry, training for the industry, 

facilitation of stakeholders’ activities, and maintenance of a databank for the dairy 

industry and regulation of imports. This results in the dairy industry being affected by 
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legal changes frequently, for example, new workmen compensation law came into 

effect in February 2008 and this has resulted in the increase on insurance costs of staff 

to comply with the new law on workman compensation. The changes in employment 

laws will significantly increase the wage bill of the medium-sized milk processing 

plants. 

 

Independent variables 

Low cost leadership 

Cost leadership means that the company wanting to adopt this strategy is trying to be 

the producer with the lowest production cost in an industry. Low cost leaders depend 

on some unique capabilities to achieve and sustain their low cost position (Robinson, 

2003).  The results of such a strategy is that the company that  try to be the cost leader 

sells products at an industry average to earn higher profits than competitors or goes 

below the industry average to steal market shares from rivals (Glueck., 1988). If a 

company has sufficient strength to go below competitor products in price, this can be 

of advantage in order to grab market shares from the weaker company. 

 

 This strategy usually targets a broad market, which makes sense, as one need to sell 

higher volumes in order to maintain a healthy level of profits. The general 

characteristics of fresh milk sales is that it is a high volume and low margin product 

(Deloitte, 2009). Quite often scaling up the sales of the product improves on revenues. 

 

This study will establish the relationship of cost leadership strategy to the growth and 

performance of medium scale milk processing plant. One of the helping factors 
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playing into a successful cost leadership strategy is that the market should have a 

relatively high level of price sensitivity (Murray, 1988). 

 

Conceptual framework 

Independent variables                                                             dependent variables 

Generic strategies. 

Low cost 

Differentiation 

Focus (niche) 

Ansoffproduct/market 

growthmatrix. 

Market penetration 

Market development 

Product development 

diversification 

Porter five strategies 

Threat of substitutes 

Threat of new 

entrants 

 Increased  

growth and 

Performance. 

Milk intake volume  

processing capacity 

Storage capacity 

Packing capacity 

Sales revenue 

 

 

              

 

 

 

 

          Intervening variables             

 

Source: Author, 2012. 

Figure 2.2: Conceptual framework 

 

Niche/focus strategy 

Firms that succeed in a focus strategy are able to tailor a broad range of product 

development strengths to a relatively narrow market segment that they know very 

(……….  Political, economic, social,   

technological, 

environmental and legal 
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well. These are producing specialty products and services for high price market 

segments (Tagsko, 2011).  In the dairy industry, processors produce special products 

such as fat free milk for high-end segments of the market. 

 

Market penetration 

Market penetration is an effort to increase company sales without departing from an 

original product-market strategy. The company seeks to improve business 

performance either by increasing the volume of sales to its present customers or by 

finding new customers for present products.” It is a strategy of increasing sales in 

current markets with current product (Sally, 2006).  

 

 The market penetration strategy is the least risky since it uses and builds upon the 

company’s existing resources and capabilities. If the market is growing, a company 

maintaining market share can experience growth. If for example, competitors reach 

capacity limits; this should be an opportunity for other companies to take market 

shares. Tagsko (2010), states that, market penetration has its limits, because of market 

saturation and that when the market saturates, companies must use another strategy in 

order to continue their growth. 

 

This strategy is ideal for the medium sized milk processing plants because they handle 

perishable product that would be better sold in the existing markets rather than incur 

more on logistics to distant new markets.  
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Market development 

According to Tagsko (2010), market development is a strategy in which the company 

attempts to adapt its present product line to new markets. Market development is a 

strategy of increasing sales of current products in new markets (Sally, 2006).  

 

A market development strategy means that the company moves beyond its immediate 

customer base towards attracting new customers for its existing products. Other aspect 

of this strategy often involves the sale of existing products in new international 

markets, exploration of new segments of a market, or moving into new geographical 

areas Tagsko (2010). One aspect to take into account when considering a market 

development strategy are barriers to entry, which has relation to one of Porter’s five 

forces (Porter, 1980). These barriers to entry to the market may exist which might 

have implications for the short and long-term contribution to overall growth and 

performance. 

 

A good example is the investment of the UHT milk production lines to enable the 

milk processor to access distant markets such as North Eastern province, which is 

difficult to be serviced with short shelf life product.  

 

Product development 

According to the Tagsko (2010) a product development strategy, retains the present 

market and develops products that have new and different characteristics such as will 

improve the performance of the market. The reasons for wanting to implement a 

product development strategy can be to utilize excess production capacity, counter 
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competitive entry, maintain the company’s reputation as a product innovator, exploit 

new technology, and to protect overall market share (Sally, 2006). 

 

Diversification 

Diversification strategy is a growth strategy of moving into new markets with new 

products (Tagsko, 2010). Moving simultaneously into new products and new a market 

is a risky strategy, but with careful selection of the right kind of business, 

considerable improvements in growth and performance (Proctor, 1997). In the dairy 

industry, the diversification is used to leverage existing technology for example 

producing Juice and mineral water using the same equipment. 

 

 Intervening variables 

Intervening variable is a factor that theoretically affects the observation or results but 

cannot be seen, measured, or manipulated (Bob de Wit, 1998). It is inferred after 

watching the effects of the independent variables on dependent variables.  It helps to 

conceptualize and explain the result of the research (Hafeezrm, 2012). The external 

environment in which the medium-sized milk processing plants operated impacted 

business growth and performance. Therefore, the political, economic, social, 

technological, environmental and legal environment influenced the strategies adopted 

by the medium-sized milk processing plants.  

 

Dependent variables 

The dependent variables were the outcome of the research study. In this study, the 

change in the independent variable (business strategy) influenced the outcome of the 
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research findings. Choice of the strategy that brought growth was measured through 

increased milk intake, storage capacity, processing capacity and packing capacity. 

Performance was measured from the increase in revenue. 

 

Definition of terms 

Growth for the purpose of this study will be the historical progression in milk intake 

and capacity utilization by the medium-sized milk processing plants. Performance 

refers to the historical trend on revenue generated from the sale of milk. 

 

Summary 

This chapter is the review of literature on various theories used in strategic 

management to enhance business growth and performance. It also reviews various 

business strategies that have been applied in relevant businesses to build competitive 

advantage. There is also an analysis of the environmental factors that influenced the 

growth and performance of the dairy industry. The next chapter is about the research 

methodology used in carrying out the study. It describes the research design, research 

population, sampling methods and sampling procedure, data collection procedure and 

instruments used.     
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CHAPTER THREE 

RESEARCH METHODOLOGY 

Introduction 

This chapter deals with the methodology used while carrying out the study. The 

purpose of the study was to assess the business strategies adopted by the medium 

sized milk processing plants to promote their growth and performance. Mugenda and 

Mugenda (2003) describe research methodology as a section of thesis research that 

explains the details on procedure used when conducting a research study. The chapter 

discusses the research approach, research design, and population, sampling and 

sampling procedure, data collection and research instrument used in analyzing the 

data. 

 

Research design 

According to Kumar (2005), research design is a mapping strategy, and is essentially 

a statement of the object of inquiry and strategies for collecting the evidences, 

analyzing the evidences and reporting the findings. A research design is a means to 

achieve the research objectives through empirical evidence that is required 

economically (Chandran, 2004). Leedy (1998) argues that the research design is an 

operational framework within which the meaning of data is extracted so that it is more 

clearly understood. Qualitative and quantitative research designs is used in collecting 

data from respondents. 
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Qualitative research 

Miruka (2009) states that qualitative research is the being of something, the ambience 

of an object, the mood of the unifying traditions and customs of a people or a group of 

people. The scope of qualitative analysis can be wide and varied. Quality is the 

essential nature or character of something – quality is the amount; the what; the how 

much. This type of research is suitable to studies that cannot be measured and is 

usually achieved through direct observation of behavior of the participants or 

interview of participants where the researcher uses interview schedules. Mugenda and 

Mugenda (2003) argue that qualitative research permit research to go beyond the 

statistical results usually reported in quantitative research. It explains human 

situations better and it helps in explaining phenomenon such as attitudes and emotions 

qualitatively. 

 

Quantitative research 

Quantitative research includes designs, techniques and measures that produce discreet 

numerical or quantifiable data. Quantitative designs include experimental designs, 

casual-comparative design and correlation research (Miruka, 2009). Casual – 

comparative research is used to explore relationship between variables with the main 

aim of determining the reasons and causes for current phenomenon under study. 

Correlation methods describe in quantitative terms the degree with which variables 

are related. Their advantage includes analysis of large number of variables in a single 

study.  

Daystar University Repository

Library Archives Copy



 

 

35 

 

Survey methods 

Miruka (2009) states that survey method is an attempt to collect data from members 

of a population in order to determine the status of that population with respect to one 

or more variables. Survey research is therefore a self-research study, which requires 

the collection of quantifiable information from the sample. Survey should be 

descriptive, exploratory or involving some statistical analysis. Information collected 

through this method may be used for various purposes such as evaluations of product 

acceptance in market surveys. Limitation of survey method include receiving 

erroneous results if the data collection procedure is erroneous, unknown information 

to respondents may be tapped, secret information will not be divulged by respondents 

easily and the method does not provide accurate forecasts of future trends (Mugenda 

& Mugenda, 2003). This method is useful in collection of data from large number of 

respondents. 

 

Exploratory methods  

According to Miruka (2009), through exploration, researchers develop concepts more 

clearly, establish priorities, operational definitions and improve the final research 

design. Exploration is particularly useful when a researcher lack a clear idea of the 

problems they will meet during the study (Cooper & Schindler, 2003). Exploratory 

research is conducted to explore a topic, to provide a beginning or familiarity with a 

topic. Exploratory studies are more typically done to satisfy researchers' curiosity and 

desire for better understanding, to test the feasibility of undertaking a more exhaustive 

study, and to develop the methods to be employed in any subsequent study (Babbie, 

1998). 
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Historical research 

Mugenda and Mugenda (2003) state that historical research consist of locating, 

interpreting and evaluating evidences from physical relics, written records or 

documents in order to establish facts. It involves the discovery and analysis of records 

of previous events, interpretation of trends in the attitudes or events of the past 

generalizations from these past events helps guide present or future behavior (Miruka,  

2009). This method was used in this study to establish growth in milk intake, storage 

capacity, processing capacity and packing capacity. 

   

Descriptive research 

Mugenda and Mugenda (2003) define descriptive research as a process of collecting 

data in order to test hypothesis or to answer questions concerning the status of the 

subject in the study. The purpose of the descriptive research is to determine and report 

the way things are (Mugenda & Mugenda,  2003).  Descriptive study is one that is 

concerned with finding out who, what, where, when or how much with reference to 

the objective of the study (Cooper & Schindler, 2003). The researcher used 

descriptive study in the assessment of the business strategies adopted by the medium 

sized milk processing plants to promote growth and performance. The data collected 

was evaluated quantitatively and qualitatively.  

 

The descriptive design was used because it was suitable for answering the research 

questions in the study. It allowed respondents to think about questions and this led to 

an effective interaction between the researcher and the respondent. It was also 
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oriented towards examining trends and patterns of a phenomenon and was useful in 

evaluating performance with respect the strategies adopted.  

  

Research population 

According to Mugenda and Mugenda (2003), population refers to an entire group of 

individuals, events or objects having a common observable characteristic from which 

the researcher wants to generalize the results of the study. A population is the total 

collection of elements from which a sample is taken and which inferences are made. It 

is the aggregate of all the cases that conform to some designated form of specification 

(Saunders, 2003). The population in this study is the fifty four milk processing plants 

distributed in milk catchment areas of Rift valley and central province of Kenya. Out of these, 

three processing plants  do not fall on the criteria of medium sized or small scale milk 

processing plants because they are having a daily milk intake capacity of above 100,0000 

litres per day and are therefore large scale processors. The three milk processors were New 

KCC Ltd (NKCC), Brookside dairy(BD) and Githunguri dairy(GD). According to KDB 

reports, there were twelve medium-sized milk processors and thirty nine small scale milk 

processing plants.  

 

The small scale milk processing plants were not included in the study, because they 

are having a milk handling capacity of less than 5,000 litres per day. According to 

USAID report on Kenya Dairy Sector Competitiveness Program (2010), the plants 

operating below 5000 litres of milk, are very low in capacity, have limited markets 

accessibility and often vulnerable to harsh economic environments and can hardly 

remain viable over reasonable period of time. Processing plants handling between 
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5,000 litres up to 100,000 litres per day are the subject of this study and fall under the 

category of the medium-sized milk processing plants.  

 

Target population 

Target population refers to the entire group of individuals or objects to which 

researchers are interested in generalizing  the conclusions. The target population 

usually has varying characteristics and it is known as the theoretical population 

(Kumar, 2009). The target population in this study was the twelve medium-sized milk 

processing plants that had a capacity of more than 5,000 litres and less than 100,000 

litres of milk per day.  

 

      Research sampling 

Chandran (2004) views sampling methods as a way of selecting a portion of 

population such that the selected portion represents the population adequately. 

Sampling means selecting part of the elements in a population so that conclusions 

may be obtained about the entire population (Kothari, 2004). A sample must therefore 

represent the characteristics of the target population and must be economical in terms 

of time and research costs. 

 

Sample size 

According to Holton and Burnett (1997), one of the real advantages of quantitative 

methods is their ability to use smaller groups of people to make inferences about 

larger groups that would be prohibitively expensive to study. Where time and 

resources allow, a large sample is recommended since small samples do not reproduce 
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salient characteristics of the accessible population to an acceptable degree (Mugenda 

& Mugenda, 2003). 

 

In this study, descriptive design was adopted and the total numbers of the medium 

sized processing plants were twelve and the researcher used purposive sampling. This 

is because seven of the medium sized milk processing plants are located within 

Nairobi and its environs. The medium sized firms under study operate in relatively the 

same market, technological and climatic conditions and hence the sample size of 

seven is representative. Therefore, the findings were not be significantly affected by 

the exclusion of the five medium sized processing plants outside the environs of 

Nairobi. 

 

Sampling technique 

There are twelve milk processing plants falling under the category of medium-sized 

plants. The researcher picked a sample size of seven out of the twelve based on 

proximity to Nairobi. Purposive sampling is a sampling technique that allows a 

researcher to use cases that have the required information with respect to the objective 

of the study (Mugenda & Mugenda, 2003).  

 

A medium-sized milk processing plant employs about 45 to 60 employees. 

Questionnaires were administered to the Managing Director or the General Manager, 

Plant manager, middle level managers and junior staff up to the level of operators and 

clerks. The employees who were involved in manual work were excluded from the 

study because their nature of work is remote from the management. Milk plants 
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operate in three eight-hour shifts and each shift has approximately 15 to 20 

employees. The researcher was able to access the day shift staff, which included the 

three General Managers (4), ten Managers (10) and seventeen Middle managers (17). 

At the junior staff level, eighteen (18) clerks and operators filled the questionnaires. 

The number of questionnaires administered was based on staff available during the 

day shift. The researcher used stratified sampling to ensure that all the different 

categories of staff working in the various departments of the medium sized milk 

processing plants were sampled. Hence, there were fifty-two (52) respondents for the 

study.   

 

Table 3.1 Sampling Matrix. 

Medium sized 

plant 

Population 

size( 

approx)  

MD 

or  

GM 

Manager  Middle 

level 

managers 

Junior 

staff 

Total  

New Sameer A&L 62 1 2 3 3 9 

Limuru milk 

processors 

68 1 2 2 3 8 

Afrodane  

industries 

28 1 1 3 3 8 

Kinangop  dairy 30 1 2 3 3 9 

Lari dairy alliance 51 1 1 2 2 6 

Pamside  32 1 1 2 2 6 

Mini dairies  24 1 1 2 2 6 

TOTAL 243 7 10 17 18 52 

 

Data collection 

The study used primary and secondary data. Primary data refers to the information 

generated from the respondents in the field during the study while secondary data is 

information a researcher obtained from reports, journals, books and other publications 

that have been used while investigating on the study (Kothari, 2004). Primary data 
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was generated from the respondents through the questionnaires while the secondary 

data was generated from reports. The reports were from the Kenya dairy Board 

(KDB), documents,  industry reports other published reports  which   assisted  the 

researcher in coming up with reliable data for the research study.  

 

Data collection methods 

The study used both qualitative and quantitative data. According to Mugenda and 

Mugenda (2003),qualitative methods provide in-depth explanations while quantitative 

methods provide the hard data needed to meet required objectives. Questionnaires and 

interviews were used for data collections for the study. 

 

Questionnaire 

According to Das (1993), questionnaires are one of the largest used methods of data 

collection. It is generally used for large-scale collection especially when the field of 

investigation is large and the sample population is large. Data collected by means of a 

questionnaire, will have unstructured (open-ended) questions and structured (closed-

ended) questions. According to Borg (1997), structured questions refer to questions 

that are accompanied by a list of possible alternative answers from which respondents 

select the answer that best describes their situation.  

 

The research assistant who worked very closely with the researcher administered the 

questionnaires. The use of the questionnaire in the study was preferred because it was 

less expensive and more efficient on time utilization. The disadvantage with the 

questionnaire method is that it was prone to inaccurate information from the 
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respondents.  In designing the questionnaire, internal and external environment was 

taken into account by specific questions on the business objectives. The 

questionnaires were administered to the respondents as hard copies sent by hand and 

soft copies sent via electronic mail. Those that were sent by hand were left with the 

respondents for three days and then the research assistant collected them and those 

sent via electronic mail were sent back after one to two days. 

 

Unstructured questionnaires allow for richer feedback that may provide insight into 

explanations for what is happening and participants’ opinions, attitudes, feelings, 

perceptions etc. They also allow issues to emerge that are unforeseen by the evaluator. 

The targeted respondents were Managing Directors, General Managers, Plant 

managers, middle level managers and junior staff of the medium sized milk 

processing firms who were involved in the operations of the plant on a day-to-day 

basis. The questionnaire was divided into three parts. Part A captured general 

information about the milk processing plant, Part B the challenges experienced 

currently and Part C addressed the business strategies. 

 

Interviews 

According to Mugenda and Mugenda (2003), an interview is an oral administration of 

a questionnaire or an interview schedule. Interviews are important because the 

interviewer can make clarification on unclear issues and therefore enrich the data 

collected using the questionnaire.  It also makes it possible to obtain data required to 

meet specific objectives of the study. In this study, three General Managers of the 

medium-sized milk plants were interviewed. 
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Pilot testing of research instruments 

Pre-testing is a means to determine to what extend the questionnaire communicates 

(Chandran, 2003). According to Mugenda and Mugenda (2003), a pre- test sample is 

between 1% and 10% depending on sample size. Pre-testing is a test of reliability and 

validity before the questionnaire is distributed to the respondents. In this study, five 

(5) questionnaires were distributed for pre-testing to respondents in New Kenya 

Cooperative Creameries because it did not participate in the study.  The pre-test 

results were used to adjust the questions to ensure that the objectives of the study 

were achieved.  

 

Data analysis 

The raw data collected from the field was analyzed categorically to achieve the set 

objectives. Data analysis is defined as the whole process, which starts after data 

collection and ends at the point of interpretation and processing of results (Leedy, 

1993). The data was subjected to a process of verification, editing, coding 

classification and tabulation. According to Mugenda and Mugenda (2003), coding is 

done to permit quantitative analysis; data is converted to numerical codes representing 

attributes or measurements of variables.  The coded data representing responses was 

analyzed using package for analysis software. The software-generated information 

provided relationships between the variables identified and statistics, which were 

presented as percentages.  The results of analysis for general industry information 

were presented in tables, bar charts and short descriptions. 
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Ethical issues 

The researcher sought authority from the National council of research and technology 

as well as Daystar University, School of Business and Economics. Anonymity and 

confidentiality was observed. The researcher also put into account the principle of 

voluntary consent for the respondents. 

 

Summary 

The chapter detailed the research methodology used in carrying out the study. It 

describes the method that was used in carrying out the study. It explains the research 

design, research population, sample size, sampling procedure, and data collection 

method and data analysis. The next chapter is a detailed report on the data 

presentation, analysis and interpretation. 
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                                          CHAPTER FOUR 

 

DATA PRESENTATION, ANALYSIS AND INTERPRETATION 

 

Introduction 

This chapter focuses on the questionnaire return rate, data analysis, presentation and 

interpretation of findings. Data analysis is defined by Cooper and Schrindler (2006) as 

that involving reduction of accumulated data to manageable size, developing 

summaries, looking for patterns and applying statistical techniques. Data was 

analyzed by use of descriptive statistics. It was coded and entered into package of 

analysis software, which in turn generated the frequencies and percentages. The 

frequencies were then transferred to Ms Excel in order to generate charts (pie and bar 

charts). The pie and bar charts were transferred to Ms Word for analysis and 

interpretation. The results of analysis for general industry information is presented in 

tables, bar and pie charts and short descriptions. 

 

The researcher set out to assess the business strategies adopted by medium sized milk 

processing plants to promote their growth and performance. The research objectives 

of the study were to establish the business strategies adopted for growth and 

performance of the medium-sized milk processing plants in Nairobi and to examine 

the strategic challenges that are facing them and recommend relevant business level 

strategies to enhance growth and performance. 
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Response rate 

 

The response rate is the proportion of the sample that participated in the survey as 

intended in all the research procedures. A total of 52 questionnaires were 

administered to the respondents and 42 (80%) filled and returned.. According to 

Mugenda and Mugenda (2003), a response rate of 50 percent is adequate for analysis 

and reporting, 60 percents good and a response rate of 70 percent and over is very 

good. The response rate of 80 percent therefore was sufficient and generalizations 

could be made to the wider population. 

 

 Table 4.1: Sample size from different cadres of staff 

Level of  management Sample size  Actual response  Rate of return   

Managing director  7 4 57% 

Managers 10 6 60% 

Middle level managers 17 16 94% 

Junior staff. 18 16 89% 

Total 52 42 80% 

 

The response from the managers was low because most of them were on leave due to 

the low production season. The study coincided with the dry season when raw milk 

deliveries from the farms were at the lowest level. A total of seven (7) questionnaires 

were issued to the general managers of the milk processing plants, out of these four 

(4) were returned giving a return rate of 57 percent. The researcher also administered 

ten (10) questionnaires to the managers and seventeen (17) questionnaires to the 

middle level managers out of these, 6 (60 percent) were returned by the managers and 
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16 (94 percent) were returned by the middle level managers. Lastly, the junior staffs 

were issued with eighteen (18) questionnaires and sixteen (16) were returned. The 

managers cumulatively returned 26 questionnaires, which is 62 percent of the total 

number of questionnaires returned. This proportion from the managers was 

considered sufficient for the researcher to get the critical information that was 

necessary to meet the objectives of the study. 

 Data analysis 

 

Characteristics of the respondents 

 

This section represents the general characteristics of the respondents that include the 

level of management, departments, length of service, level of education and area of 

study. These areas were analyzed and summarized as follows; 

 

Level of  management 

 

Organizations have several levels of management ranging from top to low levels of 

management. The researcher established the respondent profile in terms of their 

positions in the medium-scale milk processing plants. The respondents were asked 

through the questionnaire to state their levels of management. The data from the 

respondents were analyzed and the findings were presented as shown in Figure 4.1. 
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Figure 4.1 Management involvements in strategic planning  

This outcome gave quite a good representation of opinions across board about the 

company’s business strategy. Top and Middle level managers were in a good position 

to understand the research questions and were able to give the required information 

accurately. According to Ireland (2007), the top-down process of setting objectives in 

an organization ensures that financial and strategic performance targets are 

established. This findings confirm that the top managers in the medium-sized milk 

processing plants were involved in the strategic planning process.  

 

Departments 

 

A company is structured to have departments with distinct roles and functions which 

have direct implication on strategy formulation. The respondents were  asked to state 

the departments each worked. The results are presented in  Figure 4.2. 
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The production department had the highest number of respondents at  (22) 52 percent. 

Production department also had the highest number of employees who work on shifts 

to cover the 24 hours shift in factory operations.  All  other departments comprised 

(20) 48 percent of the respondents. This was because production is a core activity in 

the  medium-sized  milk processing plant and seems to have larger proportion of 

employees in the plants. According to  Thompson and Strickand (2001), production is 

a value creating activity. Therefore the department plays a key role in strategy 

planning and formulation. Engineering, finance and administration are supporting 

activities of production while the operations department had a few sales and 

distribution staff who were present during the study. A big number of sales and 

distribution staff were in the field selling products in the market.  

 

 
 

 

Figure 4.2  Departmental  respondents 
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Length of service 

 

The accumulated skills and expertise of employees is critical in strategy formulation 

(Snell, 2007). The data from the respondents was analyzed on this parameter and 

findings presented in Figure  4.3. The findings from the respondents indicated that 

(21) 50 percent of the employess had worked for a period of  between 0-5years (figure 

4.3). A significant proportion of (15) 36 percent of the respondents had work 

experience of  6-10 years. The analysis also showed that (6) 14 percent of the 

respondents had worked for 11 – 15 years. The findings  showed  that a large 

proportion of the employees had a working experience of  less than 10 years. The 

findings therefore indicate that  the employees had the necessary experience to be in a 

position to articulte the  strategic issues facing the medium-sized milk processing 

plants.  

 

 
 

 

Figure 4.3 Length of service of the repondents 
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Levels of education 

The level of training and education of employees in an organisation is  fundamental  

in the formulation and  application of strategy in business (Montana, 2008). Data from 

the respondents was analyzed and the results were  presented in Figure  4.4. 

 

The findings showed that (16)38 percent  of the respondents had certificate level of 

education (figure 4.4). This were mostly comprising the category of clerks and 

machine operators. Those in management had a minimum qualifications of a degree 

(9)21 percent had undergraduate qualification while (5)12 percent had postgraduate 

qualification. The chart also showed that (5)12 percent of the respondents had A-

Level education while (7)17 percent had a diploma. 

 

 

Figure 4.4. Education levels of the respondents 
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The findings showed that the  medium-sized milk processing companies had 

management staff who were well educated and therefore in a position to understand 

business strategies which can make their companies competitive. Well educated staff 

were an indication that the competency skills are available and adequate for strategy 

planning and implementation (Sell, 2007). According to Jain (2006), proficient 

strategy execution depend heavily on competent personnel hence organizations must 

put together a strong management team and recruit and retain employees with needed 

experience, technical skills and intellectual capital. This study, therefore confirms that 

the medium-sized milk processing plants have the necessary competencies to execute 

strategic plans. 

 

Nature of ownership 

 
 

Figure 4.5 Nature of ownership 
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The study undertook to understand the nature of ownership of the firm. Ownership is 

an essential component in the success of an organisation. Data from the respondents 

on ownership status of their firms  was analyzed and the results are presented above in 

Figure 4.5.  

 

The findings of the study showed that most of the medium-sized milk processing 

plants were  privately owned as indicated by (27)61 percent of the respondents 

(Figure 4.5). The respondents also indicated that (7)19 percent  were owned by 

farmers. Some organizations are owned jointly by farmers and private investors as 

indicated by (4)10 percent of the respondents and  another (4)10 percent was owned 

by cooperative societies.  

 

The findings strongly indicated that the medium-sized milk processing plants are 

private sector driven. Privately-owned firms will be more aggressive in 

implementation of growth and performance strategies than public owned 

organisations. There is less bureaucracy and fast decision making in private firms 

which  means the  firms take advantage of bussiness opportunities as they occur 

leading to faster growth and performance of the medium-sized milk processing plant. 

Private companies are more thrifty and will tend to respond to market challenges 

faster (Kotler, 2005).  

Length of time of ownership 

 

The length of time an organisation has been under the same  ownership is an 

indication of stability in management and therefore gives consistency in strategic 
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choices (Thomson & Strickland, 2001). The researcher sought to find out the length 

of time of ownership of the medium-sized milk processing plants. The data from the 

respondents  was analyzed and results presented in Figure 4.6.  

 

 

Figure 4.6.  length of time under current ownership 

The study showed  that the majority of the medium-sized milk processing  firms had 

been operating under the same ownership for less than 6 years as indicated by (29) 69 

percent of the respondents (Figure 4.6). Also the findings found out that a sizeable 

number were over 6 years as indicated by (13)31 percent of the respondents.This 

indicated that they have had stable management which is conducive to faster  growth 

and performance of the medium-sized milk processing plants. 
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Number of employees in the organization. 

 

An orgainsation that is growing will require  labour for performance of various duties. 

It is strategic to employ people with the  right competencies and capabilities that will 

help in driving organizational performance (Snell, 2007).  Data from the respondents 

on the number of employees  were analyzed and the results are presented in Figure  

4.7. 

 

 
 

Figure 4.7 Number of employees 

 

The findings showed that (5) 12 percent of the respondents indicated their medium 

sized milk processing firms had 100-149 employees while another (5) 12 percent 

showed that they had over 150 employees (Figure 4.7). Those with between  50-99 

employees comprised (12) 28 percent while those with 0- 49 employees comprise (20) 

48 percent of the firms. The results from the data confirms the earlier position  that 

most  medium-sized milk processing plants have betweeon 30 - 50 employees. The 

reason why there were variation in the number of employees was because milk 

processing was a seasonal activity and employee numbers above fifty  shows that a  
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component of temporary employees who are called in when work volume increase 

and laid off when it decreases. According to Taylor (2005), numerical flexibility 

allows organizations to respond quickly to the environment in terms of numbers of 

people employed which are achieved by using alternatives to traditional full-time 

permanent employees. 

 

Strategic planning 

Strategic Planning that is all inclusive is important for any organisation that wants to 

continue operating  into the future. Therefore the  medium sized milk processing 

plants must involve management in the planning and formulation of strategy. When 

choosing a strategy, firms make choices among competing alternatives. In this sense 

the chosen strategy indicates what the firm intends to do, as well as what it does not 

intend to do. Each company must find the game plan that makes the most sense given 

its specific situtation, opportunities, objectives, and resources (Ireland, 2007). The 

study set out to assess and understand who and how strategic plans for the medium 

scale milk proceesing dairy companies are done. Data from the respondents were 

analyzed and presented in Figure  4.8 and 4.9 below.   

 

Most medium-sized milk proceesing  firms formulated or reviewed their strategic 

plans in 2-4 year cycles as indicated by the (18) 43 percent of the respondents (figure 

4.8). Some (9) 23 percent of the respondents indicated that their companies did it 

every 2 years or less while other respondents (11) 26 percent indicated that they did it 

every 5-7 years. On the extreme end (4) 11 percent of the respondents indicated that 

their companies did not have a strategic plan. A strategic plan is a road map to lead an 
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organization from where it is now to where it would like to be in five or ten years 

(Strategic Planning Handbook, 2001). The findings that some medium-sized milk 

processing plants cannot be in a position  to take advantage of the opportunities in the 

constantly changing environment means, continued operations into the future were 

doubtful. 

 

 

Figure  4.8 How often is the strategic plan done 

The results of the analysis presented in  Figure 4.9 showed  that (20) 48 percent of the 

top management were involved in the formulation of the strategic plan. Only (8) 19 

percent of the respondents indicated that all the staff were involved in the 

development of the strategic plans in their respective milk plants while (11) 26 

percent did not know who was involved in the formulation of the strategic plans in 

their milk plants. It is clear from the findings  that strategic plans were mainly done 

by the top management. The ideal strategic management team includes decision 
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makers from all three company levels; the corporate, business, and functional 

(Robinson, 1994).  

 

               

 Figure 4.9 The formulation of the strategic plan 

Strategy implementation 

 

The process of strategic planning does not end with strategy formulation. Like any 

plan, formulating the appropriate strategy is not enough. Managers must also ensure 

that the new plans are implemented effectively (Ireland, 2007). Questions to that 

effect were put across to the respondents and the answers analysed as shown in the 

Figure 4.10.  

 

According to the respondents, (22) 52 percent of the medium-sized milk processing 

firms indicated that their firms implemented their strategic plans by between 0-40 

percent. However (19) 45 percent of the respondents indicated that their firms did not 

implement 41-80 percent of their strategic plan. The implication in these findings was 
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that the milk firms did not implement their strategic plans as envisaged and this could 

one of the reasons contributing to erratic performance of some of the medium-sized 

milk processing plants. 

 

 
 

Figure  4.10.Implemention of the strategic plan 

 

Organizations that do not implement their strategic plans end up with serious gaps in 

terms of responses to opportunities and threats in the fast changing business 

environment resulting in challenges in maintaining competitiveness (Kotler, 2005).  

 

Environment scanning. 

Businesses cannot operate in a vacuum and hence managers must seek to understand 

their business environments. They must carry out a critical assessment of their 

internal and external environment because business environments are dynamic. 

Businesses must scan their political, economic, social technological and legal 

environments in orders to be to come up with appropriate business strategies to 

counter changes in the business environment (Kotler, 2005). The study undertook to 
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understand whether medium-sized milk processing firms undertook environmental 

analysis and the effects of environmental changes on these medium-sized milk 

processing plants. The results are presented in Figure 4.11 and 4.12.  

 

 
 

Figure 4.11 Environmental scanning 

 

The respondents indicated that (31) 74 percent of majority of the medium-sized milk 

firms undertook environmental scanning (Figure 4.11). while (11) 26 percent of the 

respondents indicated that their firms did not undertake environmental sacnning. 

Environmental scanning is critical as it helps monitor trends in the general and 

industry environments which have the potential to negatively impact on the 

competitiveness of a company (Kotler, 2005). 

 

 Product and services 

The research also investigated how changes in the environment affected the product 

and services of the medium-sized milk processing plants. The results of analysis 
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indicated that (34) 82 percent of the respondents agreed that changes in the 

environment would have an effect on products and services of the firm (Figure 4.12). 

While (4) 9 percent of the respondents disagreed with this assertion, (4) 9 percent 

were not sure. This means that a significant proportion of the respondents believed 

that changes in the environment would affect the performance of firms’ products and 

services.  

 

According to Thompson and Strickland (2001), managers can use environmental 

scanning to spot budding trends and clues of change that could develop into new 

driving forces. New driving forces that emerge in the environment will enhance 

growth and performance of the medium-sized milk processing plants. 

 

 
 

Figure 4.12 Environmental change and impact on products and services 
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Challenges in the environment 

Changes in the external environment have a direct impact on the growth and 

performance of the organizations because they represent opportunities and threats 

(Robinson, 2003).  Environmental scanning is to raise the consciousness of managers 

about potential developments that could have an impact on industry conditions and 

pose new opportunities and threats (Strickland, 2001).  The way in which 

organizations respond to these environmental changes would determine their 

continued survival (Glueck, 1988). The respondents were asked through the 

questionnaire whether their firms faced challenges and to list the significant 

challenges. Their responses were analyzed and the results presented in Figure 4.13 

and 4.14.  

 

The research found out that (33) 79 per cent of the respondents were  positive that 

their firms were facing challenges (Figure 4.13). while (9) 21 percent of the 

respondents  indicated  that their firms were not been having challenges. This 

response was mainly from some  junior levels of employees who were remote from 

management and may not have been privy to any challenges that the firms were 

facing. 
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Figure  4.13 Whether the firm face challenges 

 

 
 

Figure 4.14 Significant challenge 
 

The study showed that competition from other industry players and unreliable raw 

materials supply were the main challenges affecting the firms as indicated by (12) 29 

percent and (11) 26 percent of the respondents respectively (Figure 4.14). Unreliable 

supply of raw materials leads to fluctuation in production hence affecting revenue and  

profitability.  Power outages and lack of markets during glut were given similar 
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weights by the respondents at (7) 17 percent each. While (5) 11 percent of the 

respondents indicated that milk rejects due to failure to meet quality standards  were  

a challenge. 

 

Competition in the industry was the biggest challenge facing the medium-sized milk 

processors possibly because  of the economies of scale enjoyed by the bigger industry 

players such as NKCC, Brookside dairy (BD) and Githunguri dairy (GD). The large 

players are capable of competing at lower cost. For a company to be competitive and  

succesful, its costs must be in line with those of rivals (Strictland, 2001). The 

implication is that  the medium-sized processing plants must implement the cost 

leadership strategy to be competitive. 

 

Unreliable raw materials to the plants was dictated by many variables, especially the 

producer price the medium scale milk processor is paying. It was noted that milk 

suppliers would deliver their milk to any market destinatinon that would pay a 

competitive producer price. There was also intense competition with the informal 

market traders who were selling unprocessed milk to the market and because they did 

not incur any processing costs, they tended to pay the farmers better prices hence 

denying the processor the raw milk supplies. Milk marketing sector  was opened up to 

other players following the liberalization of the sector  in Kenya in 1992 (Ministry of 

Livestock and Fisheries Development, 2006). Managers interviewed indicated that the 

seasonality situation of milk availability made milk supply unreliable because  during 

the wet season there was excess supply while during the dry season there was extreme 

deficit. This made forecasting and  production planning very difficult.  
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The managers indicated that during the wet season when there was excess milk, the 

market was also depressed and the informal market was no longer attractive and the 

traders suppling those markets migrate to other business. This left the milk plants with 

huge milk deliveries and very limited market to dispose the products. The managers 

indicated that during such time they stopped receiving excess milk and only dealt with 

what they could  dispose to the market. This had the negative effect of discouraging 

production at farm level. Over all the challenge impactd negatively the growth and 

performance of the medium-sized milk processing plants. 

 

Power outages was identified by the respondents as affecting the smooth running of 

the medium-sized milk processing plants. Frequent interruption of power supply made 

the firms production  planning  very uncertain, the main impact being loss of 

production time leading to late or  inconsistent deliveries of products to the market 

hence loss sales opportunities.  

 

Milk rejection was as a result of milk not meeting the requird quality standards. 

According to the managers interviewed, the cause of milk rejection was quality 

deterioration because of delayed pasteurization. The milk was transported for several 

hours to the processing plants because of poor infrastructure within the milk cathment 

areas.  
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Strategic challenges faced by the medium sized milk processing plants 

Substitutes in the market 

The availability of substitutes in the market means that customers have alternative 

products and services that can satisfy the same needs. Business must understand close 

substitutes of their products in order to plan strategically (Ireland, 2007). Firms in one 

industry are quite often in close competition with firms in another industry because 

their respective products are good sustitutes (Strickland, 2001). 

 

The research sought to investigate whether there were substitutes that could 

negatively impact the performance of medium-sized milk processing plants. The 

respondents data were analysed and results presented in Figure 4.15.  

 

Figure 4.15 Substitutes in the market 

From the analysis, (27) 64 percent of the respondents agreed that substitues had 

invaded the market. About (9) 22 percent disagreed that there were no substitutes 

while (6) 14 percent neither agreed nor disagreed. It may be possible that  either  they 
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were unaware of the substitutes or they did not understand the effects of these 

substitutes on their products. Substitutes were a threat to medium-sized milk 

processing plants because they impact their growth and performance. 

 

The implication was that current customers had alternative products in the market that 

could satisfy the same needs; soy, rice, potato, almond, oat, hemp and coconut milks 

are all possible substitutes for cow's milk. While the amount of protein in each of 

these forms of milk varies compared to cow's milk, they are usually fortified with 

similar amounts of calcium and vitamin D (Allergens, 2007). When substitutes are 

cheaper than an industry’s products, industry players come under heavy competitive 

pressure to reduce their prices and find ways to absorb the price cuts with costs 

reductions (Jain, 2006). This scenario  will clearly impact the growth and performance 

of the medium-sized milk processing plants.  

 

Entry of competitors 

New entrants to a market have several intentions such as bring new production 

capacity, the desire to establish a secure place in the market and sometimes inject 

substantial resources with which to compete with other players (Strickland, 2001). To 

protect their position, companies often try to establish entry barriers to keep new firms 

out of the industry (Ireland, 2007).  The respondents were asked whether they agreed 

or disagreed with the fact that entry of new entrants was a threat to their business. 

Their responses were analyzed and presented in Figure 4.16. 

 

Daystar University Repository

Library Archives Copy



 

 

68 

 

 

Figure 4.16 Entry of other players 

As indicated in Figure 4.16, (29) 69 percent of the respondents agreed that new 

entrants pose a major threat to the organisation. At least (9)21 percent of the 

respondents  were  not sure about the threat posed by new entrants while (4) 10 per 

cent of the respondents cummulatively disagreed. Such findings show that a  

significant proportion of the medium-sized milk processing plants needs to  

understand  the competitive patterns in its industry if it hopes to be an effective 

‘player’ in that industry. Walker (2007) states that:  

New entrants to an industry can raise the level of competition, thereby 

reducing its attractiveness. The threat of new entrants largely depends 

on the barriers to entry. High entry barriers exist in some industries 

(e.g. shipbuilding) whereas other industries are very easy to enter (e.g. 

estate agency, restaurants). Key entry barriers include; - Economies of 

scale, Capital / investment requirements, Customer switching cost, 

access to industry distribution channels and the likelihood of retaliation 

from existing industry players (p. 68). 

According to Porter (1980), as a rule competitive pressures intensify when some of 

the likely entrants have ample resources. In the medium-sized milk, processing plants 

the strongest competitive pressures associated with new entrants could be from 
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current industry participants looking for new growth opportunities. The fact that there 

have been many entrants to the dairy industry in Kenya since its liberalization in 1992 

indicates that there are threats of new entrants. Existing industry members are often 

strong candidates to enter market segments or geographic areas where they currently 

do not have a market presence (Jain, 2006). 

 

Strategies adopted to promote growth and performance. 

The medium sized milk processing plants have adopted various strategies in order to 

grow and be competitive. The study investigated the growth strategies that were being 

used by the plants and found out that the main strategies used by the firms were; 

broadening the product range, market development, product development and 

enlarging raw milk sourcing. 

 

Growth strategies 

Organizations must deploy appropriate growth strategies to remain competitive, 

satisfy their stakeholders, grow their markets, increase revenue  and attract top talent 

(Glueck,  1988). Competive  firms implement strategies that are  focused on growing 

their revenues and earnings. According to Thompson and Strickland (2001), 

organisations must graft a portfolio of strategic initiatives for improved  growth and 

performance. Questionaires were administered to respondents as regards growth 

strategies of their firms. The data was analysed  and presented in Figure  4.17. As 

indicated in the investigations (30) 71 percent of the respondents agreed that   

medium-sized milk processing plants had put in place business strategies that would 
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spur growth (figure 4.17). However (12) 29 percent of the respondents stated that 

there were no business strategies in place, mainly respondents from cooperative 

owned processing plants.  

 

The findings indicated that the  medium-sized milk processing plants had adapted 

well to the changes in the environment by putting in place business strategies that 

would enhance growth and performance. The plants were proactive in managing their 

businesses prudently by ensuring strategies that brought about growth and enhance 

business performance were put in place in order to survive the  competitive 

environment. 

 

Figure 4.17 Business  growth strategies 

Companies need business strategies to give direction and purpose to deploy resources 

in the most effective manner and to coordinate the stream of decisions being made by 

the members of the organization (Ngonga, 2006). The respondents were asked the  

specific business strategies that were in place in their medium-scale milk processing 
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plants. The data from the respondents was analyzed and results presented in Figure 

4.18. 

 

The findings from the respondents shows that (21) 50 percent of the medium sized 

milk processing plants had embarked on market expansion in order to gain 

competitive advantage and earn  above average returns (Figure 4.18). The firms’ had 

obvously seen the need to venture into new markets to enhance their market presence 

and visibility. The implication was that they would widen the availability of their 

products and increase the market share of their brands. The installation of UHT 

production was prefered by (8) 20 percent of the respondents, this could be because  

UHT products had a minimum shelf life of six months. This aspect enabled them 

distribute their products to distant markets and hence achieving the objective of 

improved growth and performance. 

 

Enlarging the scope of raw material sourcing was indicated by (12) 30 percent of the 

respondents as a strategy the medium-sized milk processing plants had put in place so 

as to optimize the utilisation of their processing capacity and ensure consistent supply 

of products to the market throughout the year. This implies that a few firms would 

prefer backward integration strategy in order to secure the supply of raw materials and 

improve on competitiveness. The only good reason for investing a firm’s resources in 

backward integration is to strenghten the firms competitive position (Thompson & 

Strickland, 2001). 
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Business growth strategies 

 

Figure 4.18  Current business growth strategies 

The study sought  to determine how critical and strategic  the sourcing of raw material 

was to the medium-sized milk processing plants. The respondents data was anlysed 

and the findings were presented in Figure 4.19. 

 

Figure 4.19 Critical raw materials sourcing 
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A  total of (23) 55 percent of the respondents agreed that sourcing of raw materials is 

critical  and (7) 17 percent of the respondents were not sure of this strategy and they 

opted to remain neutral (Figure 4.19). About (12) 28 percent disagreed that this was 

critical. The findings showed  that the sourcing of raw materials was critical  for 

gowth and performance of the medium- scale milk processing plant. Adequate supply 

of milk to the processing plants is fundamental to profitable operations of the plant. 

This therefore calls for a strategy focused on attracting more milk supplies to the milk 

plant through provision of incentives. In order to maintain consistent supply the milk 

plants had started  providing incentives to the milk suppliers. According to the 

General Manager of Lari Dairy, supply of adequate raw milk to the plant was critical 

for continued operations of the plant. Any changes in the supply volumes due to 

drought or failure to pay competitive prices to dairy  farmers would significantly 

affects their performance.  

Other growth strategies 

The research also sought to understand the other  most effective business strategies 

used by the  medium-sized milk processing plants. The respondents data was analyzed 

and the findings presented in Figure 4.20. 

 

The results indicated that (9) 21 percent of the responses applied  product 

development while market development was  the choice for about (17) 42 percent of 

the respondents (Figure 4.20). The preference by the respondents was the market 

development strategy, which implied  that the medium-sized milk processing plants 

would  sell existing product in new markets. The way to accomplish this is by 
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increasing channels of distribution and changing the content of advertising or 

promotion to attract new market segments (Robinson, 2003). 

 

 

Figure 4.20 Growth strategy implementation 

Product development is the substantial modification of existing product or the 

creation of new but related products and marketed to current customers (Pearce11, 

1994). This strategy was used by (9) 22 percent of the respondents. The medium-sized 

milk processing plant can modify their existing products, for example, by selling fat 

reduced milk and market it to existing customers who are health conscious.  

 

The diversification and penetration strategies were at a much lower respondents levels 

of (7) 17 per cent and (8) 19 percent respectively. Managers interviewed indicated 

that they had used diversification strategy through broadening the product portfolio 

with very good returns especially on the yoghurt brand, which is a high-valued 

product. Broad product range is an indication of a customer-focus orientation to the 
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market. Consumers will favour products that will offer quality, performance, and 

innovative features (Kotler, 2005).  Limuru and Pamside used penetration strategies, 

because of their proximity to Nairobi. Generally, this showed that these medium-sized 

firms have embarked on competitive strategies that would in turn bring about 

improved growth and performance. 

 

Historical data on various growth trends 

Table 4.2 Show various trends about the medium-sized milk processing plants in 

terms of milk intake, storage capacity, processing capacity and packing capacity. Milk 

intake for all the medium-scale firms showed a general trend of improvement. There 

was an improvement of milk intake from 133.5 million litres to 199 million litres 

between 2009 and 2011.  This is an improvement of 67.1 percent (65.5m). New 

Sameer showed the largest percentage of milk intake improvement of 38.5 percent. 

This is because New Sameer invested in a new yoghurt production line and were 

therefore forced to take in more milk to optimize the utilization of the new line. 
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Table 4.2 Historical data on various growth trends 

 

Source; Kenya Dairy Board & respective dairies (2009-2011) 

 

On the other hand total storage capacity in thousands of litres increased steadily from 

184,000 litres to 223,000 litres. The increased intake from milk suppliers may have 

forced the firms to expand their storage capacity. This was an improvement of 39,000 

liters (21 percent). The processing capacity equally showed some overall 

improvement from a low of 43,000 liters per hour to a high of 62,000 litres per hour 

(44 percent). Improvements in processing capacities showed that milk production had 

improved hence the firms were increasing processing capacities to take advantage of 

 Milk intake 

(millions Ltrs) 

 

Storage 

Capacity 

(Millions Lts) 

Processing 

Capacity 

(000's Lts/Hr) 

Packing 

Capacity 

(000's Lts/Hr) 

Years ‘09 ‘10 ‘11 ‘09 ‘10 ‘11 

   

9 ‘10 ‘11 ‘09 ‘10 ‘11 

Pamside  

Dairy 2.1 2.7 3.0 10 20 20 6 6 6 25 25 25 

Kinangop 

(KD) - 3.8 4.1 38 42 47 5 5 8 35 35 35 

New 

Sameer 5.5 13.9 14.3 60 75 75 10 12 15 35 45 50 

Limuru  

Dairy 7.0 6.9 7.4 60 60 60 8 8 12 32 32 32 

Afrodane  

(AD)  4.6 4.2 4.8 10 15 15 8 8 12 5 18 20 

Lari  

Dairy  3.1 2.2 2.8 3.1 3.1 3.1 35 6 6 20 25 25 

Mini  

Dairies  1.2 3.5 3.6 2.5 2.5 2.5 25 2.5 3 16 18 18 

Total 133 171.2 199 184 218 223 43 47.5 62 168 198 205 
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this increase. This means that medium-sized milk plants had experienced growth. 

Likewise, there were positive improvements in packaging capacity from 168,000 

litres to 205,000 litres on the overall. Afrodane dairy and New Sameer showed the 

biggest jump in improvement from 5,000 litres per hour to 20,000 litres per hour and 

35,000 litres to 50,000 litres per hour respectively.   

 

These parameters indicated significant growth in milk intake, processing capacity and 

packing capacity. The growth in milk intake converted to monetary terms assuming 

that one (I) litre of milk currently sells at ksh 90. In  2009,2010 and 2011 the gross 

income was ksh.12,015,000 in 2009, ksh.15,408,000 in 2010 and ksh.17,000,000. 

This is a performance increase of 41 percent.  

 

Qualitative data analysis 

Answers given to the open-ended questions led to deduction that almost all the 

medium dairy firms produced almost similar products i.e. fresh milk, fermented  milk, 

yogurt, cream and ghee. This means that the firms were competing on similar 

products. This requires that they come up with business strategies that would gain for 

them a competitive advantage. On the other hand, one of the most pressing challenges 

was fluctuating weather leading to a glut or shortage of milk and stiff competition 

from other market players. Other respondents had the opinion that high cost of 

production was an issue especially as regards packaging materials, electricity and 

diesel. They were categorical that the cost of operation were increasing frequently and 

was affecting their growth and performance. The implication here is that growth 
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strategies implementation is very critical for them to earn above average return that 

would guarantee growth and performance of their milk plants. 

 

The one strategy revealed by respondents as having yielded the best performance 

results for the company was market development. When asked about the major 

challenges facing the company concerning competition, most respondents generally 

explained that the management tended to ignore competitors strategies towards 

competition hence learning the competitors strategies too late or ignoring the 

competitors strategies towards competition. 

 

The general suggestions given by respondents towards making the medium scale 

processors in Kenya more competitive were that they should recruit staff members on 

merit, enhance environment scanning skills in order to understand the importance of 

competition and competitor analysis, formulate cost reduction strategies and ensure 

implementation. In addition, it is important to invest in backward integration in order 

to secure the supply of raw material and boost raw milk production. 

 

Summary 

The study showed that medium-sized milk processing was a very competitive 

business venture and was faced with challenges that required the management to 

focus on growth strategies that would result in sustainable growth and performance of 

the business. The most important findings showed that medium-sized milk plants 

applied product development and market development as their main strategies. The 

findings of the study showed that the product development and market development 
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had better performance. Advertising and promotions strategies were applied to 

complement the market development and market penetration strategies. Broad product 

range was one of the strategies adopted by the medium-sized milk processing plants 

in order to expand their product portfolio, increase revenue and grow the market 

share. 

 

The medium-sized  milk processing plants had challenges chief among which  was the 

stiff competition from the large scale milk processors who were able to take 

advantage of the economies of scale in their production and therefore there unit cost 

was  much lower. The other challenge was the availability of the  raw material  which 

is neccsary for processing of milk products for the market  and utilization of the 

installed capacity throughout the year. Power outage was identified as a major 

challenge that negatively impacted the smooth operations in the plant resulting in 

irregular supply of products in the market. Medium-sized milk processing plants 

should first consider investing on  generators for alternative power supply to stabilise 

operations, improve efficiecies and reduce on loses. 

 

During the times of glut there was excess milk in the market resulting in depressed 

demand of milk products and a drop in the prices of milk leading low margins and 

therefore poor returns. There  was  also the challenge of milk rejection which was 

identified as reponsible for loses due to spoilage as result of failure to meet the quality 

standards. This was a significanet loss considering that the milk should  have been 

sold to earn more revenue. 
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This study, found that medium-scale dairy companies faced intense competition for 

market share, which translated into various business strategies to counter competitor 

moves and gain above average returns for growth and performance. The business 

environment was very fluid with lots of challenges not least being the seasonal 

weather changes. During the dry season, milk production dropped significantly and 

this called for urgent measures to source for suppliers from diverse sources. Lack of 

supplies led to low production and less profits. In the wet season, the opposite 

occurred with dairies experiencing a glut in the market. Most lacked capacity to 

handle large quantities hence a lot of milk going to waste. Common strategies are the 

expansion of existing markets through product development and market development. 

Other medium-sized milk processing plants had embarked on diversification as a 

growth strategy. Hence, the study was able to cover all the research objectives. 
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CHAPTER FIVE 

DISCUSSIONS, CONCLUSIONS AND RECOMMENDATIONS 

Introduction 

 

This chapter is a discussion of the findings of the study and the summary, 

conclusions, recommendations and suggestions for further research. The purpose of 

this study was to investigate the business strategies responsible for growth and 

performance of medium-sized milk processing plants in Nairobi and its environs. It 

was guided by three key objectives. 

 

The  objective were to assess the business strategies adopted for growth and 

performance of medium-sized milk processing plants, to examine the strategic 

challenges facing the medium-sized milk processing plants, and to recommend 

appropriate business level strategies for medium-sized milk processing firms to 

enhance sustainable growth and performance. 

 

In this research, historical and descriptive design was used in carrying out the study. 

The  use of purposive sampling, helped  to get seven medium-sized milk processing 

plants located within Nairobi and its environs. Collection of data was by use of 

questionnaires that had both closed and open-ended questions. The open-ended 

questions ensured that the researcher explored as much information as possible while 

the respondents were able to describe the situation in details without much limitation. 

Questionnaires were administered to the Managing Director or the General Manager, 
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Plant manager, Middle level  managers and Junior staff up to the level of operators 

and clerks. 

 

Stratified sampling was used to ensure that all the different categories of staff working 

in the various cadres and departments of the medium sized milk processing plants are 

included in the research.  These categories of staff members are involved in day-to-

day management hence able to articulate the strategies being used by the plants.  

  

Discussion of the findings 

The research found the following general information that would be useful in the 

understanding of the status and operational parameters of the medium-sized milk 

processing plants. The managers, middle level managers, clerks and operators were 

well educated. The findings therefore showed that there was sufficient skill levels in 

strategic planning in the medium-sized milk processing plants as evidenced even by 

the General manager Lari Dairy’s who was attending a profesional human resource 

training course in the evening.  

 

All the managers interviewed were aspiring to further their studies in business-related 

courses to enhance theirs skills and capacity. Well educated staff are  an indication 

that the competency skills are availability hence adequate knowledge  in strategy 

planning and implementation (Snell, 2007).  

 

The first objective of the study was to establish the business strategies adopted for 

growth and performance of medium sized milk processing plants in Nairobi and its 
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environs. In order to establish the strategies adopted the researcher undertook to 

understand the overall ownership, and strategic planning process in the medium sized 

milk processing plants. The  analysis of data showed that most of these plants were 

privately owned. The reason why the majority of  these companies are privately-

owned may be first and foremost due to the fact that the dairy industry is capital 

intensive and requires  lot of investments in terms of equipment, technology, human 

resource and marketing.  

 

The second reason was that the farmers driven cooperative ownership failed due to 

bureaucratic procedures which emphasized all inclucive decision making processes. 

This slow decision  making affect strategy implementation which must wait for 

consensus building. Thirdly, privately owned firms were found to be more aggressive 

in implementation of growth strategies leading to better returns than public owned 

organisations.  

 

In Limuru dairy the General Manager indicated that most of the decisions were  made 

by the board, and this meant meetings must be scheduled regularly  for deliberation 

and decision making on key issues that affected the business. Business opportunities 

missed out slowed  down performance compared to the privately-owned organisations 

(Montana, 2008). The fact that the  majority of these companies were  privately-

owned may be due to the historical fact that the initial model of farmer cooperatives 

driven dairy industry failed to grow into stable economic units and hence  not 

attractive for investors. Therefore private-ownership was a prefered strategy for 

growth  which showed that a huge proportion of the plants are  privately-owned.   
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The other finding from the study was that a majority of these firms were  young, most 

of them being  less than six years old. Over this period the milk plants under  study 

had not changed ownership and therefore it could be concluded that there had  been 

stable management and hence continuity in the business. This is very important 

because it would allow time for successful execution of strategy and time for  

performance  culture  to thrive.  

 

According to Thompson and Strickland (2001), it takes a period to root out certain 

unwanted cultural obstacles and instill new ones that are strategy supportive. The 

medium-sized milk plants therefore have a better chance to grow because of 

consistent ownership that is conducive to growth and performance. 

 

These  plants had an average staff establishment of between 30 – 50 employees. 

Plants that had more than sixty employees were found have temporay employees who 

were not employed on permanent basis. It was found out that dairy  businesses were 

seasonal and a component of temporary staff catered for shortfall depending on 

seasonality. Staff numbers was a variable which the medium-sized plants  tried  to 

keep in line with the level of operations. However most managers interviewed 

indicated that they preferred keeping the labour costs as low as possible and use 

temporary employeess who were hired on short-term contracts of not more than three 

months.  

 

Daystar University Repository

Library Archives Copy



 

 

85 

 

This optimal staff utilization supported the low cost leadership strategy which the  

medium-sized milk processing plants used to remain competitive, particularly in 

countering the entry of other players into their own markets. Low cost strategy is a 

generic growth strategy used in business to focus on low cost operation efficiencies to 

keep prices of the product low and earn increased margins, higher profits and increase 

market share (Robert. 1996).  According to Pearce (1994), low cost leaders maximize 

economies of scale; implement cost-cutting technologies, stress reduction in overhead 

and administrative expenses and use volume sales technique to propel themselves up 

the growth curve. The result is high growth and performance. 

 

The medium sized milk processing plants adopted the broadening of the product range 

as the basis of enhancing customer base and improving performance. The broadening 

of products is important to enhance visibility and reach out to large base of customers. 

The milk plants that depend on a single product stand the risk of being too narrow in 

the customers they target, and may not enhance their incomes because of low 

margins. In contrast, when they increase their product range they tend to attract more 

customers and more revenue. The earnings will be even much higher if the product 

portfolio includes value added product. Milk plants such as Limuru and Kinangop 

have embraced this strategy with improvement in their cash flows. This 

diversification strategy is necessary for growth and performance. According to 

Cravens (1991), corporations continue to expand into new products and market areas.   

 

The  other strategy that the milk plants  implemented was the raw material sourcing 

strategy which involve ensuring that the  plants received adequate  raw milk from 
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farmers. The milk plant has to aggressively recruit milk suppliers who will deliver 

milk consistently to enable it meet the demand of the market. To achieve this some 

incentive programes were put in place by some of the medium-sized milk processing 

plants. These incentives included paying better producer  prices, timely payments  and 

flexibility in payment methods.  

 

The medium-scale milk plants pack milk for other competitors to optimize on their 

capacities especially when there is lack of adequate raw material during the dry 

season. This is a strategy that is commonly used to gain production economies of 

scale (Meindl, 2007). Lari  Dairy company indicated that they were packing milk for a 

cooperative society called Gatamayu Farmers Cooprative Society. This strategy is 

critical because it benefits the milk plant in the utilization of  the excess capacity and 

also supplement the milk plant income leading to  improved  growth and performance. 

 

The other strategy adopted by the medium-sized milk processing plants to gain 

competitive advantge is market development. This is where the plants expand the 

scope of their markets such that they carry out the distribution of their products into 

new oulets and also extend  beyond traditional markets (Pearce11, 1994). Advertising 

and promotional activities are complementary to this strategy, however, managers 

interviewed indicated that it was too costly and quite often it was  beyond the capacity 

of  most of the medium-sized milk plants to mobilize resources for such sales 

promotion and media activities. Therefore the strategy is executed  without the 

supporting activies resulting in slow realization of the intended outcome. However in 
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the medium term they are able to reach more  customers, increase market share and 

improve income hence growth and performance.  

 

Challenges facing the medium sized milk processing plants. 

The study’s second objective was to examine the strategic challenges facing the 

medium sized milk processing plants. The strategic challenges identified were stiff 

competion, raw material supply, power outages, lack of market during glut, and milk 

rejection. Stiff competition  in the industry was the biggest challenge facing the 

medium sized milk processors because  of the economies of scale enjoyed by the 

bigger industry players such as NKCC, Brookside and Githunguri. The large players 

are capable of competing at lower cost.  According to milk intake figures  from KDB 

the milk intake figures for NKCC, Brookside and Githunguri Dairy  in  2010 stood at 

152 million litres, 156 million litres and 55 million litres respectively. 

 

During the same period the three highest milk intake for medium-sized milk 

processing plants was New Sameer (14million), Buzeki Dairy (7million) and Limuru 

milk processors (6million). This shows that the medium sized milk processors faces 

stiff competition from the large players while competing for the same market in 

Nairobi. This means that the large scale players are powerful  suppliers to the market 

and are capable of lowering the prices or even special promotional offers that 

significantly erode the profitability of the industry (Porter, 1987). 
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The second challenge facing the medium sized milk processing plants was the raw 

material (milk supply) from the farmers. This was  because their collections were  

within their catchments, and had no capacity to source raw material from distant 

catchments areas as opposed to the large scale players who have capacity to leverage 

on their countrywide milk collection infrastructure. The location of medium-sized 

milk processing plants are within small cathcments whose capacity to increase 

production of more milk is through intensive methods of production at farm level. 

This can be done through a backward integration strategy where a firm  invests in the 

sourcing of the raw materials (Pearce11, 1994). Successful  extension programs  

involves  establishing  linkages with important staleholders to implement milk 

production programs within their catchment (Ministry of Livestock & Fisheries 

Development, 2006).  

 

Power outages was a  major challenge facing the medium-sized milk processing plant. 

This challenge specifically impacted on their operating efficiencies, leading to their 

inability to deliver milk products on time in the market. The milk plants depended on 

electrical power supply for their energy requirements to process milk. The staff 

interviewed indicated that the  production activities  were  frequently interrupted by 

erratic power supply to the plants. Inefficient utility supply to a business unit impacts 

the operationations of the unit  through downtime (Glueck, 1988). 

 

 Lack of market for milk and milk products during the glut was one of the challenges 

affecting the operations of the medium-sized milk plants. This is because at this time 

there was  over production of milk in the farms resulting in depressed demand. When 

Daystar University Repository

Library Archives Copy



 

 

89 

 

milk is in excess the medium-sized milk procesing plants may have to petition the 

government to assist by putting in place a strategy that the processors pool resources 

with a view to setting up a milk drying plant which would convert all the excess milk 

into milk powder which can be stored for two years. A financing strategy will have to 

be worked out with the government since milk is recognized as a food reserve. 

 

Government intervention is necessary to facilitate growth and stability of the dairy 

sector (Republic of Kenya, 2010). The managers interviewed  preferred to  send the 

farmers away with their milk during the glut once the plant has had sufficient volume 

for its market requirements. The turning away of farmers from delivering milk during 

the glut should be avoided as it tended to be a disincentive to improve milk 

production at farm level.  

 

Milk rejection was also identified as a challenge through which the milk processor 

and the milk supplier incurred  heavy losses. This was attributed to poor road network 

in the milk catchment resulting in late deliveries when quality would have 

deteriorated leading to failure to meet the required quality standards hence loss of 

milk. Each medium sized milk processor should consider installing milk cooling 

facilities within their catchments so that is transported chilled to the milk processing 

plant. 

 

Recommendations from the study 

The third objective was to recommend appropriate business level strategies for 

medium sized milk processing firms to enhance sustainable growth and performance. 
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In view of the research findings, the study recommends that the medium-sized milk 

plants should apply product development and market development as their main 

strategies. While market penetration strategy and product diversification applied as 

the second line of strategies since the findings of the study showed that, the product 

development and market development had better performance. Advertising and 

promotions strategies are complementary strategies that were recommended to 

support market development and product development strategies. This will facilitate 

quick realization of high sales turnover, increased market share and improve earnings 

hence high growth and performance (Walker, 2007).  

 

Enlarging the scope of raw material sourcing was indicated as a strategy because the 

medium sized milk processing plants are required to  optimize the utilisation of their 

processing capacity and ensure consistent supply of products to the market throughout 

the year. Organizations adopt a backward integration strategy  to secure the supply of 

raw materials and  build on competitiveness (Robert, 1996).  

 

The medium sized milk processing plants are recommended to install UHT 

production lines in their  plants. This will enable them produce long shelf-life 

products which can be  distributed to distant markets and hence achieving faster the 

strategy on  market development.  UHT production lines are capital intensive and 

processors that will access sufficient funds for investment will have a competitive 

advantage. The capital requirements in setting up a UHT production line is 

significantly huge as stated by managers interviewed and this may help them secure 

and protect their markets from the threat of new entrants. Entry barriers include high 
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capital requirements, scarce skills, importance of reputation, difficulties in access to 

distribution, and lack of capacity to access critical raw materials (Robinson Jr. 2003). 

 

Conclusion of the study 

From the foregoing discussion, it is evident that medium-sized milk processing plants 

are active participants in the dairy industry in Kenya. Though their numbers have 

increased rapidly since the liberalization of the sector, they have been facing 

challenges that have influenced their growth and performance. Chief among these 

challenges was stiff competition from the large-scale players who enjoyed the benefits 

of the economies of scale in the sector and had wide infrastructure that allowed them 

to access the raw milk in the catchment areas especially during the dry season when 

the supply is very low from the farms.  

 

Despite these challenges, medium-sized plants have adopted some business strategies 

that have enabled them to enhance their growth and performance. The most important 

growth strategies adopted were market development and product development. This 

will however be accompanied by promotions and advertisement as complimentary 

strategies. 

 

The other recommendation for adoption by the medium-sized milk processing plants 

for sustainable growth and performance is putting in place mechanisms that eliminate 

bureaucracy to facilitate faster decision-making. This will enable the milk plants to 

take advantage of business opportunities as they emerge. The government should 
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come up with more incentives to enable the medium-sized milk firms to thrive 

especially in processing excess milk during the wet seasons. 

 

Recommendations for further studies 

The study recommends that research be done to evaluate the impact of the informal 

milk market on the growth and performance of medium-sized milk processing plants. 
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APPENDIX I: QUESTIONNAIRE 

Dear Participant, 

I am a student at Daystar University pursuing a Master of Business Administration 

degree and currently in the final stages of writing a thesis on the assessment of the 

business strategies adopted by medium sized milk processing plants to promote 

growth and performance. I understand that you are busy but would appreciate if you 

would take time and complete the questionnaire on this research study. 

You were included in this study because your organization falls within the medium 

scale milk processing plants processing between 5000 litres and 100000 litres. By 

taking time to answer the questionnaire you will further the creation of new 

knowledge and insight in the development of the Dairy industry in Kenya. 

Instructions. 

Kindly fill in all the answer to the questions on the space provided and tick on the 

boxes where applicable. 

 

PART A: BACKGROUND INFORMATION  

Level  of management : top manager [  ] middle manager [  ]  lower manager [  ] 

operator [  ]      clerk [   ] 

Gender : Male [  ]  Female  [  ] 

Department :__________________ 

Position :_____________________ 

Length of service[ in years ] 0-5 [  ] 6-10 [  ] 11-15 [  ] 16- 20 [  ] 21-25 [  ] over 25[  ] 

Level of education ; secondary [  ] A-level [  ] certificate [ ] diploma [  ] 

undergraduate [  ] post graduate [  ] 
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Area of study……………………. 

1 What is the name of your organization? 

                            ______________________________________________________ 

2 What is the nature of your organization’s ownership? 

a) Predominantly farmer owned (51% or 

more)______________________ 

b) Predominantly privately owned (51% or more)_______________ 

c) Wholly owned by the cooperative____________________________ 

d) Predominantly owned by government_____________________ 

e) Balanced equally between farmer and private organization 

__________________ 

f) Has the company ever changed ownership? 

________________________ 

g) If (e) above is Yes, how did the company change hands? 

Acquisition   [  ]        merger    [  ]      others   [  ]        

specify_______________ 

h) How long has it been operating under the current ownership? 

__________________ 

3 What is the current approximate number of employees in your 

organization? 

___________________________________________________________

__________________________________________________________ 

4 Kindly list the dairy products processed and sold by your company. 
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a) __________________________________________________ 

b) __________________________________________________ 

c) __________________________________________________ 

d) __________________________________________________ 

e) Others____________________________________________ 

PART B: CHALLENGES  

1. Does your company face challenges in the dairy industry? 

Yes [ ]           No [ ] 

2. List three most significant challenges that affect your dairy 

company._______________________________________________________

_______________________________________________________________

_______________________________________________________________ 

3. Which of the challenges listed in (2) above are shared across the entire dairy 

industry? 

_______________________________________________________________

_______________________________________________________________ 

4. How often is the strategic plan of your dairy company done? 

 

            Below 2 years [ ] 2-4 years [ ] 5 – 7 years [ ]  none at all  [ ] 

5. Who formulates the strategic plan of your dairy company? 

 

            Top management [ ] strategy planning team [ ] CEO [ ] don’t know [ ] all are 

involved [ ] 

6.  In your assessment to what extend does your organization implement the  

strategic plan? 

       0 - 25% [  ]    26 – 50% [  ]     51 – 75% [   ]    76 – 100% 
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7.  Do you know the vision and mission of your company? 

             Yes [ ]       No [ ]  

          Response to challenges. 

          Fill in by ticking [ √ ]  what you think is your company’s response to  

competition. 

 

Response to 

challenge 

Strongly 

agree 

Agree  Neutral Disagree Strongly 

disagree 

a).Broadening 

product range 

will enhance 

customer base 

5 4 3 2 1 

b).Offering 

high quality 

products and 

services 

     

c).Change in 

the 

environment 

have affected 

your products 

and services 

     

d).There are 

more 

substitutes in 

the market 

     

e).Entry of 

other players 

is a threat to 

your business. 

     

f).The 

sourcing of 

critical raw/ 

processing 

material is 

competitive 

     

 

PART C: BUSINESS STRATEGIES 

1. Does your organization carry out environmental analysis? 

Yes [ ]           No [ ] 
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2. Have your company put in place business strategies in response to the 

challenges in the dairy industry? 

                        Yes [ ]           No [ ] 

 

3. If yes, list the  business strategies currently in place in your dairy 

company_______________________________________________________

______________________________________________________________

______________________________________________________________ 

4. List three   business strategies you consider very effective in your dairy firm?  

______________________________________________________________

______________________________________________________________ 

5. Which of t-he following growth strategies have been implemented in your 

company? 

            Diversification [  ] market development [  ] product development [  ] market 

penetration [ ] None [ ] others [ ].   Specify 

__________________________________________ 

6. From (5) above list in order of importance the strategies that is most relevant 

and have yielded the best performance results for your company. 

___________________________________________________________ 

____________________________________________________________ 

             _____________________________________________________________ 

7. What kind of strategies do your competitors use?   

              Promotion [ ] advertising [ ] low cost [ ] differentiation [ ] focus strategy [  ]     

others [  ]  

              All that apply [ ]   

11. Please give any other comments you may have regarding the subject of this 

research._______________________________________________________

______________________________________________________________

______________________________________________________________ 

                                           Thank you for your cooperation 
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APPENDX II: INTERVIEW QUESTION SCHEDULE 

1. Name of the organization 

____________________________________________________________ 

2. Year of establishment 

____________________________________________________________ 

3. Current number of 

employees.___________________________________________________ 

4. Designation of the 

respondent.___________________________________________________ 

5. What are the major challenges facing your company in regard to 

competition?__________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________ 

 

6. How does your company overcome this competition? 

____________________________________________________________

____________________________________________________________

____________________________________________________________

____________________________________________________________ 

 

7. From the statements below, please check the statements that best describe 

your companies approach to the dairy market in Kenya. 

 

              We strive to achieve overall low cost             [ ]  

We strive to create and market unique products        [ ]   

A combination of all the above           [ ]    
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8.  Suggest ways or initiatives of making the medium scale milk processors in 

Kenya more competitive. 

____________________________________________________________

____________________________________________________________ 

9. Does your organization have a formal organization structure? 

Yes [ ]           No [ ] 

10. When is the last time your organization structure was revised? (Please tick 

one) 

a) Within the last two years     [ ] 

b) Over two years but within the last five years  [ ] 

c) Has never changed      [ ] 

           HISTORICAL DATA (from records) 

a) Milk intake ( litres). 

me Name of milk processor  22009 222022010 22011 

 

b) Storage capacity( litres) 

me Name of milk processor  22009 22010 2011 2011 

 

c) Processing capacity( lts/hr) 

me Name of milk processor  22009  22010  22011 
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d) No of employees. 

me Name of milk processor  22009 22010  22011 

 

e) Packing capacity. 

me Name of milk processor  22009 22010 20112011  
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APPENDIX III:  MEDIUM SIZED MILK PROCESSORS 

Source; Kenya Dairy Board, (2009 – 2011) 

 

 

 

 

 

 

 

 

 

 
Processor  

Annual    

volume (lts)  

2011 

Annual  

volume (lts) 

2010 

Annual    

volume (lts) 

2009 

Average    

volume (lts) 

2011 

1 New Sameer A & L 17,864,108 13,911,090 5,511,070 48,924.7 

2 Buzeki Dairy 19,210,766 7,699,879 1,964,333 52,632.2 

3 
Limuru Milk 

Processors 
6,141,573 6,920,003 6,977,129 16,826.2 

4 Meru Centarl Dairy 6,226,554 5,910,359 4,777,481 17,059.1 

5 Kabianga Dairy 7,210,660 4,838,685 5,104,840 19,755.2 

6 Afrodane Industries 3,941,645 4,261,080 4,596,276 10,799.0 

7 Kinangop Dairy 9,802,449 3,865,289 - 26,856.0 

8 Mini Dairies 2,530,880 3,549,745 - 6,933.9 

9 Pamside Dairy 2,404,436 2,719,322 2,123,255 6,587.5 

10 Lari Dairy Alliance 1,910,119 2,251,500 3,162,764 5,233.2 

11 
Donyo Lessos 

Creameries 
823,689 2,089,230 2,162,042 2,256.7 

12 Happy Cow Dairy 2,412,881 2,004,144 2,024,301 6610.6 
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TIMELINES 

 

DATE TASKS/ACTIVITIES TO BE COMPLETED 

 

15/08/2011 to 15/09/2011 

 

Submission of topic and purpose of statement to 

department head for approval and assignment of 

supervisor and an advisor 

 

15/09/2011 to 30/09/2011 Completion of chapter one in consultation with 

supervisor 

 

01/10/2011 to  15/10/2011 Completion of  chapter two and submission to 

supervisor 

 

15/10/2011  to 15/11/2011 Completion of chapter three and submission to 

supervisor 

 

15/11/2011 to 15/12/2011 Full proposal submitted to supervisor and proposal 

defense scheduled 

 

15/12/2011 to 30/1/2012 Final proposal defense conducted, before faculty 

panel and postgraduate students 

 

1/2/2012 to 15/2/2012  Proposal corrections completed 

 

16/02/2012   Fieldwork begins 

 

30/02/2012  Data collection completed, keyed in and coded 

 

15/03/2012  Chapter four and five completed and submitted to 

supervisor 

 

15/03/2012 to 30/03/2012 Corrections made and full thesis submitted to 

supervisor and advisor. With their approval, final 

defense is scheduled  

01/04/2011 to 30/04/2011  Final defense done before panel of faculty members 

 

01/05/2011 to 4/05/2011 Error-free thesis report submitted for signing and 

binding 
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BUDGET 

 

Budget item Quantity Unit cost 

(Kshs) 

Total estimate cost 

(Kshs) 

Research Assistant’s remuneration 3 No. 5,000.00 15,000.00 

Transport and accommodation 1 Person 13,000.00 26,000.00 

Photocopying  paper & other 

stationeries 

2 Rims 

others  

400.00 

 

800.00 

1200.00 

Printer cartridges 2 No. 3,000.00 6,000.00 

Flash disk 1No. 1,200.00 1,000.00 

TOTAL 50,000.00 

 

 

 

 

 

 

 

 

 

 

 

 

 

Daystar University Repository

Library Archives Copy


	by
	Geoffrey K. Bartenge
	A thesis submitted to the School of Business and Economics
	of
	Daystar University
	In partial fulfillment of the requirements for the degree of
	MASTER OF BUSINESS ADMINISTRATION
	by
	Geoffrey K. Bartenge
	David Minja, OD.D, Supervisor
	Peter Ngure, PhD, Reader
	_____________________________                                ____________________
	I declare that this thesis is my original work and has not been submitted to any
	ACKNOWLEDGEMENTS
	ACRONYMS AND ABREVIATIONS
	ABSTRACT
	DEDICATION
	CHAPTER ONE
	INTRODUCTION AND BACKGROUND OF THE STUDY
	Introduction
	Background of the study
	Problem statement
	Purpose of the study
	Research objectives
	Research questions
	Justification of the study
	The fact that  the dairy  industry attracted so many small-scale players is indicative of the potential that exist, and there was a seemingly clear business opportunity that required in depth study to understand the strategies the firms needs to execu...
	Significance of the study
	The scope of the study
	Limitations of the study
	Delimitations of the study
	Definition of terms
	Summary

	CHAPTER TWO
	LITERATURE REVIEW
	Introduction
	Theoretical orientation
	Industry and competitive analysis
	Threat of new entrants.
	Threat from substitutes.
	The bargaining power of buyers
	The bargaining power of suppliers
	Rivalry among competitors.
	Competitive strategy.
	Competitive strategy approaches.

	The objective of this strategy is to deliver value to customers satisfying their expectations on key quality/service/features/performance attributes and beating their expectation on price.
	Key success factors
	Strategies exist in three levels in an organization
	Conceptualization
	External assessment
	Political environment
	Economic environment.
	Kenya Uganda Tanzania East Africa - Economic growth
	Domestic economic trends.
	Domestic economic growth
	Social analysis
	Technological analysis
	Environmental analysis.
	Legal analysis.

	Independent variables
	Low cost leadership

	Conceptual framework
	Independent variables                                                             dependent variables
	Source: Author, 2012.
	Niche/focus strategy
	Market penetration
	Market development
	According to Tagsko (2010), market development is a strategy in which the company attempts to adapt its present product line to new markets. Market development is a strategy of increasing sales of current products in new markets (Sally, 2006).
	A market development strategy means that the company moves beyond its immediate customer base towards attracting new customers for its existing products. Other aspect of this strategy often involves the sale of existing products in new international m...
	A good example is the investment of the UHT milk production lines to enable the milk processor to access distant markets such as North Eastern province, which is difficult to be serviced with short shelf life product.

	Product development
	According to the Tagsko (2010) a product development strategy, retains the present market and develops products that have new and different characteristics such as will improve the performance of the market. The reasons for wanting to implement a prod...

	Diversification
	Diversification strategy is a growth strategy of moving into new markets with new products (Tagsko, 2010). Moving simultaneously into new products and new a market is a risky strategy, but with careful selection of the right kind of business, consider...

	Intervening variables
	Dependent variables
	The dependent variables were the outcome of the research study. In this study, the change in the independent variable (business strategy) influenced the outcome of the research findings. Choice of the strategy that brought growth was measured through ...

	Definition of terms
	Growth for the purpose of this study will be the historical progression in milk intake and capacity utilization by the medium-sized milk processing plants. Performance refers to the historical trend on revenue generated from the sale of milk.

	Summary
	This chapter is the review of literature on various theories used in strategic management to enhance business growth and performance. It also reviews various business strategies that have been applied in relevant businesses to build competitive advant...


	CHAPTER THREE
	RESEARCH METHODOLOGY
	Introduction
	Research design
	Qualitative research
	Quantitative research
	Survey methods
	Exploratory methods
	Historical research
	Descriptive research
	Research population
	Target population
	Research sampling
	Sample size
	Sampling technique
	Data collection
	Data collection methods
	Questionnaire
	Interviews
	Pilot testing of research instruments
	Data analysis
	Ethical issues
	Summary

	CHAPTER FOUR
	DATA PRESENTATION, ANALYSIS AND INTERPRETATION
	Introduction
	Response rate
	Data analysis
	Characteristics of the respondents
	Level of  management
	Departments
	Length of service
	Levels of education
	Length of time of ownership
	Number of employees in the organization.
	Strategic planning
	Strategy implementation
	Environment scanning.
	Product and services
	Challenges in the environment
	Substitutes in the market
	Entry of competitors
	Strategies adopted to promote growth and performance.
	Growth strategies
	Other growth strategies
	Historical data on various growth trends
	Qualitative data analysis
	Summary

	CHAPTER FIVE
	DISCUSSIONS, CONCLUSIONS AND RECOMMENDATIONS
	Introduction
	Discussion of the findings
	Challenges facing the medium sized milk processing plants.
	Recommendations from the study
	Conclusion of the study
	Recommendations for further studies
	REFRENCES
	APPENDIX I: QUESTIONNAIRE
	APPENDX II: INTERVIEW QUESTION SCHEDULE
	APPENDIX III:  MEDIUM SIZED MILK PROCESSORS
	TIMELINES
	BUDGET


