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CORPORATIONS
MAKE A KILLING
MILKING AFRICA
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Selling milk by the roadside in Borana, Kenya. Photo: Masresha Taye



In 2009, the Nigerian government gave some white farmers from
Zimbabwe loans and 1,000 hectares (ha) of land each to set up
dairy farms in Shonga, an important centre of agriculture about

400 km from the capital Lagos. Hopes were that their “ultra-
modern” farms, stocked with Jersey cows brought in from South
Africa, would make a dent in the country’s massive dairy import bill!

“I saw an opportunity here ... and | can tell you now there is no
doubt | am here for the long term,” said David Higgins, a South
African hired to manage the operation’s milk plant, which became
a supplier of fresh milk to FrieslandCampina, the Dutch dairy
corporation that has dominated the Nigerian market for decades.

owever, less than 10 years later, the project had
H all but collapsed. Most of the Zimbabwean farm-

ers had left, and those remaining were “drawing
their exit plan”, as one Nigerian researcher put it.2

It turns out imported Jersey cows and white
“modern” farmers were not the solution to Nigeria's
dairy import woes. The problem, as every cat-
tle herder in Nigeria knows, is the competition with
the cheap imported powdered milk that companies
like FrieslandCampina dump into the country. The
Zimbabwean farmers and their modern methods were
equally powerless against it.

Nigeria imports about 98% of the dairy products con-
sumed in the country and spends an average of USD 1.3
billion a year on these imports. It is also the world's big-
gest importer of fat-filled milk powder from Europe- a
cheap milk lookalike that is made with a mix of milk pow-
ders and palm oil that has nearly quadrupled in exports
from Europe over the past decade.® FrieslandCampina,
which brings in huge quantities of subsidised powdered
milk from its dairy plants in Europe, controls about 75%
of the Nigerian dairy market, with just five companies
controlling 99% of it.

Yet Nigeria has one of the largest cattle herds in the
world, and has a long tradition of local dairy production.
By all accounts, things should be similar to Kenya, where
herders and small farmers with local breeds of cows
supply about 90% of the milk consumed in the country,
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through networks of small-scale traders. The differ-
ence is that Kenya has long protected its local dairies
with tariffs on imports, while Nigeria opened its market
in the 1980s under structural adjustment programmes
and the government has made no real efforts to reign in
the import flows ever since.

FrieslandCampina likes to blame the “poor structure
of local dairy supply chains” for the situation, and, when-
ever the political scene gets too hot, it rolls out promises
to invest in “developing” the dairy sector. It built its first
large-scale dairy farm in Nigeria in Vom in the Plateau
State, back in 1984, but sold the operation, called
Integrated Dairies, to a Nigerian politician a decade
later.* More recently, with funding from the Dutch gov-
ernment, the company launched a Dairy Development
Programme with the Government of Nigeria, in which
it pledged to source 10% of its milk from local sources
through “backward integration”. Yet, over the initial five
years of the project, from 2011-2016, Nigeria's milk pow-
der imports remained unchanged and FrieslandCampina
was only sourcing 3% of its milk locally.”

In 2016, with oil prices tanking and its foreign cur-
rency reserves badly depleted, the Nigerian government
sought to put milk on a list of imported items with forex
restrictions to encourage local production. But after
several meetings with FrieslandCampina, in which the
company assured the government that it would build up
local supplies, the government backed down.



FrieslandCampina - Belgium. Photo : food.be

Three years later, with dairy imports as high as ever,
the government finally put milk on the list, accusing com-
panies of treating the “national aspiration [to increase
the local milk supply] with imperial contempt”.® The
companies pushed back hard, however, and the govern-
ment relented yet again, giving FrieslandCampina and
five other corporations an exemption on the import
restrictions in February 2020, saying that these compa-
nies were committed to “backwards integration”.

This latest round of public-private partnership is
closely tied to a controversial ban on open grazing that
17 state governors from across southern Nigeria agreed
to in May 2021, and which has been called “satanic”
by herder leaders.” To this end, FrieslandCampina has
been given 10,000 ha and Coca-Cola 4,000 ha within
the Bobi Grazing Reserve in Niger State to build dairy
farms and settle Fulani herders for contract produc-
tion. Similarly, the Danish multinational dairy company
Arla has a partnership with Kaduna State to build its
own dairy farm and to settle 1,000 nomadic herders on
farmlands provided by the government. The Dutch and
Danish governments are helping to fund these projects
and provide the participating herders with “improved”
crossbred cattle and training on European-style dairy
farming, as is the Bill and Melinda Gates Foundation
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through a programme called Advancing Local Dairy
Development in Nigeria.

The Gates-funded programme is a collaboration
with six dairy companies in Nigeria, coordinated by
Sahel Consulting (formerly Sahel Capital). One of the
companies, L&Z Integrated Farms Limited, is owned
by a Mauritius-based private equity fund managed by
Sahel Consulting that has investment from the German,
Dutch and UK development banks, as well as Nigeria's
sovereign wealth fund.® Arla is another one of the com-
panies involved, and the rest are Nigerian dairy com-
panies mostly owned by local politicians or their family
members.®

Sahel says it is taking a “private sector-led and mar-
ket-based approach to solve the problems inherent in
the dairy sector” but it completely sidesteps the big-
gest problem: imports of cheap, subsidised powdered
milk. The project’s attempt to shift herders to expensive,
European-style dairy farming is thus doomed to fail, just
as the Zimbabwean farmers did at Shonga and all past
efforts to “modernise” Nigeria's dairy sector have. This
is, after all, the main reason why herders from Nigeria
and the surrounding countries, who have had no problem
meeting Nigeria's galloping consumption of beef over the
past decades, have been shut out of the dairy market.
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FrieslandCampina, headquartered in the Netherlands, is in 38 countries and distributes to 100 countries. In every country,

they operate as a different company with different brands. It has operated as Bonnet Rouge in West Africa; in Nigeria as

Peak and Three Crowns and as WamCao. In Ethiopia, they are the largest investors in the dairy sector operating as Holland

Dairy. Together with Syngenta and other agro-chemical companies, Friesland Campina, hopes to be the leader by 2024 in the
marketing of Eubiotics - a USD 4 billion industry. Photo: FrieslandCampina DMV plant in The Netherlands, 2014. Wikimedia

Commons; User J187B

A milk mafia

Similar scenarios are mushrooming across Africa. It
is no wonder. The continent’s fast-growing urban popu-
lations represents a pot of gold for dairy corporations.
FrieslandCampina made a whopping USD 48 million
in profit from its Nigeria operations in 2019." Now it
wants to double its revenues in Africa by expanding in
other countries such as Coéte d'lvoire, where the com-
pany's recently acquired dairy plant relies entirely on
imports. When asked about this lack of local sourcing,
FrieslandCampina’'s West Africa director, Roger Adou,
said the company was in the process of building an “eco-
system” of local dairy farmers, trained in Dutch farming
methods. “You cannot blame multinational corpora-
tions for the poor organisation of local supply chains,”
he said.”?

Another big player in Africa is the French dairy giant
Danone, which joined forces with the Dubai-based pri-
vate equity company Abraaj Group to take over the
Ghana dairy company Fan Milk. After Abraaj went bust,
Danone took over the whole company in 2019, using it
as a base to expand its reach across West Africa, includ-
ing in Nigeria, where it has a “"backward integration”
project with Ogun State.
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All of the local dairy projects that these foreign corpo-
rations are pursuing should be properly understood as
fronts, designed to distract from the massive amounts
of money they siphon out of Africa from their sales of
cheap, excess powdered milk. The system is built on
heavily subsidised overproduction in Europe, North
America and Australia/New Zealand. That excess gets
dumped into Africa, mainly in the form of fat-filled milk
powder, where it is processed and sold to urban con-
sumers at prices that undercut the supply of wholesome
local milk. In 2019 Africa imported 2.1 million tonnes of
dairy products worth some USD5.3 billion, up from 1.46
million tonnes in 2009, worth USD3.6 billion.®™

Donors continue to insist that Africa’s reliance on
imports can be resolved by “modernising” their farms
and supply chains. The Gates Foundation supports mul-
tiple initiatives in Africa to boost per farm milk produc-
tion by replacing local breeds with high-yielding breeds
and introducing commercial animal feeds and pharma-
ceuticals, such as the East Africa Dairy Development
Project in Kenya, Rwanda, and Uganda.” So too do the
governments of the Netherlands, France and Denmark--
home base to the largest companies exporting dairy
to Africal® (Box: Africa’s rich livestock diversity)
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A Ugandan cattle herder with indigenous Ankole
Long-horned cattle searches for pasture, in an
area where local lands were grabbed by a foreign
company for a plantation. Photo: GRAIN

Meanwhile, the Economic Community of West African
States has launched a five-year “dairy offensive” based
on the same model, as its member states move ahead
with trade deals with Europe that will reduce tariffs on
milk powder from a feeble 5% to zero!”

Private equity funds are also piling into Africa, with
much of their funds supplied by development banks and
foundations convinced that there's money to be made
in this modernisation drive. Yet, of the multiple invest-
ments private equity firms have made in local African
dairy production, few are succeeding (Table: Private
equity funds and dairy in Africa). Dubai-based Midcom,
for example, tried to buy into the dairy business in
Uganda in 2013, with backing from the World Bank’s
International Finance Corporation and the Rise Fund, a
US-based private equity fund managed by TPG. It's sub-
sidiary, Pearl Dairies, claimed it would not only become
a major player on the national market, but that it would
build an export business to neighbouring African coun-
tries. But a trade spat with Kenya, where the local dairy
industry is controlled by the family of the President, sent
the company into a tailspin (Box: The cream on top). In
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March 2021, Pearl Dairies announced it was shuttering
its Ugandan dairy plant and shifting to organic honey
production for export to Europe.’®

Development banks, donors and governments are
wasting money and resources trying to industrial-
ise local dairy production in Africa when there is huge
untapped potential in traditional systems, which are
being held back by imports. Herders in Burkina Faso, for
example, once supplied the entire nation with fresh milk.
But imports of cheap fat-filled milk from Europe have all
but destroyed their production over the past decade.
“I've tried selling my milk, but most of the time it goes to
waste and ends up being poured away,” says Hamidou
Bandé, president of Burkina Faso's National Herders'
Union. He keeps 300 cows but now only sells their meat
because he cannot find a market for their milk. “It hurts.
The milk we throw away could have been for the calves
or our children."”

Contrast this situation with that of Uganda, where
small dairy farmers are protected by a 60% tariff on
dairy imports.?° Today smallholder dairies, composed of
small-scale cattle farmers and herders and small-scale
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Ankole Long-horned cattle, indigenous to the Ankole region in Uganda. Photo: Nobert Petro Kalule

dairy vendors and processors, supply 80% of the milk
consumed in Uganda. With regional tariffs keeping milk
powder imports out of East Africa, small dairy farmers
in Uganda have been able to effectively supply a surge in
demand over the past two decades, and they have done
so with indigenous cattle breeds and traditional farm-
ing practices.? The country's few dairy companies have,
on several occasions, tried to use their political connec-
tions to get laws passed to undermine this so-called
“informal sector” but farmers and small vendors have
allied to stop them. Nationwide protests of farmers and
vendors forced the government to back away from a ban
on sales of raw milk in both 2007 and 2014.%2

Dairy as a central part of the struggle for
food sovereignty

There is no justification for the billions of dollars that
exit Africa every year to pay for dairy imports. Dairy
can and should be produced locally. As can be seen in
Uganda, and neighbouring Kenya, there is one simple,
effective measure that can be immediately taken: a stop
on imports of powdered milk.

There are several options that African governments
can take immediately to put the brakes on imports of
powdered milk if there is the political will. But many
African governments are going in the opposite direc-
tion, in negotiations with Europe for the Economic
Partnership Agreements or even in Africa’s own
Continental Free Trade Agreement (AfCFTA), which

GRE{N

undercut the possibilities their countries have to protect
local dairy production. The governments of the big sur-
plus milk-producing countries in Europe, North America
and Australia/New Zealand are also maintaining their
relentless pressure on Africa to absorb more dairy from
their corporations, even as these policies leave their
own dairy farmers in crisis.

When dairy imports are curtailed, smallholder dair-
ies in Africa will step into the void and meet the local
demand, as they have wherever such measures are putin
place. They can do so without adopting Europe's indus-
trial dairy farming practices and breeds of livestock. In
fact, Africa’s local livestock systems and breeds of ani-
mals are highly efficient in securing milk and livelihoods
for local communities and much more adapted to the
context of climate change than the industrial models.

Donors and governments have to stop pushing indus-
trial dairy, and development banks need to stop financ-
ing companies that compete directly with smallholder
dairies. What is needed are regulations, policies and
programmes that support smallholder dairies, making
it easier for them to supply urban markets with fresh
milk. Simple measures like the provision of small cool-
ing tanks or efficient pasteurisation burners can make
a huge difference. So too can municipal regulations that
provide small vendors and traders accessible and safe
spaces to bring their dairy products from the country-
side to urban consumers. And foreign governments and
donors should start by turning their attentions back
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home, where the industrial, corporate-controlled dairy
systems are not only killing Africa’s dairies but are caus-
ing numerous environmental and social problems at the
source. Actions need to be taken to greatly reduce dairy
production in these countries, while ensuring livelihoods
for their dairy farmers.

There are several, inspiring initiatives already under-
way in Senegal, Burkina Faso and other African countries
encouraging the consumption of local milk. These need

to be ramped up and multiplied, while keeping dairy
corporations like FrieslandCampina and supermarkets
like Auchan, who are falsely advertising themselves as
“local”, out of the picture. It is time that Africa’s diverse
smallholder dairies, composed of millions of herders,
farmers, vendors, and processors, utilising traditional
breeds of cattle, goats and sheep, and making all kinds
of yoghurts, cheeses and other healthy dairy products,
are finally celebrated and supported.

Africa's rich livestock diversity

geographies where they are grazed.?®

tions, and about 20% of global cattle.?’

of goat milk has been growing.?*

Of the 222 million cattle that provide Africans with dairy and meat, most are owned by smallholder farm-
ers and pastoralists.?® This cattle population is highly diverse. There are at least 150 indigenous cattle breeds
that have been identified on the African continent, and many more remain uncharacterized.?*

Cattle herding in different countries is carried out by specific tribes, such as the Banyankole in Uganda,
Masaai in Kenya and Tanzania, and the Fulani throughout the Sahel and West Africa. They each have their
own local breeds, like the famous Ankole long-horned cattle found in and around Uganda or the humped
Zebu cattle that are kept by Fulani herders, of which there are many of different varieties adapted to the local

Many of these groups are nomadic herders who move for long distances and periods of time looking for
feed and water for their animals. As such, the breeds that are local to the continent are adapted to the local
conditions like the high temperatures, drought, the long distances between sources of grass and water and
the various endemic diseases, as well as to the needs and cultures of those who depend on them.?®

In recent years, much effort has gone into pushing farmers and even pastoralists to adopt “high-yielding”
breeds of cows, often crosses between the cows used on industrial dairy farms in Europe and local breeds.
These new breeds are offered to women, particularly widows and single mothers in the rural areas of the
countries where organisations like Send A Cow and Heifer International operate. By their nature, these
foreign breeds are costly and come with onerous instructions for care, health and reproduction for which the
farmers have to take on debt to purchase costly veterinary products, shelters and artificial insemination.

It is also important to keep in mind that, although cattle dominate Africa’s dairy sector, sheep, camels and
goats are also important to dairy production, especially in certain areas of the continent. Exact figures are
hard to come by, it is estimated that Africa is home to 27% of global sheep and 32% of global goat popula-

Many herders and farmers in Africa prefer small ruminants because they tend to involve lower costs and
to be easier to manage than cattle. This is especially true for goats, known as the “poor person’s cow”, which
have long been raised on the continent.?® Small ruminants are also useful to areas where there is continuous
land fragmentation, such as in Eastern and Western Africa, where ownership of dairy goats and consumption

The cream on top
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In Africa, dairy is often political, with direct interests extending to the highest levels of government. No
more so in Kenya, where the family of the President, Uhuru Kenyatta, owns Brookside Dairy, the largest dairy
processor in East Africa. Brookside has attracted several foreign partners, including Abraaj Group of Dubai,
which held a 10% stake via a fund partly owned by the Bill and Melinda Gates Foundation before its collapse
in 2018, and the French dairy giant Danone, which currently holds a 40% stake.




Brookside is expanding beyond its borders through the acquisition of other politically-connected dairy
companies in neighboring countries. In 2016, Brookside took over Inyange, Rwanda's top food processing
company connected to President Paul Kagame's party.3° And, the year before it bought the former Ugandan
Dairy Corporation, which had been privatised through a scandalous corrupt bidding process and acquired by
a family close to President Yoweri Museveni, who himself is rumoured to be one of Brookside's leading sup-
pliers of milk through his large-scale ranches.
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Private equity in Africa’s dairy sector

Private equity/
corporations involved

Company Countries

MB Plc Ethiopia Cerberus Capital Management In 2016, Singapore-based SGI Frontier Capital, which
was backed by the UK's CDC Group, acquired a 45%
stake in MB Plc, makers of the Family Milk brand in

Ethiopia. In 2018, CSGI Frontier Capital was acquired

by Cerberus Capital Management of the US.

Countryside Dairy Kenya DobEquity, Acumen In 2016, the Dutch private equity firm DobEquity pur-
(FMO, Proparco, etc) chased a stake in newly established dairy processor

Countryside Dairy. In 2021, it received further invest-
ment from the Acumen Resilient Agriculture Fund, a

fund managed by New York-based private equity firm

Acumen and backed by the Dutch development bank
FMO and the French development bank Proparco,

along with the Soros Economic Development Fund.

L&z Nigeria Sahel Capital In 2015, the Fund for Agricultural Finance in Nigeria
acquired a 25% stake in the Nigerian dairy processor
L&Z Integrated Farms. The Kano State dairy company
was founded by Muhammadu Damakka. The Fund for
Agricultural Finance in Nigeria is managed by Nigerian
private equity firm Sahel Capital and is backed by
Nigeria's sovereign wealth fund and the development
banks of Germany (DEG), the Netherlands (FMO) and
the UK (CDC). In June 2021, Sahel disclosed that it
was in the midst of an exit from the company.
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Private equity/
corporations involved

Company Countries

Ndoto Farms Tanzania AgDevCo In 2013, Ndoto Farms, a dairy farm in Iringa with a
herd of around 350 cattle, received a USD 90,000
investment from the AgDevCo, a UK private equity
fund that mainly invests on behalf of the UK's DFID.

Pearl| Dairies Uganda MIDCOM, TPG Capital MIDCOM is a Dubai-based company run by Indian
businessman Anand Kapoor, with backing from estab-
lished Indian-Ugandan businessman Bhasker Kotecha,
who is the owner of Midland. Pearl received an invest-
ment from the World Bank's IFC of USD 8 million
in 2013 towards the construction of the powdered
milk plant in Mbarara District. TPG's Rise Fund now
owns 34% of the company, with Kapoor and Kotecha
retaining 33% each. While TPG claimed it would help
take Pearl international, targeting Algeria, Ethiopia,
Malawi and South Sudan, in March 2021, Pearl| Dairies
shuttered its milk processing plant in Mbarara and
announced it was shifting to honey production for
export to Europe.

Dendairy Zimbabwe Dendairy is 27% owned by the Norwegian private
equity company Spear Capital, which lists Norfund
and the Government of the Netherlands among its
investors. It was granted lands by the government in
the Chiredzi area, where about 12,500 people of the
Chilonga Community live and are set to be evicted. The
communities have been fighting to stop the eviction.

A fully referenced table is available here
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https://grain.org/system/attachments/sources/000/006/657/original/Private_equity_in_Africas_dairy_sector.xlsx
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to support small farmers and social
movements in their struggles

for community-controlled and
biodiversity-based food systems.
GRAIN produces several reports
each year. They are substantial
research documents providing
in-depth background information
and analysis on a given topic.

The complete collection of GRAIN reports can be
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