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Methodology

Malawi has the lowest consumption of milk per capita in Africa estimated
at 4 to 6 kg/capita/year, which is well below the African average of 15
kg/capita/year, and significantly lower than the 200 kg/capita/year
recommended by the World Health Organisation (Tebug, 2012). This
figure, however, reflects an average with a very wide distribution.

Given Malawi’s skewed income distribution, to expand the demand for
dairy products requires making them affordable to low income population
groups. A consumer survey in urban areas, carried out as part of the
project, indicated that perceived high prices were one of the main
barriers to the expansion of demand.

The objective of this research is to identify to what extent retailers’
margins are responsible for those high prices of dairy products.

To address the objective, wholesale, recommended and retail prices were
collected. Also, recommended margins by the processors (Suncrest
Creameries Ltd., Dairiboard Malawi Ltd., Lilongwe Dairy, and Sable
Farming) to retailers and actual margins set by retailers were computed.

In June 2013 retail prices for pasteurised milk, ultra-pasteurised milk,
powdered milk, Chambiko, yogurt, cheese, butter, margarine, spread and
ice cream were collected in nine supermarkets, namely, People’s, Sana,
Spar, Chipiku, Shoprite, Game, 7eleven, Shopexpress and Foodzone)
located in the two main Malawian cities of Lilongwe and Blantyre. Table 1
presents the average price of the dairy products.
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Results

Table 1: Retail prices of dairy products in Malawian Kwacha per litre/kg

Table 2: Wholesale, recommended, retail prices and the computed margins
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Table 2 presents the average wholesale, recommended and retail prices as
well as the computed margins expressed as percentages.

The results indicate:

● The more processed is the dairy product, the higher the price.

● Processors recommended margins fluctuate between 12% to 22%.

● The retailers’ margins for Processor 2‘s products are the highest whilst
those for Processor 3’s products are the lowest observed.

● The highest retailers’ margins were found for 250 ml. bags of
pasteurised and ultra-pasteurised milk. This is important for food
security since these products are targeted at low income consumers.

● In most of the cases, the margins set by the retailers are significantly
higher than the recommended and vary between 13% to 149%. Whilst
more research on this is needed, the evidence indicates the need for
some Government surveillance that ensures prices of selected products
destined to low income groups are maintained at affordable levels.

From the gathered data the recommended, the actual and the extra
margins were computed as follows:
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