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ABSTRACT 
 
Incorporation of small-scale farmers into agricultural commercialization has led rural 

communities to form cooperatives for better access to markets. However, sustainability of 

these cooperatives has been a great challenge. This thesis explores the sustainability 

problems affecting agricultural cooperatives in Malawi, and develops testable proposition 

for use on a larger sample. A multiple case study was used to investigate factors that 

contribute to the unsuccessful performance of agricultural cooperatives. Four 

cooperatives were selected by a combination of market failure and a-priori sustainability 

criteria. Basing on the market failure assumptions two cooperatives, from a district close 

to the major city of Lilongwe and two from a district far away from the city, were 

selected.  In each district one sustainable and one less sustainable cooperative were 

selected based on the ranking prepared by Ministry of Agriculture and Food Security. 

The sample was further validated by the experts from local NGOs. Sixteen face to face 

interviews were conducted on location. Members of cooperatives, board members, the 

management of cooperatives and key informants were interviewed.  

 

It was found that most farmers joined cooperatives to improve their livelihood, through 

better access to capital and product markets, and for family food security.  The farmers 

have managed to obtain input loans at small scale, despite their dissatisfaction with their 

cooperatives failure to access product markets. The general consensus for the participants 

in all the four cooperatives was that in their current state these cooperatives are not 

sustainable.  Although, all the members interviewed were satisfied with the idea of 

having a cooperative and perceived it to be a good idea for addressing their needs, they 

were skeptical of their survival. The participants highlighted lack of market access, poor 

governance and a lack of managerial skills as the main problems affecting their 

cooperatives. These problems are aggravated by the complexity of the market 

environment in which these cooperatives are operating, that underscores the significance 

of the managerial capabilities and the cooperatives capacities. The study indicated that 

Malawian agricultural cooperatives are essential but still need a lot more support in the 

area of produce marketing.  



 ii 

 

These findings draws propositions in relation to factors which led to Malawian 

agricultural cooperatives sustainability problems that can later be tested on a large sample 

in the other parts of the country or region. From such experiences and lessons, it is 

recommended to establish an apex organisation or secondary level cooperative at district 

level to address governance, management and market access problems, in order to 

improve the performance of cooperatives. Further, community sensitization is needed to 

increase memberships. In addition, policy interventions such as provision of the 

infrastructure necessary for accessing market information and supportive regulatory 

framework that would allow competitive market environment.   

 

 

Key words: Malawi, agricultural cooperatives, sustainability, market access, governance, 

managerial skills and small-scale farmers 

 

Title: Factors affecting agricultural cooperatives’ sustainability: Lessons and experiences 
from Malawi 
 
 
Author: Agnes Towera Nkhoma 

 

Degree: Master of AgriCommerce 

 
 

 

 

 

 

 

 

 

 

 



 iii 

ACKNOWLEDGEMENTS 
 
 My greatest and heartfelt appreciation goes to my supervisor Mr. Daniel Conforte for his 

valuable guidance, advice and support for the thesis. I also would like to thank Dr Tanira 

King my co-supervisor for the assistance and guidance during this study. 

 

I would like to thank  the farmers and board members of the cooperatives for devoting 

their valuable time during the interviews, Mr Msusa from MALEZA, Mr Chisanga and 

Mr Asante from the Ministry of Agriculture, Mr P Chiziwa from Grain Traders 

Association and Mr Chimowa from Ministry of trade and Industry, without whose 

cooperation this study would not have succeeded. 

 

I would like to express my sincere gratitude to the New Zealand Government for 

awarding me the Commonwealth Scholarship which enabled me to pursue my studies and 

covering my expenses. I would like also to express my thanks to staff and management of 

the IFNH for supporting my research.  

 

I also thank the International Student office, with special thanks to Olive and Sylvia for 

making my life enjoyable. My thanks also go to fellow students from the Institute of 

Food, Nutrition and Human Health, with special thanks to Sepiso for support during my 

study.  

 

I am highly indebted to my relatives who have overwhelmed me with their support, with 

special thanks to my father, sister (Esnat) and brother (Cosmas) for their consistent 

encouragement throughout my studies and filling in the gap for my children. Special 

thanks also go to my son Daniel for having to cope without me at a tender age, and to all 

my children and my mother-in law (Gogo Nyirenda) for their understanding and patience 

during my studies. To Uncle Godfrey, you are such a blessing to me. 

 

I thank you Almighty God for your blessings  

 



 iv 

ABBREVIATIONS 
 
 
ADMARC  Agricultural Development and Marketing Corporation 

APIP     Agricultural Productivity Investment Programme 

EPA      Extension Planning Area 

EU  European Union 

FINCOOP  Finance Cooperative Limited 

ICA           International Cooperative Alliance 

IDEAA Initiative for Development and Equity in African Agriculture 

IOF  Investor Owned Firm 

LIWEZA Lilongwe West Zone Enterprise Association 

MACE  Malawi Agricultural Commodity Exchange 

MALEZA Malawi Enterprise Zones Association 

MGDS            Malawi Growth and Development Strategy 

MPRSP         Malawi Poverty Reduction Strategy Paper 

MRFC    Malawi Rural Finance Company 

NFRA   National Food Reserve Agency 

NGO            Non-Governmental Organisations 

NSO   National Statistics Office 

SACA         Smallholder Agriculture Credit Administration 

SACCO   Savings and Credit Cooperatives 

 

 

 

 

 

 

 
 
 
 



 v 

TABLE OF CONTENTS 
 
ABSTRACT ..........................................................................................................................   
ACKNOWLEDGEMENTS ............................................................................................... iii 
ABBREVIATIONS ........................................................................................................... iv 
TABLE OF CONTENTS .................................................................................................... v 
LIST OF TABLES ............................................................................................................ vii 
LIST OF FIGURES ......................................................................................................... viii 
CHAPTER ONE: INTRODUCTION ................................................................................. 1 

1.2 Problem statement ..................................................................................................... 3 
1.3 Research Aim ............................................................................................................ 4 
1.4 Specific Objectives ................................................................................................... 4 
1.5 Significance of the study ........................................................................................... 4 

CHAPTER TWO: SMALL-SCALE AGRICULTURE AND COOPERATIVES IN 
MALAWI ............................................................................................................................ 6 

2.1 Agriculture Sector ..................................................................................................... 7 
2.1.1 Structural Reforms in Malawi’s Agricultural sector and its Impact on Input and 
Product Marketing ...................................................................................................... 7 
2.1.2 Characteristics of small-scale farmers in Malawi .............................................. 9 
2.1.3 Characteristics of market in Malawi ................................................................ 10 
2.2 Agricultural cooperatives development in Malawi ............................................. 12 

CHAPTER THREE: LITERATURE REVIEW ............................................................... 14 
3.1 The principle of cooperation and definition ............................................................ 14 
3.2 Agricultural cooperative. ........................................................................................ 15 

3.2.1 Reasons for formation of cooperatives ............................................................ 15 
3.2.2 Role of cooperatives in the world economy .................................................... 18 

3.3 Agricultural cooperatives in developing countries ................................................. 20 
3.4 Factors affecting success or failure of cooperatives ............................................... 22 

3.4.1 Internal Factors ................................................................................................ 22 
3.4.2 External factors ................................................................................................ 33 

3.5 Cooperative life cycle framework ........................................................................... 36 
3.6 Conceptual framework ............................................................................................ 37 
3.7 Summary ................................................................................................................. 39 

CHAPTER FOUR: RESEARCH METHODS ................................................................. 40 
4.1 Research Design ...................................................................................................... 40 
4.2 Selection of the study areas ..................................................................................... 41 
4.3 Selection of Cases ................................................................................................... 45 
4.4 Selection of Participants ......................................................................................... 47 
4.5 Data collection methods .......................................................................................... 48 
4.6 Fieldwork Process ................................................................................................... 50 
4.7 Data analysis ........................................................................................................... 51 
4.8 Ethical Consideration .............................................................................................. 52 
4.9 Summary ................................................................................................................. 52 

CHAPTER FIVE:  DESCRIPTION OF CASES .............................................................. 53 
5.0 Introduction ............................................................................................................. 53 



 vi 

5.1 Malingunde Producers and Marketing Cooperative (a-priori competitive 
environment and a-priori successful) ........................................................................ 53 
5.2: Mtunthama Producers and Marketing Cooperative (a-Priori Market Failure 
Environment and a-priori successful) ....................................................................... 57 
5.3 Lifuwu Rice Cooperative (a-priori market failure environment and a-priori 
unsuccessful) ............................................................................................................. 61 
5.4 Ndaula Producers and Marketing Cooperative (a-priori competitive environment 
and a-priori unsuccessful) ......................................................................................... 66 

CHAPTER SIX: FINDINGS ............................................................................................ 70 
6.1 Farmers’ perceptions about cooperatives’ performance ......................................... 70 

6.1.1 Performance and challenges in the a-priori competitive environment ............ 70 
6.1.2 Performance and challenges in the a-priori market failure environment ......... 73 

6.2 Factors contributing to cooperatives’ success or failure ......................................... 76 
6.2.1 The complexity of the market environment ..................................................... 77 
6.2.2 Incentives for starting a cooperative ................................................................ 82 
6.2.3 Lack of managerial skills and business capacity ............................................. 87 
6.2.4 Governance and leadership problems .............................................................. 93 

6.3 Summary of findings ............................................................................................... 98 
CHAPTER SEVEN: DISCUSSION AND PROPOSITIONS ........................................ 100 

7.1 Performance of the cooperatives ........................................................................... 100 
7.2 Problems affecting sustainability of cooperatives ................................................ 100 

7.2.1 Market access problems ................................................................................. 100 
7.2.2 Incentives problems ....................................................................................... 104 
7.2.3 Managerial skills and business capacity problems ........................................ 106 
7.2.4 Governance .................................................................................................... 109 

7.3 Lessons to improve the performance of the cooperatives ..................................... 112 
7.4 Summary ............................................................................................................... 113 

CHAPTER EIGHT: CONCLUSION ― RECOMMENDATIONS AND SUGGESTIONS 
FOR FURTHER RESEARCH ........................................................................................ 115 

8.1 Conclusion ............................................................................................................ 115 
8.2 Recommendations ................................................................................................. 117 
8.3 Further Research ................................................................................................... 119 

REFERENCES ............................................................................................................... 120 
APPENDICES ................................................................................................................ 131 

Appendix 1: Interview Guide ...................................................................................... 131 
Appendix 2: Graph showing Maize prices From Jan 2007 to Nov 2009 .................... 135 
Appendix 3: Ethics Approval letter ............................................................................ 136 

 



vii 
 

LIST OF TABLES 
 

Table 1: Number of agricultural cooperatives registered and their current status .............. 3 

Table 2: Market share of fertilizer distribution in Malawi ................................................. 8 

Table 3: Distance to city and cooperative performance based on information sourced 

from the Ministry of Agriculture and Ministry of Trade. ................................................. 42 

Table 4: Newly Registered Cooperatives in Lilongwe and Salima Districts .................... 45 

Table 5: Showing selected cooperatives ........................................................................... 47 

Table 6: Participants interviewed ...................................................................................... 49 

Table 7: Membership ........................................................................................................ 55 

Table 8: Membership in the cooperatives at the start and at the time of research ............ 77 

Table 9: Membership and Shares ...................................................................................... 92 

Table 10: Cooperative membership and total number of farm families from the EPA .... 93 

Table 11: Schematic comparison of cases ........................................................................ 99 

 

 
 



 viii 

LIST OF FIGURES 
 

Figure 1: Map of Malawi. ................................................................................................... 6 

Figure 2: Marketing channels for food staples in Malawi ................................................ 11 

Figure 3 : Conceptual framework of the research design indicating factors that affect the 

sustainability of agricultural cooperatives. ....................................................................... 38 

Figure 4: Map of Malawi Showing Lilongwe and Salima districts .................................. 43 

Figure 5: Map of the central region showing Salima and Lilongwe Districts and the 

research sites ..................................................................................................................... 46 

Figure 6:One of the assets given to a cooperative (office building) ................................. 83 

Figure 7: A silo at Lifuwu cooperative 1 .......................................................................... 83 

Figure 8: A Maize mill donated by COOPI/COPSE 1 ..................................................... 84 

Figure 9: A Jack at Mtunthama coopertive 1 .................................................................... 84 

Figure 10 :An Input retail shop at Malingunde 1 .............................................................. 85 

Figure 11: Board Composition .......................................................................................... 87 

Figure 12: Management Team .......................................................................................... 88 

Figure 13: Indication of the decision making process and information flow. .................. 94 

 Figure 14: A Cooperatives performance trap ................................................................. 108 

Figure 15: Self defined cooperative sustainability conceptual framework ..................... 111 

 


