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Preface

The Research and Extension Unit of FAO has undertaken a series of case studies on the reform 
of extension systems in the past decade and the shift towards innovative financing systems for 
extension. The studies have focused on the relations between the empowerment of farmers and their 
organizations, their new roles in the advisory systems and the innovative financial mechanisms in 
extension required to achieve effective pluralistic and demand-led extension and advisory systems 
with quality services being relevant for small male and female producers.

Four case studies of different modalities of innovative financing mechanisms were undertaken: 

Danish Agricultural Advisory Services, evolution of the Danish model. The study describes 
the historic development of the Danish Agricultural Advisory Services (DAAS). This is the case 
of a national advisory system owned and managed by the farmer organizations and financed with 
public subsidies combined with farmer/user payments, gradually developed to full user payment. 

Agricultural Services and Producer Organizations Support Programme (PSAOP) from 
Senegal is the case of reforms towards decentralised demand-led services with structures, 
procedures and finances for farmers’ demand, negotiation and contracting of advisory services. The 
farmer organizations were the main drivers of this reform process. Both the supply and demand 
side are supported with public funding. 

Financing advisory services for family farmers in Chile. The study describes the programmes 
of the Institute for Agricultural Development (INDAP) from Chile (1978-2014). The case shows 
the development of a pluralistic system for extension and advisory services. The system uses 
competitive grants provided by Government combined with users’ financial contribution to the 
costs of the services. 

Nariño Dairy Products Cooperative (COLACTEOS) in Colombia is a case of producers’ 
cooperative based advisory services as embedded services fully financed through their own 
processing and marketing activities. A team of advisors is hired by the cooperative for regular 
services; while other services are contracted on a short term basis. 

Furthermore, a synthesis was established with a conceptual framework for analysis used to 
develop a synthesis of the experiences from the four case studies. The synthesis also supplements 
the cases with a literature review on other cases of similar financing mechanisms and draws 
conclusions and recommendations.
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COLACTEOS Cooperativa De Productos Lácteos De Nariño Ltda. [Nariño Dairy  
 Products Cooperative]
CONPES Consejo Nacional de Política Económica y Social [National Council  
 for Economic and Social Policy]
COP Colombian peso
CORPOICA Corporación Colombiana de Investigación Agropecuaria. [Colombian 
 Corporation for Agriculture and Livestock Research]
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DRE Rural Development with Equity programme
EPSAGRO Provincial Agro-Business Management Centres and Technical  
 Assistance Service Providers
FINAGRO Agricultural and Livestock Sector Financing Fund
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IAT Incentive to Technical Assistance
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ICR Incentive to Rural Capitalization
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MADR Ministry of Agriculture and Rural Development
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SINTAP National Agricultural and Livestock Technology Transfer System
SENA National Training Service
UMATA Municipal Agriculture and Livestock Technical Assistance Unit
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1. Background and Methodology

At the request of FAO, the Latin American Center for Rural Development (RIMISP) conducted a 
case study on the financing mechanisms for the technical advisory services that the Nariño Dairy 
Products Cooperative (COLACTEAOS) makes available to its members.

The purpose is to illustrate the experiences of COLACTEOS’s way of financing advisory 
services, some of its major effects, and to identify lessons learned that could motivate and guide 
other countries engaged in reforming their innovation systems and agricultural advisory services 
in particular.

In order to carry out this analysis, information from available secondary sources was used as 
well as primary sources gathered during a visit to the COLACTEOS headquarters. Interviews were 
conducted with administrators, technicians responsible for providing technical assistance, staff 
that oversee and link producers to financial entities and key informants, and individuals familiar 
with the system and the Bogotá dairy production sub-sector.

The study reviews the policies for the agriculture and livestock sector in Colombia and the 
evolution and current state of rural extension services. In this context, it describes the services 
offered by COLACTEOS to its members, with an emphasis on technical advisory services and 
the main financial services, along with the influence of some free trade agreements on the milk  
sub-sector. The study provides a brief summary of the portfolio of services provided by COLACTEOS 
and discuss the details of technical advisory services and financial services provided to producers, 
and describe the relationships between technical advisory services and financial services. The 
study describes the mechanisms for financing the technical advisory services, how the producers 
participate in influencing the services and some of the effects on dairy production. Finally, the 
study present a section containing conclusions and lessons learned.
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2. The Agricultural Sector in Colombia

2.1.  Development Policy and Financing the Agriculture and Livestock 
Sector

Colombia’s agriculture and livestock sector is important to the country’s economic development 
due to its contribution to employment and income generation. The focus of current agricultural 
policy is on promoting development in rural areas, increasing competitiveness and diversifying 
markets. With this goal in mind, Colombia has made progress in the negotiation and implementation 
of trade agreements. Even if not explicitly, Colombian agricultural policy also contributes to food 
security. The agricultural sector has programmes that provide internal support, preferential access 
to credit and debt refinancing, agricultural insurance subsidies and exchange-rate risk mitigation. 
It also has mechanisms that allow producers to adjust to changes in worldwide prices through Price 
Stabilization Funds (OMC, 2012).

The agricultural sector experienced a profound crisis in the late 1990s and lagged behind the 
rest of the economy. Over the past ten years, the sector has grown at an average annual rate of 
2% compared with the rate of 4% experienced overall. There was a slight recovery in 2006–2007, 
but the international agricultural price crisis of 2008 made it continue to lag behind. Despite its 
erratic growth, the agricultural sector contributed some 6.5% of GDP in 2001, and is the third most 
important job creator in the economy, employing 18% of the labour force. Agricultural exports 
represent 12.4% of total national exports.

The recovery of the sector is based on increasing the cultivated area and the production of  
non-traditional products such as fruit, special coffee, bio-fuels (African palm oil) and horticultural 
products. However, bottlenecks remain, such as the low level of competitiveness and productivity 
of some sectors, the poor state of rural infrastructure, inefficient use of land and water, lack of 
mechanisms for commercializing agriculture and livestock products, and constraints in access to 
markets. 

Associated with internal agricultural production and the trade agreements, there exists a change 
in the use of land in the agricultural sector, which influences dairy production, competition among 
producers, and milk quality. Land under agricultural production has decreased while land devoted 
to livestock production is three times that expected land used for livestock (42 million ha are 
currently used, while only 14.3 million should be used for livestock).  Some authors interpret this 
condition as an evidence of inefficient use of resources motivated largely by a distortion in the 
incentives perceived by producers because of trade agreements (Reina, et al., 2011). The immediate 
consequence for the dairy subsector is strong competition among producers (between 1979 and 
2010, milk production grew at an average rate of 3.5%/year). In 2011, Colombia was the fourth 
largest producer of milk (6 500 million litres) and the third greatest dairy value market in Latin 
America (USD 2 862 million). There are about 2 600 million litres/year that are not commercialized 
through the formal milk chain. The land market is characterized by heterogeneous milk quality, 
reflecting in part producers’ strategies to reduce production costs (PROEXPORT, 2011).
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The poor competitiveness and productivity are mainly associated with inefficient use of 
production factors, particularly land and water, the poor level of innovation in productive systems, 
and a lack of investment. Factors limiting incentives to invest include: the absence of a culture of 
management of climate and market risks; limited access to and use of information; and barriers to 
credit, particularly for small-scale producers. The policy for the sector has lacked direction and had 
poor implementation, particularly during the first decade of the 2000s. The National Development 
Plan for 2010–2014 sought to increase the competitiveness of the economy and identified the 
agriculture and livestock sector as one of the five sectors with a high potential for growth. The actions 
of the Ministry of Agriculture and Rural Development (MADR) have focused on: mechanisms for 
job creation and income improvement in rural areas; increasing the competitiveness of agriculture 
and livestock production; equity in regional development; management of agriculture and 
livestock risk; and the expansion and diversification of the internal and external markets. To that 
end, negotiation and implementation of trade agreements are in progress. There are higher tariff 
protection measures than in other sectors. In 2010, agriculture and livestock products (according to 
the WTO definition) experienced an average tariff of 183%, which was higher than the protection 
granted to non-agricultural products. Though the protection dropped to 14.5% in August 2011, it is 
a smaller reduction than the one applied to non-agriculture and livestock products (reducing from 
7.2% in April 2011 to 4.9% in August of that year) (DNP, 2010). 

In addition, Colombia uses stabilization mechanisms to mitigate the variability of global prices 
for agricultural products such as cotton, sugar, cacao, meat, milk and its derivatives, and palm 
kernels. The goal is to ensure producers’ incomes, regulate national production, avoid speculation, 
and promote agriculture and livestock exports. Colombia’s agricultural policy is premised mainly 
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on protection of importable goods (wheat, rice, sugar, maize, sorghum and oilseeds, meat, chicken 
and milk) in which there are distortions in the international market derived from subsidies for 
production in exporting countries. Moreover, the use of safeguards and other administrative 
measures has been common for some products (Reina et al, 2011). 

The financial support for agricultural and livestock production from public entities is mainly 
effected through the Agricultural and Livestock Sector Financing Fund (FINAGRO), which was 
created by Law No. 16 of 1990. It is an autonomous entity specializing in second-tier agricultural 
and rural credit management. It finances working capital and investment, marketing, and primary 
produce transformation. The re-discount rates and interest rates for credits depend on the type of 
producer requesting the credit, based on the classification set by FINAGRO. The periods and grace 
times of FINAGRO loans depend on the crop or animal production cycle. FINAGRO also offers 
farmers emergency support in the event of loss of harvest or animals (e.g harsh winter weather, 
which took up to 95% of the outstanding balance in 2011).

In 2008–2009, FINAGRO implemented a special line of work capital credit with subsidized 
interest rates for some producers in the sector to promote partial or full linkage to external markets. 
The sectors included banana, plantain, cut flower,  aromatic herb, shrimp and fish farming. The 
financing could be up to 100%, but a financial intermediary determined the credit amount per 
beneficiary. The Agriculture and Livestock Guarantee Fund (FAG) backed the credits granted. 
For any FINAGRO credit, the banking entity requires guarantees to back up the obligations. If 
they are not available or are insufficient or inadequate, the FAG backs up the obligations prior to 
the banking system. Beginning in 2008, this entity created the Special Exporter Guarantee Fund, 
which serves as a guarantor for the loans that FINAGRO grants to exporters (FINAGRO, 2012).  

There are other programmes for supporting the sector. The Agriculture and Livestock Debt Relief 
Programme for Producers Affected by the La Niña Phenomenon in 2010-2011 allows some small- 
and medium-scale producers to renegotiate credits no older than 1 June 2010. The negotiation 
of work capital and/or investment credits implies the consolidation of liabilities, including the 
expansion of the original period for at least one year with a maximum of five years and a one-
year grace period. The relief in the form of an interest rate reduction is different for small- or 
medium-scale producers, but it is lower than the commercial rate in both cases. FAG guarantees 
the operations (FINAGRO, 2012).  

In the financial sector, there are no legal limitations on the participation of foreign capital in 
commercial banks or insurance companies. Colombia managed the 2008-2009 financial crisis 
by successfully using measures such as postponement of profit distribution and the creation of 
a reserve for handling possible deterioration in the financial condition of the banking system 
and reinforcement of supervision. Colombia also used counter-cyclical components set out in 
regulations for addressing changes in risk. This condition makes it possible for the private banking 
industry to get involved in the agricultural sector, utilizing co-signers and guarantees that cover the 
risk of agricultural and livestock production activities.

In May 2011, the Government launched the Rural Development with Equity (DRE) programme. 
This initiative seeks to grant subsidized credits in order to stimulate the production of food items 
from the basic food basket, offer subsidies to small- and medium-scale agricultural producers, 
promote associative productive activities and stimulate the integration of large and medium-scale 
producers with small-scale ones (FINAGRO, 2011).
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In general, the performance of Colombia’s agriculture and livestock sector shows that public 
policy has not provided the expected support or results. Subsidized financing to promote and 
protect crops that compete with imports has not worked out as expected. Several agricultural 
products have even increased their import share in the last five years. Productivity continues to 
be low and competitiveness in international markets – and even at the national level for some 
products included in the commercial agreements – remains a task requiring completion. Although 
agriculture was selected as one of the five drivers of development in the National Development 
Plan, the poor performance of the sector over the past few years and limited diversification of the 
exportable products on offer show that there is a need for an in-depth review of the Colombian 
model in order to achieve the proposed policy objectives.

2.2. The Evolution of the Rural Extension System 
In Colombia, rural extension has been the subject to important changes since 1989, with 
the implementation of the National Agricultural and Livestock Technology Transfer System 
(SINTAP). The goal of the system was to support the transfer to municipalities the responsibility 
for services in order to handle the decentralized services at a local level in close interaction with 
rural communities. 

Later, in 1994, the government formulated the National Agricultural and Livestock Technology 
Transfer Programme, with World Bank financing. The programme involved two strategies: The 
institutional strengthening of SINTAP and financing of technical assistance projects for rural 
communities through a competitive fund. 

In 20001, the field of technical assistance expanded to start privatization of technical assistance 
through promoting the hiring of technical assistance services with specialized private entities 
and to complement the services provided by the Municipal Agriculture and Livestock Technical 
Assistance Unit (UMATA). The unit staffed by individuals hired by the municipality, was 
responsible for technical assistance services in most rural areas (Zulay, 2013). 

In 2004, a Decree2 promoted the creation of Provincial Agro-business Management Centres. 
In 2007, the government created the Agro Income Insurance programme in order to provide tools 
that would protect the income of producers affected by distortions derived from external markets, 
and improve the competitiveness of the entire agriculture and livestock sector. That same year, the 
Productivity Incentive for the Strengthening of Technical Assistance came into operation. This 
incentive was economic support provided by the national government through the MADR in order 
to finance part of the expenses that a producer incurs when hiring a technical assistance service 
for agronomic, livestock, aquaculture and/or forestry activities. In 2010, the Ministry formalized 
standard requirements for the Agriculture and Livestock Technical Assistance Service Providers, 
the entities authorized to provide such services (Zulay, 2013) 3.

1 Under Law 697 of 2000.
2 Decree 2980 of 2004,
3 This subsidy has three different modes, including one particularly designed for producers’ guilds. However, there are a number of 

requisites and specific norms for institutions signing for these benefits. Among others, guilds require to create a technical assistance 
firm that must attend all producers in a particular region, regardless of their affiliation to any specific organization. COLACTEOS 
decided not to use this programme. 
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MADR launched the National Agriculture and Livestock Technical Assistance Subsystem 
directed at improving productivity, competitiveness and quality of life for the Colombian rural 
population. The subsystem is part of SINTAP and looks to coordinate research, technical assistance 
and producers in order to contribute to rural development and the improvement of competitiveness, 
as well as agriculture and livestock productivity in Colombia (MADR, 2011).

With this mechanism, MADR and the National Planning Department take responsibility for the 
national technical assistance policy. This policy was to be implemented through several entities:

• CORPOICA (Colombian Corporation of Agriculture and Livestock Research), 

• UMATA and the Provincial Agro-Business Management Centres and Technical Assistance 
Service Providers, EPSAGRO, all in charge of technical assistance in different capacities and 
for different target populations;

• The Colombian Institute for Rural Development (INCODER); 

• SENA (training for producers); and 

• Departmental Agricultural Offices

All these entities were to work closely with: 

• farmers;

• FINAGRO and the Agrarian Bank, dealing with finance aspects of targeted producers;

• the Colombian Agriculture and Livestock Institute (ICA); and

• the National institute for agriculture and livestock health (INVIMA) (MADR, 2011). 

All these institutions had specific responsibilities to provide particular services, as indicated by 
their names. The operation of this arrangement started in 2014, with 450 thousand producers, with 
national coverage planned by 2016. However, as of 2014, there is no clear sign of the operation of 
the system in a meaningful way in the nation.

Agriculture and livestock research and rural extension services used to be under the same 
institution (ICA). This linkage changed when rural extension was decentralized. During the brief 
period under municipal level operation, the extension services experienced broad disintegration. 
Later efforts have taken different institutional forms, but they have not managed to create ongoing 
and significant services for agriculture and livestock production. 

In the meantime, the producers’ organizations, which have a long tradition and a great deal 
of institutional capacity, have strengthened their own technical assistance services, based on 
the achievements of the National Coffee Growers Federation beginning in the 1970s. With the 
payments of members of the organizations through a wide range of mechanisms, the producer 
organizations have established technical assistance modules and components with very specific 
objectives, oriented towards production for internal and external markets. The majority of the 
technical assistance services provided by producer organizations made use of the ‘Incentive for 
Productivity for the Strengthening of Technical Assistance’. In most cases, producer organizations 
integrate primary production, processing and exports in economic organizations or cooperatives 
that buy primary products direct from producers, and process them in their own agro-industrial 
processing plants. To ensure quantities and quality of products, the organizations provide technical 
assistance and credit to their members. The assistance often includes farm-level technical advice, 
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product handling and long-term production planning (management). For the milk production 
subsector, the cost of technical assistance is mainly covered by association fees and a levy from 
the milk price that producers receive from agro-industries.

Some organizations combine the services for specific technical services to their members with 
those of the MADR (ASOHOFRUCOL, 2012). In the case of COLACTEOS, producer members 
receive technical advisory services, which feature both agricultural and veterinary advisory 
services. These services are provided by the cooperative to all members and are not associated 
with the programmes offered by MADR.

2.3. The effects of free-trade agreements 
In the context of globalization, Colombia has signed free-trade agreements with several countries 
in order to improve conditions of access to those markets and take advantage of competitive and 
comparative advantages that it has in several economic sectors. Some sub-sectors expect negative 
effects from imports with preferential conditions when those agreements go into effect.

The agreements with the United States of America and the European Union have generated 
great concern among agricultural and livestock producers. In the case of the United States of 
America, one aspect of concern is that it will sell powdered milk to Colombia while Colombia will 
enter that market with liquid milk. In practice, it is nearly impossible to enter the United States 
of America market with liquid milk because transportation costs and difficulties associated with 
transport make it uncompetitive. In fact, a serious problem with the lack of competitiveness is the 
transportation costs between locations in Colombia (Solarte et al., 2013).
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The milk and milk by-products subsector will face progressive entry of import volumes that 
would be between 2% and 5% of total national production, once the free-trade agreement with the 
European Union starts. According to a policy document by the National Council for Economic and 
Social Policy (CONPES), this will influence prices, inject uncertainty into the market and affect 
national producers’ incomes. Given the strategic, economic, social and food security importance 
of milk and milk by-products for the Colombian population, strategies directed at decreasing 
production costs, increasing productivity and minimizing informal milk market will be formulated 
in order to improve the competitiveness of the value chain, the entry of products and activation of 
market opportunities (CONPES, 2010). 

This specific policy document for the milk subsector aims to improve the competitiveness 
of the Colombian milk sector based on developing strategies and instruments that increase 
productivity. The goal is to boost its participation in external markets and benefit from comparative 
and competitive advantages and opportunities. The policy strengthens SENA’s technical training 
offers (nutrition, reproduction techniques, and insemination); training on best livestock practices; 
capacity of educational institutions to improve milk production process, including international 
cooperation organizations. It also provides stimulus to address research needs in a preferential 
manner, and engaging in innovation and training in order to increase by 30% the research resources 
allocated to the dairy sector.

In order to do all of this, CONPES proposes the development and provision of the following 
products:

• Definition of particular target groups for the Special Line of Credit and Incentive to Rural 
Capitalization (ICR) as per productivity matrix lines;

• promoting the purchase of insurance policies in order to decrease the effects of climate risk in 
pasture and of the fodder crops for dairy cow feed; and

• offering technical assistance and advice for project design and management through the 
Incentive to Technical Assistance (IAT).

However, many of those interviewed for this study disagree with CONPES’ proposals. They 
argue that producers cannot easily compete with European production costs. In fact, many producers 
and users in the sector claim that the agreement will have much more severe consequences than 
what the central government anticipates. From observations in Nariño, this appears to have a 
serious influence on decisions regarding expansion and investment in milk productive activities.
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3. COLACTEOS services

3.1. COLACTEOS Services Portfolio
COLACTEOS is a cooperative dairy. The membership is composed of individuals and groups 
of dairy farmers that accept the cooperative’s statutes. As a formal institution, its mission is to 
contribute to the economic, social and cultural development of members through the provision of 
services supporting production and distribution, as well as buying and selling of high quality milk 
and dairy products, using adequate technology and served by committed personnel (COLACTEOS, 
2013)4. COLACTEOS started in 1977 with 30 farmers, and has set out the following comprehensive 
goals:

• to improve  client satisfaction levels;

• to improve member satisfaction levels;

• to monitor and oversee integrated management system processes in order to increase productivity;

• to improve staff competency and ensure that they are familiar with the integrated management 
system procedures;

• to increase profits, decrease costs of production and service provision;

• to meet the requirements of clients through the application of essentially preventive quality 
systems in the various stages of the productive process; and

• to develop and meet security standards to prevent adulteration and eventual illegal 
commercialization in Ecuador.

COLACTEOS transforms delivered milk and sells the following dairy products and derivatives 
at the national level: soft cheese, mozzarella cheese, yogurt with cereal, semi-hard cheese, fresh 
cheese, processed cheese, yogurt in bags, yogurt flavoured with coffee, cheese, milk kumis 
(fermented milk), butter, cream and figs with caramel.

The cooperative provides the following services to its members: milk collection, solidarity 
education (social enterprise educational project based on cooperative principles), formal education 
[ICETEX-COLACTEOS]), agreement with banking entities for financing individual credits, 
support and solidarity, communications, agricultural warehousing services and technical advisory 
services.

COLACTEOS operates four processing plants. These plants offer hygienic good quality, animal 
health and composition certifications (fat and protein) to milk producers. Best milking practices 
are required for collection of good quality milk from producers, and COLACTEOS implements a 
Milk Quality Programme with associated producers. COLACTEOS processes the collected milk 

4 This entire section is based on the informational pamphlet produced by COLACTEOS for use by its affiliates (COLACTEOS, 
2013).
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and distributes final products countrywide. To do so, the cooperative has 775 selling points in 32 
areas throughout the country (in 27 regions and 160 cities in Colombia). The cooperative provides 
products to 72 million consumers per year and generates 26 thousand indirect jobs with 435 points 
for home delivery service.

Following basic cooperative principles, Solidarity Education is an ongoing process to strengthen 
solidarity, cooperation and mutual assistance. Its purpose is to generate attitudes that solidify social 
commitment. It offers associative management education in an ongoing learning process with 
information that helps maintain the cooperative movement.

Through an agreement with the Colombian Credit Institute for Educational and Technical 
Studies (ICETEX), COLACTEOS facilitates financing of formal education of members and their 
families. The cooperative complements this service through an education subsidy for elementary, 
secondary and higher education.

Through support and solidarity, the cooperative helps members with personal circumstances 
(personal difficulties, birth of children, etc.) and provides access to group life insurance. The 
communication services allows associates to facilitate and streamline flows of messages and 
communication through specialized journals, suggestion boxes, signs, corporate cellular service 
and e-mail.

Members can also buy production inputs from the cooperative. COLACTEOS have five 
agricultural warehouses, which offer supplies at favourable prices and a credit line for up to 30 
days. Cash purchases are usually associated with additional discounts.
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3.2. The Technical Advisory Services
COLACTEOS started the technical advisory services for associated producers in 1995. This service 
has experienced several changes and diversified its components, in response to the changes in the 
milk market and specific needs of cooperative members. 

The central idea of the advisory services is to strengthen the milk production units to increase 
profits. The technical assistance service is the strategic tool to ensure quantity and quality needed 
to produce high quality products. Technical assistance includes different programmes focused 
on animal health, production, reproduction, animal nutrition, agricultural production (feed) 
and business management methods. In order to meet these goals, COLACTEOS has veterinary 
medicine programmes (technical assistance, animal health and milk quality control), an agronomy 
programme (technical assistance, farm analyses, advising, land classification and production of 
Brazilian Grass biomass), and a zoo-technical programme (assistance, comprehensive advising, 
productive process monitoring, nutrition, animal model and Programa Normando), as shown in 
Figure 1.

Fig. 1 - Programme Structure of COLACTEOS

Agronomy

Programme

Veterinary

Medicine

Programme

Technological

Strategic

Planning

• Technical Assistance
• Classification of Farms and Soils
• Agronomy

• Technical Assistance
• Animal Health
• Milk Quality

• Zootechny
• Reproduction
• Production
• Genetic Improvement
• Education
• Certification
• BPG

Source: Escobar, 2011.
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External support from technical institutions complement COLACTEOS services, providing 
access to clinical laboratories (ICA and University of Nariño), soil and bromatology laboratories 
(University of Nariño), and through alliances with specialized service providers (ICA, Federación 
Colombiana de Ganaderos (Colombian livestock producers’ organization FEDEGAN) and 
particular input suppliers).

The technical advisory services are mandatory for all cooperative members and apply the quality 
control process according to ISO 9001:2008 certification. Technical advisors follow visiting routes 
and should visit each cooperative member at least four times per year, as part of the regular technical 
advisory service. However, producers have the option to request additional visits, and technical 
advisors must always respond and complete the visit as an emergency call.   

As illustrated in Figure 1, COLACTEOS’ technical advisory services have three major 
programmes, some of which have specific components. They form a set of technical services 
designed to provide integrated alternatives for solving production and management problems 
faced by producers in each production area. In 2013, the COLACTEOS technical team providing 
technical advice to producer members comprised five veterinarians, two agronomists and three 
animal husband technicians (SOURCE: COLACTEOS annual reports to General Assembly 
meetings). Some of these specific components are outlined in the next paragraphs.
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3.2.1 Feed Production (Agronomy Programme)

This component of the Agronomy programme seeks the optimal technical use of soil-water-energy to 
produce an adequate quality and quantity of biomass for animal feed, to make the production system 
profitable and sustainable. This programme deals with the following components:

• Increase of forage biomass;

• Preparation and use of bio-organic fertilizers;

• Forage planting;

• Fertilization plans; and

• Costs and implementation of alternative models

3.2.2 Animal Husbandry (Livestock Programme)

This component aims at strengthening dairy herds through implementing production technology that 
develops technical and economic milk production activities while making them sustainable. The 
programme implements the following activities:

• managerial advice to improve return on production factors in a sustainable manner, accounting for 
herd administration, animal nutrition, breeding and feeding of calves and animal production and 
reproduction;

• animal and herd records (a component in place since 2006);

• animal record analyses through specialized software: Taurus Web, Interherd and Excel books. 
The idea is to analyse productive indicators, reproduction processes and other animal husbandry 
indicators in order to identify production improvement strategies;

• herd and calves monitoring, including production costs;

• animal nutrition plans to improve both herd productivity and profitability through balanced feed; 
and

• assistance to producers on investment and/or technical improvement projects.

3.2.3 Veterinary Medicine Programme

The objective of this programme is to maintain a herd’s maximum possible animal health level, 
through preventive and curative activities, contributing to high milk quality production. This 
programme implements the following actions:

• veterinary medicine assistance to deal with particular animal health problems reported by 
cooperative members; and

• Promoting animal health, designed to decrease animal morbidity from many causes. This 
programme also works to ensure ICA´s certification for tuberculosis- and brucellosis-free farms. 
Actions of this programme include education on disease prevention. Cooperative members must 
register their production unit with ICA to become users of this component.
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3.2.4 Milk Quality (Dairy Health Programme)

This programme component aims to ensure milk quality to improve profits to both producers and the 
COLACTEOS processingindustry. The programme operates as a joint action of technical advisors, 
producers, milk plant operators and milk transporters who verify milk quality through technical 
guidance, education activities and good milking practices at the farm level, addressing the following 
aspects:

• Good milking practices, hygiene and maintenance of equipment and utensils, milk handling and 
milking site conditions;

• Cow health status;

• Breast control system (udder health) clinical and/or subclinical mastitis; and

• Milk laboratory analyses.

3.2.5 Technical and Strategic Planning 

This is a technical assistance service to analyse, monitor, control and evaluate all technical 
recommendations for specific milk production processes and units, checking consistency and 
effectiveness of all recommendations when they are in place simultaneously. 

The first step to accomplish this objective is to complete a diagnostic survey of the production 
unit, identifying strengths, weaknesses, possibilities and threats, in order to determine a technical and 
management strategy set to improve technical and economic indicators. This analysis focuses on four 
aspects:
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• animal population and related indicators such as animal load capacity, restocking fee and culling 
rate

• animal reproduction. The behaviour of reproductive parameters such as days open, calving to 
conception interval, conception, interval between births, and other indicators.

• animal production indicators such as average milk production (cow/day), days in lactation, dry 
days, peak production and

• meat production such as heifers and calf productive behaviour taking into consideration weight 
gain in each stage, age at first service, weight at first service, and mortality.

Since all production units require enterprise management, determination of achievable objectives 
and measurable indicators must be based on determining production costs and the economic 
impact of decisions made to reach stipulated objectives. This analysis combines all technical 
and managerial recommendations, all expected outputs, and economic relations generated by 
recommended practices. 

 

3.3. Financing technical advisory services
Contrary to many other farmer-based organisations in Columbia, COLACTEOS made a deliberate 
choice NOT to become involved with the programmes offered by MADR. This is mainly because of 
the specific requirements that MADR must approve the service providers. Furthermore, the subsidy is 
only provided to service companies servicing all producers in an area, which means that the specialist 
services that COLACTEOS is providing cannot be subsidised. Instead, the cooperative finances the 
costs of the services for their members from its own sources.

COLACTEOS has developed a cost strategy to cover technical advisory service costs without 
a direct charge to associated producers. The overall strategy is to provide technical advice to all 
producers on a regular bases, aiming at a high milk production by cow with a quality good enough 
to ensure quality of milk products to compete at national and international markets. Following this 
line, COLACTEOS makes technical advisory services a compulsory production component for all 
cooperative members in the three major programmes: agronomy, veterinary medicine and technical 
strategic planning (see Figure 1).

The cooperative has an employed team of advisers: Five veterinaries, two agronomists and three 
animal health specialists. For the specialized services, the cooperative collaborates with institutions 
such as laboratories, research institutes, financial institutions and input suppliers based on short-term 
contracting arrangements. 

The costs of the technical advisory services are integrated into the total cooperative production 
costs, which are recovered by levy on the sales of all COLACTEOS milk products. As this study has 
not had access to the COLACTEOS accounts, it is not possible to determine the real cost of technical 
advisory services. However, according to the Technical Advisory Coordinator, the expenditure for 
technical advisory services provided to 316 associated milk producing farms in 2014 was equivalent 
to 4% of total COLACTEOS annual costs5.

5 Personal communication with Iván Benavides, Technical Advice Coordinator. Nov. 2015.
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Producers are entitled to access to technical advisory services and to sell their milk (the two major 
services provided by the cooperative) from the moment they become members of the cooperative. 
Failure to apply the technical recommendations are reflected in the discounts in milk prices that they 
receive when the milk quality standard is not achieved. Failure to comply with milk quality standards 
could even be a reason for COLACTOS to stop buying milk from faulty producers.

An important component of COLACTEOS capital formation is the membership fee paid by its 
members. This is a one-time payment compounded of charges from two complementary concepts:

• An admission fee of about USD 10 000, which is equivalent to 32 minimum-wage salaries. This 
amount is deducted from payments for milk delivered to the cooperative during a period of up to 
three years; and

• A levelling fee intended to equal contributions of existing partners. This payment is equivalent to 
five minimum salaries (one minimum salary was equivalent to COP614 000 (US$ 315 in January 
2014).

Admission of members’ sons and daughters costs only the levelling fee (equivalent to five minimum-
wage salaries). In recognition of family membership, the cooperative waives the admission fee. 

As compulsory technical advisory services are provided, COLACTEOS expects producer members 
to deliver milk in quantities and qualities according to the biological capacity of herds. The herds 
of producers that participate in the genetic improvement programme are all registered and under 
genetic improvement. Milk quality is encouraged by COLACTEOS through quality-differentiated 
prices offered to producers. The price of milk increases with higher fat content and fewer impurities. 
Premium price changes depending on the production season (raining or dry periods) and the market 
price. Price differences could be as high as US 12 cents/litre, which makes a considerable difference in 
returns and profits to most producers. At the same time, COLACTEOS defines a maximum proportion 
of milk impurities beyond which, they may stop buying milk from any cooperative member. 

The quantity of milk delivered by individual producers is monitored through daily records of milk 
delivered to COLACTEOS plants. Regularity and quantity of milk delivered are important factors to 
calculate COLACTEOS’s collateral and co-signature for members to obtain personal credit in one of 
the banks through which credit agreements are arranged.

The economic reason for providing a compulsory technical advisory service programme to milk 
suppliers at no direct cost is that both milk quantity and quality are key factors for COLACTEOS 
processing and end products. Nevertheless, technical services provided by support agencies (Figure 
1), such as veterinary clinical labs, soil and bromatological lab analysis and other specialized services 
provided by private companies, do have a direct cost for producers. COLACTEOS has signed 
commercial agreements with universities and public and private companies in order to offer discount 
rates for those services for cooperative affiliates6. 

3.4. Results of the Technical Advisory Services
The technical advisory services are, along with the purchase of milk, the services that are most highly 
appreciated by cooperative members according to interviews with them. The advisory services play 

6 Personal communication with Iván Benavides, Technical Advice Coordinator. Nov. 2015.
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a crucial role in maintaining high levels of milk production and quality.

COLACTEOS keeps records through sampling techniques in most programmes offered to 
cooperative members, including the evaluation of economic parameters every year. As a matter of 
illustration, table 1 shows the aggregate number of visits performed by the advisory team.  
 
Table 1.  Technical assistance visits by each programme

ViSiTS 2011 % coverage 2012 % coverage 2013 % coverage

Veterinary Medicine 3 509 98,5 3 754 97 4 423 96
Feed production 
(agronomy)

1 040 97,8 1 129 91 1 552 95

Animal Husbandry 1 361 95,0 880 90 1 074 92
Total 5 910 5 754 7 049

Source: COLACTEOS annual reports to General Assembly meetings

It is interesting to compare the number of visits with the coverage of cooperative members 
(expressed in percentage figures) with technical visits. For example, in 2013 each cooperative 
member received 26,6 technical visits, which is much higher than the minimum of four visits each 
producer is expected to receive. The difference is explained by call-visits request by producers during 
the year. Technical assistance coverage though production unit visits is quite high with an average 
of about 95 per cent, even if 100 per cent should be reached as stipulated by the General Assembly.

Table 2. Average indicator of milk quality (UFC/ml)

indiCATor 2010 2011 2012 2013

Colony forming units/ml) 198 348 232 133 158 553 157 890

Source: COLACTEOS annual reports to General Assembly meetings.

Effort to maintain milk quality is a multiple-actor action. Milk quality is a very important factor 
for both producers and COLACTEOS. It represents better prices for producers and the capacity to 
maintain the milk processing enterprise active in the industry. The milk quality programme is a major 
task for the technical advisory team. Table 2 and its corresponding graph illustrates the results of 
control of milk quality over four years. The institutional goal is set at 200 000 CFU/ml, considered 
the threshold to prevent price reductions to producers due to lower quality and, to prevent extra costs 
for milk processing. According to the 2012 audit review, COLACTEOS substantially improved and 
maintained milk quality below 200 000CFU/ml, while in 2006 the same quality index had an average 

UFC/ml

 2010                          2011                          2012                         2013

300,000
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value of 701 342 cfu/ml . Milk quality is closely related to technical assistance and dairy hygiene at 
producers. 

Table 3. Some economic indicators related to efficiency of technical assistance

IndIcator 2011 2012 2013

I II III I II III I II III

Net profit/ha (COP) 214 320 142 778 112 019 252 048 75 313 150 462 245.815 83.369 186.626

Cost per litre 500.5 605 666 461 742 676 501 736 710

Farm size (ha) 9.5 27 70 7 50 70 7 50 60

Milking cows/day 10.7 15 18.5 10 46 61 11 45 60

Litre/per cow per day 13.5 15 18.5 13.7 14.7 21 13,8 14,8 22,0

KEY: Farm type I: 0–200 L/day; Farm type II: 201–1 000 L/day; Farm type III: >1 000 L/day. Monetary values are in Colombian Peso 
(COP)
Source: COLACTEOS Annual Reports to General Assembly meetings.

Table 3 shows the impact of technical assistance on dairy farms. In economic terms, cost-
efficiency is higher on relative small farms as indicated by net profit/ha and cost per litre, even when 
per-cow daily production is lower on small farms. This result follows general economic analyses of 
small-scale agricultural production. Apparently, efficiency conditions show no significant changes 
over the years.
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Table 4. Selected production and reference parameters

ProdUctIon ParaMEtEr 2012 2013 rEFErEncE

Liters/cow/day 14 14,1 N.A.

Days of lactation 204 214 150

Liters/ha/day 15,3 17 > 20

First one-third of production distribution (%) 28 26 30

Second one-third of production distribution (%) 24 26 30

Third one-third of production distribution (%) 25 24 30

Production over 300 days (%) 23 23 10

Dry cows 16 17 15-20

Source: COLACTEOS annual reports to General Assembly meetings

Some productivity parameters included in table 4 provide a good idea of results associated with 
technical advisory services provided by COLACTEOS to producer members. Most of them are 
either close to or within the range defined in the reference technical parameters. Days of lactation 
average is higher than the reference value. Technical advisers interviewed expressed satisfaction 
with these results, understanding that there is still some room for further improvement. 

3.5. Financial services
There is a wide recognition that working capital is essential for milk production, particularly for 
small and medium size enterprises. However, COLACTEOS does not offer financial services 
directly to its members. The only cooperative credit scheme is the 30 days credit line to buy 
production inputs. This very short-term credit is considered cash purchase in common commercial 
frameworks.

Nonetheless, COLACTEOS has established agreements with two private banks that offer 
preferential services to cooperative members in order to allocate commercial credits to them with 
the financial endorsement of COLACTEOS. It is a direct service between cooperative members 
and the bank that he or she selects. What producers obtain is a free disposal consumption credit 
subject to the banks’ conditions, deadlines and requirements. Since it is not a development credit, 
producers are not responsible for any production-related investment nor are they required to develop 
any production line. For the same reasons, COLACTEOS does not impose any particular technical 
action on members engaged in bank credits. The cooperative can provide advice regarding technical 
strategic planning to the members that request this. But it is not a requirement for obtaining a bank 
credit. 

The process to obtain a credit works as follows:

BAnK CrEdiT AMoUnT CrEdiT GUArAnTEE TErMS 

Banco de Occidente Up to three times the amount saved in the 
bank, for up to three years.

COLACTEOS defines debt capacity based on the 
contribution or savings of each member.
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DAVIVIENDA Up to 20 times the average income for the 
sale of milk.

COLACTEOS co-signs and deducts repayments from the 
milk payment.

Short- or long-term.

Duration of the process: 5 business days.

In addition to member’s contribution to the cooperative, each member can voluntarily decide to 
have a saving account in the cooperative. The savings derive from the litres of milk per delivery; the 
monetary equivalent of which goes to the savings account of each member in Banco de Occidente 
through a direct deduction from the payments that the cooperative makes every 15 days to the 
members delivering milk. These savings are available for withdrawing at any time. However, the 
savings are the basis for the amount of credit a member can request, whenever members wish to 
obtain credit from Banco de Occidente.

This access and guarantee of commercial credit service started 12 years ago with Banco de 
Occidente and one year ago with DAvIvIENDA. Currently, 49% of producers associated with 
COLACTEOS have credit from both banks. Although there is no specific registry, many cooperative 
members access credits from other institutions including FINAGRO, which includes some subsidies 
from government programmes. COLACTEOS established an agreement with FINAGRO at one 
point, but it ended due to the low demand for this service from cooperative affiliates.

From the point of view of the inherent risks to financing and credit activities, this system has 
very low risk. In fact, the banks do not incur direct risks because they have the guarantee of 
COLACTEOS, which serves as a guarantee for the two banks.

COLACTEOS does not assume direct risks either when the credits are granted by the banks. In 
the case of Banco de Occidente, the guarantee also includes the savings of the credit recipient with 
the cooperative. COLACTEOS sets the amounts and periods of the credits based on the volume 
of milk delivered to the cooperative (last fortnight’s records) and the contributions of the member 
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who requests the credit. In any of the modes of access to credit, COLACTEOS calculates and 
applies two-weekly deductions from milk earnings of the members who have a credit, ensuring 
payment to the Banks, each month. In this way, the COLACTEOS member’s credit portfolio 
remains completely healthy, even in the case of the retirement or death of an affiliate because the 
contributions and savings guarantee credit payments.

COLACTEOS members make use of this service in both banks as summarized in Table 5.

Table 5. Pattern of producers who benefit from the Savings and Credit Service.  
                January 2014

ProdUcEr BAnCo 
oCCidEnTE

Banco 
daVIVIEnda

Beneficiaries Value of the Credit Credit per member Beneficiaries Value of the Credit Credit per member

Large 6 146 600 000 24 433 333 15 1 432 823 000 95 521 533

Medium 15 176 100 000 11 740 000 39 1 620 120 000 41 541 539

Small 27 174 120 000 6 448 889 27 755 919 000 27 997 000

TOTAL 48 496 820 000 81 3 808 862 000

Notes: Production scale is defined by farm milk production. Small farms are those producing from 1 to 199 litre/day; Medium-size farms 
produce 200 to 999 litre/day; and large farms produce more than 1 000 litre/day. 
Values are in COP
Source: COLACTEOS credit user records, 2014.

The table shows that 129 cooperative members had credit out of 265 members in January 2014. 
This is equivalent to 48.6% of all the members, with a marked preference for the DAvIvIENDA 
financing system (88% of the active credits). There are marked differences in the amounts of 
credits between the banks. The value of the DAvIvIENDA credits is 7.7 times that of Banco de 
Occidente. 

The amounts of credits moreover vary widely between the credits producers receive. The amounts 
of credits from DAvIvIENDA are much higher per producer. The large-scale producers had COP 
95 521 533 (approximately USD 47 055) while those who work with Banco de Occidente received 
an average of $24 433 333 (USD 12 036). In other words, those who work with DAVIVIENDA 
received 3.9 times as much. The medium-scale farmers show similar differences. The average 
amount granted by DAvIvIENDA (COP 41 541 538) is three times the amount of Banco de 
Occidente (COP 11 704 000). However, the greatest difference is among the small-scale milk 
producers. While DAvIvIENDA users had an average credit of approximately COP 28 million, 
Banco de Occidente clients had an average of COP 6.5 million, which represents a difference of 
eight times the average amount received.

It is interesting that the medium- and small-scale producers who use bank credits represent the 
majority and that the number of small-scale producers who are beneficiaries is the same for the 
two banks. However, the amount of credit which large farms take is much higher: They received 
3.4 and 3.8 times more credit from DAvIvIENDA and Banco de Occidente, respectively than 
smallholder farms. This is based on the different savings and repayment capacities, but it might 
also be a source of increasing inequality.
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Figure 2 summarizes the proportions of credits received regardless of the source. Clearly, 
smallholder producers receive an ostensibly smaller proportion, while medium-scale producers 
receive the greatest proportion of credits negotiated through the cooperative.

One very important point to note and consider is that the type of financing that COLACTEOS 
facilitates for its members has unrestricted use. Previous efforts to establish an agreement with 
FINAGRO 7, which provides credit for specific purposes, had little take up among COLACTEOS 
members. This decision by the members implies a preference for credits not tied to development 
lines and with oversight associated with use of the credit, though this represents the loss of 
some subsidies8. Nevertheless, the fact that only 49% of members use the prerogatives offered 
by the cooperative’s agreements with the banks – preferential and prompt service, absence of 
documentation and specific guarantees (Urdaneta and Garnica, 2012) – indicates a preventive 
attitude regarding the expectations of the development of the milk industry in Colombia. 

7 The Fund for Financing the Agriculture and Livestock Sector (FINAGRO) offered the following support programmes for agriculture 
and livestock producers in 2011 through Banco Agrario: programmes for the recovery of productive activity for producers affected 
by the La Niña Phenomenon (2010–2011). This programme includes regulation and recovery of productive activities with special 
financial conditions. Special Debt Relief, which was a special credit line for the recovery of productive activities with preferential 
rates and subsidies. The Special FAG for the recovery of productive activity for the La Niña Phenomenon (Severe Winter Weather) 
with greater coverage of this guarantee and decrease in the commission. Special ICR (Incentive for Rural Capitalization) for the 
recovery and climate insurance of the harvest, among others. http://www.bancoagrario.gov.co/Oficial/lineasCreditoFinagro/
Inversion/Paginas/default.aspx

8 An analysis of the use of development credit by small-scale milk producers in Cauca suggests costs and times that exceed those 
set by MADR and Banco Agrario, which stand as obstacles or limits to access to credits for small-scale producers in Colombia. 
The transaction costs of the credit, which includes planning, travelling to Banco Agrario and documentation fees, among others, 
represents between 5 and 15% of the average credit of COP 6 million. This does not include the FA-OXFAM agreement investments, 
which represent an additional 10% of the value of the credit. With regard to time, in the best cases (40% of the credits), the process 
takes 150 days. In the worst (60% of credits), it takes 300 days, which is triple the “official” time. There is a significant bottleneck in 
the gathering of documents and planning.

Fig. 2 - Credit received by production scale. January 2014

Key:     Green:   54 small-production-level farms

    Red:   54 medium-production-level farms

    Blue:   21 large-production-level farms
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The FINAGRO credit alternative, which could be adequate for producers who are interested 
in improving milk-producing farms, offers lines of credit for working capital, investment and 
bringing the portfolio to normal conditions (FINAGRO Website). The working capital line finances 
direct costs that are necessary for the development of rural or agricultural and livestock productive 
activities. In addition, it has a mode called Bono de Prenda, which finances inventories of national 
agricultural and livestock goods or the product of their primary processing. These are guaranteed 
by collateral through a value title issued by a General Deposit Warehouse.

The investment line involves the purchase of additional and replacement animals (acquisition 
of male and/or female animals, national or imported, pure-bred or commercial) required in 
reproduction and surrogacy, namely females (older than 12 months) in bovine and bubaline 
ranches, the acquisition of machinery or equipment, and the acquisition of new, or repair of used, 
machinery. It also includes suitability of land (improving agricultural and livestock production 
conditions; improving physical and chemical soil conditions; establishing irrigation systems; 
drainage and flood control and water resources management); infrastructure for agriculture and 
livestock production (including sheds, swine houses, pens, stables, sheepfolds, storage units, 
greenhouses, camps for workers, and other buildings, both new-build and maintenance); equipment 
for primary processing and sale; the purchase of land for agricultural and livestock purposes; and 
feasibility studies for projects oriented towards improving the technical conditions of agriculture 
and livestock production and sale.

Source:  Cooperativa De Productos Lácteos De Nariño Ltda. (COLACTEOS). 2018. Productos Lácteos [online]. Pasto, Narino, Colombia, 
COLACTEOS. http://colacteos.com/productos-lacteos/
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Clearly, there exists a trade-off between expedited, unrestricted credit guaranteed by  
COLACTEOS and discounted from the payments for deliveries of milk, and the conditioned credit 
offered through development programmes. The latter is much more difficult to obtain and subject 
to verification of use. It is important to keep in mind that the regular bank interest rate ranges from 
29.48% to 51.18% (maximum) depending on the type of credit and that the subsidized rate of the 
development financial system is lower (see Annex).

At the same time, there are increasing expectations as the start date of the free trade agreement 
with the European Union approaches. The agreement includes the sale of dairy products, which are 
widely subsidized by the EU agricultural policy. Since the approval of negotiations, EU arranged 
to compensate milk producers to improve competitiveness of the Colombian livestock industry. 
Amid much scandal, a large percentage of this sum went to meat producers to the detriment of 
milk and dairy farmers. This has contributed to an increase in uncertainty, which exacerbates 
the situation in the Nariño altiplano, which has severe physical constraints due to its altitude  
(2 700 masl – 3 400 masl) and exposure to frost, with limited sunlight compared with other intensive 
milk production areas in Colombia. 

All of these factors have increased due to the marked changes in the rainy and dry seasons 
that have taken place over the past few years. A decrease in the supply of labour in the rural area 
aggravates the situation. This is due to the movement of younger people to urban areas and their 
involvement in non-agricultural rural activities. Under these conditions and given the high prices 
for inputs and animal feed, there is a notable reluctance towards investing in order to expand 
or improve milk production systems. Producers accept modest increases in productivity that are 
associated with best practices, hygienic quality and the quality of the milk.  

3.6. The Role of technical advisory services in financial services
There is no direct relationship between technical assistance services and the credits granted by banks 
working with the cooperative, according to interviews with management and various COLACTEOS  
authorities. In fact, the applications and fulfilment of requests for credits are individual and no 
involvement of technical advisory services is required. However, it is clear for every member that 
affiliation to COLACTEOS ensures permanent access to technical advisory services and the milk 
market, with fortnightly payments. 

The agreements with banks define the guarantees for the banks themselves and for COLACTEOS  
as co-signatory to the credits. Technical advisory services are not a direct factor that conditions the 
credit or determines the likelihood of payment of financial obligations. Even in the hypothetical 
case where a member abandons livestock production, available resources in the cooperative or the 
beneficiary’s savings would cover the obligation.

On the other hand, as credits are somehow guaranteed, productive potential associated with 
a certain level of production technology is not a variable in the decision regarding access to or 
granting of credit. In fact, the credit beneficiary does not agree to use the credits to improve 
the production system. A relationship between the credit programmes and the technical advisory 
services of COLACTEOS is not a prerequisite for granting credit. This is how it should be as such 
a relationship can result in conflicting interests and undermine trust between the advisers and the 
producers.
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Nevertheless, members’ contributions and savings as well as milk delivery – which constitute the 
guarantee for accessing credit through the cooperative, relate very closely to the technical advisory 
services, and farm-level results as much as production parameters and access to premium prices 
(milk quality) are associated with technical advisory services and the resulting good practices. 
Because of the obligatory exposure to technical change and farm-site adoption, both the involved 
banks and COLACTEOS take the input of the advisory services for granted to plan and expand its 
own milk processing enterprise.  

3.7. Implementation and practices of the advisory services
As mentioned earlier, technical advisory services are carried out through visits to the dairy farms. 
For this purpose, COLACTEOS has a permanent technical advisory team and three major technical 
programmes to support cooperative members (see Figure 1). 

Since a certain level of technical advisory services is mandatory for all members, the technical 
advisory team has a pre-determined plan for visiting all members’ farms, and providing individual 
technical programmes. These programmes include basic technical advisory services to improve 
milk quantity and quality, and any additional technical service that an individual member requests 
or requires.   

The technical advisers keep farm and production records from each farm. These records 
facilitate the technical follow-up on each farm, the evaluation of the technical advisory service 
on the members’ farms, as well as projections of milk production and quality. The production 

@
 F

A
O

/O
ffi

ce
 C

ol
om

bi
a



28

forecasts from the farms furthermore serve to inform the cooperative regarding their processing 
forecast. 

Producers must directly request credit from the two banks that provide preferred services to 
COLACTEOS members. The cooperative backs up the request and informs the banks about the 
credit amount that the producers can receive, according to the already explained processes (see 
Section 3.5). 

3.8. Mechanisms to adapt advisory services to members needs and  
demands

3.8.1 Participation of the Cooperative members

COLACTEOS is governed by a Board, which consists of producer members, and the cooperative 
management is responsible for the daily management of the services and the milk processing plants. 

Apart from participating in decision making through representation on the Board, the producer 
members participate through the cooperative’s Annual General Assembly, where all major decisions 
have to be endorsed and where concerns can be raised. In most cases, the General Management 
receives a mandate from the General Assembly, when decisions involve further negotiations. This is, 
for instance, the case regarding the terms and conditions of credit from the two banks: COLACTEOS 
management negotiated bank financial benefits for all members, who were not directly involved in the 
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specific negotiations. The Annual General Assembly is the appropriate place for submitting requests 
or proposals, applying pressure in order to achieve the changes desired and obtaining support as per 
the voting mechanism for making decisions.

Moreover, Zonal Assemblies (consultation meetings) are conducted quarterly in each main 
working area (Pasto, Guachupal and Pupiales). In these consultations, members meet with the general 
manager to discuss all aspects of the technical advisory services as well as progress and difficulties 
at the farm and at the milk recipient plant in each zone. 

In addition, users of technical advisory services can communicate in written by utilizing a pre-
designed format to raise questions, present complaints or raise a particular concern. This is a personal 
action but the cooperative administration must respond to each request submitted. Any cooperative 
member can ask for technical advisory services in the service office in Pasto or in the processing 
plants in Guachucal and Pupiales. These requests must be attended to by the cooperative and usually 
translate into farm visits by a technical advisor.

Furthermore, COLACTEOS makes an annual survey to measure user satisfaction with the 
cooperative services. Corrections to services provided by the cooperative are eventually introduced 
to address particular client’s dissatisfactions.

3.8.2  Gender considerations

COLACTEOS members are predominantly men. The report to the 2014 General Assembly 
indicated that out of the 284 active members, 73% were men and 27% were women. However, 
the cooperative functions on the principle of one member – one vote, with the same rights and 
obligations for every member. COLACTEOS does not have an explicit gender policy to implement 
cooperative principles.
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4.  Conclusions and lessons learned

4.1. Conclusions
The case of the COLACTEOS cooperative represents a successful example of demand-side 
financing of technical advisory services, where users indirectly fund these services through their 
membership fees, and levies from milk sales benefit the cooperative. 

COLACTEOS is a fully private initiative, owned by small-, medium- and large-scale dairy 
farmers. As a cooperative, it has a clear ownership structure and governance. Following the 
cooperative principle of one vote for each member, both individuals and farmer organizations 
have the same representation capacity. In addition to the annual General Assembly, all cooperative 
members have access to technical advisory services, and internal mechanisms to express their 
opinion or file their claims. 

Technical advisory services are central for COLACTEOS to ensure members’ sustainable 
economic results and cooperative business. The advisory services make important contributions 
to enhanced dairy production, high milk quality, adequate farm management, farm profit and a 
growing cooperative working at national and international level. For all these reasons, internal 
advisory services are compulsory for members and provided on a regular bases, whereby costs 
are indirectly covered through membership fees and levies on milk sales to the cooperative. In 
parallel, specialized technical advisory services are offered at reduced prices for cooperative 
members through external support agencies. 

The relevance of COLACTEOS’ technical services is quite high through tailoring of the services 
to needs and demands of its members. A standard set of services is defined by the cooperative in 
order to ensure quality; additional specific services are based on requests of cooperative producers 
and are provided in an efficient manner coordinated by the cooperative. Members’ satisfaction 
with services is monitored through a regular annual survey, corrective measures are taken as 
needed.

In terms of effectiveness, COLACTEOS farm records, farm-level results and interviews 
with cooperative members confirm the quality and quantity of the technical advisory services. 
Furthermore, indicators used to monitor the quality of milk demonstrate a substantial improvement 
in recent years, which also substantiates the quality of the technical assistance. Although it is not 
possible to determine the real cost of the technical advice for the cooperative, the expenditures on 
technical advisory services corresponds to about 4% of total COLACTEOS annual costs.

As regarding the impact on dairy farms, technical advisory services are seen as vital to keep the 
business in the industry and are highly appreciated by cooperative members. In terms of economic 
return and productivity, the impact of technical services on farms seems to be relatively higher on 
small-scale farms than on larger farms.
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• The cooperative has no constraining links with any governmental organizations, and, therefore, 
does not depend on public funding, and changing governments. As such, COLACTEOS 
technical advisory services are fully financed by its members and managed by the cooperative 
and thus technical advisory services appear to be sustainable institutionally and financially. 

• COLACTEOS provides additional services to all members, such as access to financial services 
through two private banks. This institutional alliance opens an unrestricted use of credit for 
each cooperative member. The amount of credit depends on the contributions and savings 
of each cooperative member, or, depending on which of the two banks the user selects, the 
value corresponding to the milk that the producer delivers to the cooperative. This arrangement 
minimizes the risk to the bank and COLACTEOS to zero.  Hence, given that the credit is entirely 
guaranteed by each producer themself, the use of the credit is neither predefined nor monitored. 
Each producer can decide on the purpose of the credit according to their needs. This is a great 
advantage and implemented through non-bureaucratic procedures, resulting in COLACTEOS 
members abandoning the development funding system promoted and implemented by FINAGRO 
and Banco Agrario in Colombia, which have tight and predefined use of credits. 

• The cooperative’s decision to operate through agreements with private banks would seem to 
improve the conditions for large- and medium-scale producers while it would reduce the options 
for small-scale producers. The latter could obtain financing through the development credit with 
fewer guarantees, lower interest rates and higher amounts –relative to their invested capital- if 
they were willing to go through the slow and relatively expensive bureaucratic processes, which 
are associated with development credit.

• Given that contributions, savings or commercial records that guarantee credit, there is no direct 
relationship between the technical assistance provided by COLACTEOS to its members and 
access to financial services. However, there is a strong indirect relationship because the delivery 
of milk in quantity and quality is a function of productivity, which relates to the appropriateness, 
use and level of technology accessed, timeliness of services, etc. of the technical assistance 
programmes that the cooperative offers.

• The mechanisms for participation that members have in the cooperative do not offer room for 
a direct collective action of users before the banks that participate in the financing programme 
that COLACTEOS offers. The individualization of financing through the availability of 
contributions, savings or sales volumes also individualizes the corporate support and does not 
generate the conditions for collective negotiations.

• Technical advisory services available to cooperative members are not an exclusive mechanism 
offered by COLACTEOS. Other dairy cooperatives and organizations in Colombia follow the 
same model that incorporates the cost of technical assistance into the dairy products production 
cost, which is recovered by cooperatives in the quality and price of milk paid to producers. This 
model seems to be a response to a highly heterogeneous and competitive industry influenced by 
a large number of producers, difficult market conditions created by free trade agreements and 
high variability in milk quality. The model appears to generate producers’ fidelity behaviour and 
minimizes production quality variability through a mandatory technical assistance programme, 
which includes several technical factors to maintain both milk quality and quantity. 

• At the same time, this model is also a response to the absence of a national policy and effective 
programmes to provide technical and innovation opportunities for agricultural and animal 
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producers to reach and maintain competitive levels for the internal and external markets. 
Programmes to improve Colombian productivity seem to ignore the agricultural sector, which 
reduces technical advisory services to those large producers with the means to contract private 
technical services. The cooperative model implemented by COLACTEOS facilitates the 
participation of small- and medium-sized milk producers; although they must have the capital 
and production characteristics necessary to affiliate to the organization, adopt technical changes 
and maintain production standards required by the cooperative.

4.2. Lessons Learned
• Technical advisory services are crucial for accomplishing the objectives of COLACTEOS and 

its individual milk producers. Capacity to maintain high hygienic standards for milk quality, 
keep animal health within acceptable parameters, maintain average milk cow productivity at 
competitive levels with production costs at competitive levels; all these  are related to effective 
technical advice. 

• The cooperative and its services seem to yield very acceptable economic results for members 
and for the organization. An important characteristic is that all members have access to technical 
advisory services and that it has no direct cost to milk producers. COLACTEOS incorporates 
the cost of technical assistance into the dairy products, which constitute the central business 
model of the cooperative.
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• In the absence of national policies and programmes to support technical change and innovations 
for agricultural production, private initiatives seem appropriate and effective in building 
mechanisms to keep the industry in business. Individual producers within organizations capable 
of providing technical and marketing services accept ingenious financial instruments and 
production arrangements. Economic relationships with such producers’ organizations become 
crucial for milk producers; they include also other complementary services that producers 
incorporate into their business schemes.

• The generation of credit policies and execution of a financial service system to develop specific 
programmes and activities offered by government institutions seem neither sufficient nor 
attractive, if slow operating systems remain in place that take up to a year because of bureaucratic 
procedures, which considerably increase the real cost of credit. In addition, such systems enforce 
a restricted use of the financial resources and require supervision of expenditures. Even in the 
presence of considerably higher rates, some producers’ organizations choose to reach agreements 
with private financial entities that also require a high level of support from a cosignatory to 
minimize their risk. However, those private sources allow for unrestricted use of the credit, can 
grant financing within five business days and have the institutional support of the producers’ 
organization. There is no doubt that a review of the policies and public financial service system, 
its credit conditions and procedures, is required to adjust the financial institutions and their 
modus operandum and to improve their efficiency, which could change this way of operating.
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• The uncertainty regarding the effects of free-trade agreements and absence of effective 
compensation policies or incentives for the production of specific goods can constrain 
investment, regardless of the programmes and operational arrangements for financing and 
technical assistance. This lesson can be applied to any productive sector and takes on even 
more importance when it involves activities such as agriculture and livestock production. These 
high-risk activities face climate variations, cyclical price changes and their produce does not 
allow for a great deal of differentiation in practices in order to try to capture advantageous 
prices. Thus fat and protein content certification is associated with high-cost technologies and 
inputs, and competes with imported primary material, and have their own ranges of risk and 
uncertainty.

• In situations of threat or increased uncertainty, access to technical advisory services does not 
seem to be a factor that can offset the possibilities of losses of capital or ostensible disadvantages 
for competition. Even in scenarios in which the users themselves, in an institutional arrangement 
not modifiable in the short-term, receive technical advice, the disincentives to investment seem 
to be dominant in terms of preventing investment in agriculture and livestock companies, and 
in consequence decreasing the use of financial services offered.

• On a comparative level, access to credit from private sources (i.e. commercial banks) does 
not seem favourable to small-scale producers in comparison with what they could obtain 
from development credit sources, other factors being equal. Under these conditions, it is very 
likely that the motivation to pay to belong to a cooperative like COLACTEOS resides in other 
services or in the set of services provided, and not necessarily on access to credit. In fact, several 
informants, as their main motivating factors for being member, of COLATEOS speak about the 
importance of having a daily buyer, and technical services for maintaining production as well 
as the possibility of improving the quality of the animals through genetic programmes.  
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AnnEX Financial Conditions for standard FinAGro Credits, 2013

Beneficiary Type assets Maximum Credit 
Amount Re-discount Rate Interest Rate

Small-Scale Producer* Up to COP 85 477.50 Up to COP 59 834.25 DTF - 2.5 (ea) Up to DTF + 7 (ea)

And meets Conditions 
A or B

Medium-Scale Producer Up to COP 2.947 
billion

Depends on the 
project

DTF + 1 (ea)                    
Investment line  

DTF + 2 (ea)               
Work capital line Up to DTF + 10 (ea)

Large-scale producer Over COP 2.947 
billion DTF + 2 (ea)

MIPYMES Up to COP 17.600 
billion

Notes: *  Small-scale producer definition: 
                 Condition A) At least 75% of its assets are invested in the agriculture and livestock sector.  
                 Condition B) No less than 2/3 of its income comes from agriculture and livestock activities. 

DTF =  The fixed term deposit rate. It is a type of interest that is calculated using the weighted average of the rates and daily amounts of 
captures at 90 days for Term Certificates of Deposit of the financial intermediaries over the course of one week.   
DTF (EA) = 3.97% as of March 10, 2014.

Applies to other rural activities (handicrafts, mining, rural tourism, 
metals transfer and other precious stones).





FOOD AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS (FAO)
www.fao.org/nr/research-extension-systems/res-home/en

CA1232EN/1/08.18

ISBN 978-92-5-130893-6

9 7 8 9 2 5 1 3 0 8 9 3 6

The reform of extension systems towards pluralism and more demand-drive 
over the past decades and the shift towards Agricultural Innovation Systems 
went along with changes in financing mechanisms. This report is one of four 
case studies and a synthesis of these cases undertaken by the FAO Research and 
Extension Unit. The series documents innovative types of financing mechanisms 
for demand-led agricultural advisory systems and services in Denmark, Chile, 
Colombia and Senegal. 

A synthesis of the four experiences highlights the changes that have occurred 
due to the different financing models, and describes to what extent this has 
resulted in farmer empowerment and in more relevant, effective and sustainable 
services.

The Colombian case study illustrates the financing mechanisms used by 
COLACTEOS, the Nariño dairy products cooperative, to provide technical 
advisory and other services to its members. COLATEOS is a fully private initiative 
owned by small-, medium- and large-scale dairy farmers. The study outlines 
the financing of technical advisory services, how the producers participate in 
influencing the services and the effects on dairy production, processing and 
marketing. The cooperative incorporates the cost of the compulsory technical 
assistance into the price for dairy products, thus milk producers have only direct 
costs for additional technical advice. Finally, the case study draws out lessons 
learned that can inform producer organizations and policy-makers in other 
countries engaged in reforming financing mechanisms of their advisory services.


	COLOMBIA_EN_23 AGOSTO_2018.pdf
	https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-DP.aspx?language=S&CatalogueIdList=102846,4684


