Case studies on cooperative linkages




Cooperative linkages

 

Among the following case studies, five (Argentina, Burkina Faso, Costa Rica, Guatemala and Guinea) involve cooperatives who have developed agribusiness ventures with only limited external assistance. Other cooperative ventures (in Brazil, Guatemala, Fiji, El Salvador, Haiti, Kyrgyzstan, South Africa and two cases in Ghana) have benefited to a greater or lesser extent from external assistance, by governments, donors or NGOs. Despite this assistance, problems have been encountered. Loss of export markets and problems in obtaining payment from buyers highlight the risks associated with producing for export, as apparent in the Brazil and Ghana (2) case studies. Nevertheless, there have been many positive results in terms of offering new or higher-priced market opportunities.
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ARGENTINA:
San Juan Federation of Agricultural Cooperatives

The producers

The San Juan Federation of Agricultural Cooperatives (FECOAGRO) produces annual seeds of horticultural, floral and forage crops. The federation's administrative council develops a cultivation plan for each crop. Using this plan, each member cooperative allots the areas to be cultivated on the 430 ha held by members. Farmers deliver their produce to the cooperative, which, in turn, consigns it to FECOAGRO, which issues a provisional receipt. The harvested seed is transported to a FECOAGRO plant, where it is processed. 
The markets

Seeds are sold on the domestic and international markets, including Japan, the Rep. of Korea and emerging markets of Southeast Asia. 
The linkages

Samples of processed seeds of each lot are sent to a laboratory authorized by the National Seed Institute for testing. If the sample seeds are within the legal limits, a definitive receipt is issued for the lot, which is used to collect payment. The lot is then labelled and the seed is marketed. FECOAGRO participates in activities organized by the Argentine Agrarian Federation (FAA), such as national meetings of representatives of small- and medium-scale producers' organizations, and maintains close linkages with the National Institute of Agricultural Technology (INTA) and the Credicoop Bank. Linkages with both the Rural Agricultural Network (REDAR) and the Cooperative Program for the Development of Rural Agroindustry (PRODAR) in Latin America and the Caribbean facilitate participation in international trade fairs. 
Training and support services

FECOAGRO participates in training courses organized by the San Juan National University's School of Social Sciences and maintains close links with the provincial cooperatives office for logistic, legal and institutional support. 
The results

Seed production generates an estimated 300 jobs for approximately five months of the year. The 100 percent commercialization of production through the second-tier cooperative organization has been decisive in making FECOAGRO the only beneficiary of the Law of Industrial and Agricultural Promotion, which targets small-scale farmers. 
Lessons and distinct features

Because it is a cooperative, FECOAGRO does not pay taxes on earnings. The federation redistributes surpluses among members, who pay taxes if their income exceeds the established maximum. A major limitation was Argentina's economic crisis - FECOAGRO's production is sold in pesos on the depressed local market, which has little purchasing power, whereas it must buy inputs in dollars. 
Source: "Alternatives to improve negotiation and market access capabilities of small-scale rural entrepreneurs in Latin America" by P. Santacoloma and H. Riveros - AGSF Working Document No. 4 (FAO. 2004) 
BRAZIL:
CEPEMA and the Projeto Café ecológico, State of Ceará

The NGO and the farmers

Created in 1990, the CEPEMA Foundation is an NGO that is part of the international network "Land of the Future", based in Stockholm. Its main activities include professional training in agroecological practices, cooperativism, associativism and popular education. CEPEMA initiated the Projeto Café Ecológico in 1995 in rural communities in the Baturité mountain range of Ceará state. The project currently involves 158 producers, of which 110 are certified as organic producers. Farmers are organized by the Association of Ecological Growers of the Baturité Mountains (APEMB) and the Mixed Cooperative of Coffee Growers from the Baturité Mountains (COMCAFE). 
The markets

Initially, Baurité coffee was exported to Sweden as a specialty product - i.e. organic shade-grown coffee from the Atlantic Forest of Ceará - following the principles of the fair trade market. 

The linkages

The first shipment of ecological coffee, directly to the Swedish roaster Classic Kaffe, was made in 1997, through an agreement between CEPEMA, APEMB, the Swedish Society for Nature Conservation, the Land of the Future international network and the State government of Ceará. The marketing strategy focused on offering shaded coffee which the roaster blended with other types of shaded coffee from Central America. Organic certification of produce was made by a Swedish agency and the Biodynamic Institute for Rural Development of the State of São Paulo. Sixty women from the community were employed in coffee selection. By trading directly on the international market, growers received US$160 per bag at a time when market prices ranged between US$100 and US$110. However, the partnership between Baturité growers and Classic Kaffe lasted only three years. Following a steep drop in international prices, Classic sought to reduce costs. Competition among organic coffee producers also intensified. Attempts to link to another organic coffee buyer in North America failed owing to high costs of marketing, in particular the cost of organic certification. In response, a broader project now envisions the creation of a network to sell organic products, including fruits and vegetables, to help meet certification costs. Another proposal is to add value by roasting coffee locally. 

External assistance and training

Funding for the project came from the Swedish Society for Nature Protection and from “Land of the Future”. Some funds have also been channelled through the National Fund for the Environment (FNMA/MMA) of Brazil's Environment Ministry, as part of an educational program focused on sustainable development of areas of the Atlantic Forest. To improve coffee growers' productivity and enhance biodiversity in areas where shade coffee is grown, COMCAFE distributed 150 000 seedlings of native species and coffee cuttings to farmers. Technical visits to farms by Agents for the Development of Ecological Agriculture, trained by CEPEMA, helped foster new practices and ensured the commercial and ecological quality of the coffee. 

Features

It proved possible, at least temporarily, to increase returns to farmers, albeit with significant external support. Organic certification is a thorny problem - in addition to being a costly process for small farmers, some certificates are not adapted to the region's agroforestry production systems. Also, certification imposes a technological package on growers, e.g. obliging them to use animal manure in fertilization. In the case of Fair Trade, certification requirements enormously restrict the number of hectares per farmer. 
Source: Alianzas Productivas: Estudio de Caso - "Actions to promote sustainable development: The case of Baturité shaded coffee, State of Ceará, Brazil" (FAO/RLAC, 2001) http://www.rlc.fao.org/prior/desrural/alianzas/pdf/norico.pdf 
BURKINA FASO: Creation of a secured and self-managed market by rice farmers of the Mogtédo Cooperative 
The producers

The Cooperative of Mogtédo unites around 380 rice producers. The Cooperative was created in the 1960s and at that time it was managed by the state services. In the 1980s, after the liberalisation of markets and cooperatives, the Cooperative and its producers tried several solutions aiming at selling the rice by themselves. At the end of the 1990s, after several failures, the producers embarked on reorganising their cooperative and developing services to facilitate marketing and improve sales. 

The market

For some time, the Cooperative of Mogtédo tried to sell rice directly in urban markets (Ouagadougou and neighbouring towns), bypassing intermediaries. However, members were dissatisfied with the results and thus this system was abandoned. Today, producers sell their paddy themselves, thus receiving their revenues directly. 

The linkages

The farmers sell their rice directly to local women (who are often their own wives). The women process the paddy into white rice (parboiled) and sell it to traders who come from outside the village. It is important to note that, as a matter of policy of the Cooperative, no paddy can be sold outside the village (the objective is to increase added value at local level). 

The prices for paddy are negotiated at the Cooperative level (taking into account the national price variations). After the processing, all the local women sell the processed rice on the local market at one locality. The objective of this is to gather all suppliers, for more transparency on the market. 

The cooperative does not buy rice. However, it does get rice from farmers in return for services provided such as input supply, irrigation tax and weight control. The Cooperative uses this rice to balance the supply on the market.

The results

Through the services and support of the Mogtédo Cooperative, farmers are able to: 

· Produce good quality 

· Ensure continuous and constant supply 

· Obtain a realistic price when compared with prices on the national and local markets. 

As well there has been an increase in income for women doing the processing. Buyers are satisfied with good quality and regular supply and waste less time buying the rice (one place at one market). 

All of the agricultural advisory services are self financed by the producers (reimbursement of inputs, added value on rice selling).

The lessons

The lessons learned from the approach of the Mogtédo Cooperative are as follows: 

· Strong cohesion obtained after negotiation between the farmers. 

· The market organisation has been discussed and accepted by the authorities who help to supervise whether producers abide by the rules and regulations of the local market 

· Interest of both producers and buyers are taken into account. Strong involvement and interactions of all stakeholders (producers, women, local authorities, buyers), makes the market function in a smooth manner.

Source: Neuchâtel Initiative/Inter-réseaux (Patrick Delmas and Anne Lothoré)
COSTA RICA:
Dairy Production and Industrialization Association (APILAC) 

The producer

APILAC produces a wide range of dairy products, principally long-life milk, which represents an estimated 41 percent of sales, powdered milk and ice cream (25 percent), yoghurt and custard (20 percent) and cheese and fresh milk. Currently, APILAC buys milk from 136 small- and medium-scale milk producers, of which 79 are APILAC members, in the Pérez Zeledón zone and the southern region of the country. Producers own dairy farms with eight to ten cows, and deliver an average of 65 litres of milk daily. Members give six percent of their production to the company in order to build capital savings, which is used to fund operations. APILAC employs the latest technology and has a processing capacity of 20,000 litres per day. The plant is currently operating at 47 percent capacity. 
The markets

Dairy products are widely consumed in Costa Rica, with annual per capita consumption at 152 kg, the highest in Central America. The market for dairy products is growing in Central America and the Caribbean thanks to improved quality, and the application of quality standards for raw materials. 
The linkages

APILAC and the organizational and productive structure that supports it do not have specific linkages or chains in the region, other than those associated with procurement of milk and manual labour, and informal linkages with private businesses, public institutions, academia, NGOs and community-based organizations, in accordance with the different areas of company development. Agricultural and veterinary inputs, such as refrigeration and milking technology, are mainly imported, as are pulp for the production of beverages and some ice creams and concentrates. Improved feed is purchased locally from Servicios Científicos Agropecuarios, which imports many of its products. 
Training and support services

Loans are available for production, with favourable conditions for producers, through the company's agreements with Banco Popular and the Counterpart Fund. APILAC provides education and training of human resources in the areas of dairy farm and pasture management, milk collection and business management. 
The results

The company has a solid market position. Thanks to its supplier-members who work near the large-capacity plant, it has grown in terms of sales volume and is now the third-largest company in the regional market. It has comparative advantages in terms of distance and transport costs. APILAC offers its members a guaranteed market, which generates stable family income at a time when the coffee sector is stagnating. APILAC has generated direct and indirect employment and increased alternative income for an estimated 2 200 people. 
Lessons and distinct features

APILAC has promoted the development of production units of small- and medium-sized producers through guaranteed demand, fair prices, provision of complementary services and access to mechanisms of participation and decision-making. 
Source: "Alternatives to improve negotiation and market access capabilities of small-scale rural entrepreneurs in Latin America" by P. Santacoloma and H. Riveros, AGSF Working Document No 4 (FAO, 2004)  

EL SALVADOR:
Agroindustrial Cooperative Society (SOCOAGRO) 

The producers

The Agroindustrial Cooperative Society (SOCOAGRO) promotes the cultivation of Tabasco peppers and their collection and processing to prepare an intermediate product, chili paste. Members plant a total of between 21 and 38 hectares per year, with the average production plot measuring 30 sq m. The cooperative receives the raw material at its plant, where quality is verified before grinding. SOCOAGRO is also responsible for marketing the product. It has registered the trademarks of its Techan and San Andrés hot sauce brands and obtained the corresponding health certificates. 
The markets
Hot chili paste is sold wholesale on the domestic market to large companies such as McCormick of Central America. Retail marketing takes place through negotiations with coffee shops, restaurants and other businesses. 
The linkages

The SOCOAGRO Cooperative purchases 100 percent of the production agreed upon with primary producers provided they meet quality requirements. Prior agreements are made on the area to be planted, and payment is made 15 days after the product is received. With regard to the international market, the society participates in the Export Platform Program, which provides access to the agro-food trade fair in Vancouver, Canada. Product samples have also been sent to Japan, Nicaragua, Germany and the US. Linkages between producers in the chain can be formal or informal. Sometimes, producers sign purchase-sale agreements, specifying the quality required; alternatively, they can sign letters of intent of purchase. 
Training and support services

SOCOAGRO is part of the agro-industrial cluster that has received support since its inception from the Department of Agribusiness of the Ministry of Agriculture and Livestock. Linkages between SOCOAGRO and international cooperation agencies - such as the Canadian Government, the El Salvador Canada Fund and the Canadian Hunger Foundation - have resulted in the donation of capital investment funds, working capital and credit for producers. The El Salvador-Canada Development Fund has supported SOCOAGRO activities through commercial contacts, many of which have resulted in new clients. 
The results

Thanks to these linkages, it has been possible to generate between 20,000 to 25,000 workdays per year. Phytosanitary management has improved through the proper use of pesticides, while irrigation systems have been automated. Distribution companies for irrigation equipment have begun to train producers in irrigation management and efficient water use. However, during 1999 and 2000, SOCOAGRO faced difficulties because of falling sales, and high financial and administrative burdens of that time caused deficits, which continue to be carried over. 
Source: "Alternatives to improve negotiation and market access capabilities of small-scale rural entrepreneurs in Latin America" by P. Santacoloma and H. Riveros,  AGSF Working Document No. 4 (FAO, 2004) 
FIJI: Case Study Papaya
The farmers and the cooperative

Papaya has been identified as a crop with the potential to be very profitable for smallholder and commercial farmers in Fiji. However, small farmers have been facing several constraints in this chain: highly restricted quarantine regulations/requirements, food safety and quality requirements, expensive inputs, small dispersed land holdings with difficult access to the road network, competition from larger countries, and poor communication and information sharing among value chain actors.

Nature’s Way Cooperative (Fiji) Ltd. (NWC) was formed in 1995 to undertake mandatory quarantine treatment on behalf of Fiji’s fruit export industry. The company has over 120 shareholders, made up of growers and exporters. The vast majority of the shareholders are small farmers who, without the services provided by NWC, would not have access to export markets.

The market
While papaya farming has traditionally been considered a domestic garden activity in Fiji it is now emerging as an important export commodity, offering the opportunity for sustainable income and employment in the rural areas. In addition, a domestic market for the Fiji red papaya has emerged that works through sales channels such as hotels, restaurants, market vendors and supermarkets.

The linkages

Based on the increasing demand for papaya, NWC managed to mobilize stakeholders along the value chain, including input suppliers, growers (11 larger papaya farmers and 100 small farmers), transport agents, and exporters (4 major export companies). In addition, a number of domestic buyers compete with exporters for the produce. 

NWC owns and operates a quarantine treatment facility. The customers of NWC’s quarantine treatment services are its shareholders – the exporters and growers of fresh fruit for export. Without this service they could not export.
There is no government interference in the operations of the business. The role of Government has been confined to the initial provision of capital and in the carrying out of core quarantine functions. Since NWC has, meanwhile, attracted donor funding and retained Government support, different project initiatives are now being coordinated by a group of stakeholder representatives, who meet regularly. 
The results 
NWC facilitates linkages to the group of exporters, who offer an excellent and feasible market entry opportunity for small-farmers into the papaya chain for “Fiji Red” papaya. There has been an improvement of the industry’s competitiveness and an increase of the volume of produce sourced from small farmers. Since NWC commenced operations in 1996, approximately $15 million
 have been generated in foreign exchange earnings, of which nearly $6 million have been paid to farmers. Currently NWC annually generates around $2million in export earnings and $800,000 in farmer income. Because of the capital investment made by NWC a threefold increase in export earnings and farmer income is now feasible. The total direct employment generated by NWC is estimated to be around the equivalent of 530 full time jobs.
The lessons

A good manager and well skilled mediator is needed to bring together (and keep together) stakeholders to work on a commercially viable and competitive value chain.

An important aspect of the success was the ability to offer quarantine treatment. Facilities had to be well run and throughput had to be adequate for the facility to be commercially viable.

Source: Heiko Bammann and Maria Lee, FAO
GHANA (1):
Afife Rice-Vegetable Irrigation Cooperative Farmers and Marketing Society 
The farmers

The Afife Rice Irrigation Project was established by the Ghanaian Government in 1982 at Afife, in Ghana's Volta Region, and is managed by Ghana Irrigation Development Authority (GIDA). In all, about 880 ha of land are being cultivated by 800 farmers who are organized into five cooperatives. Cooperative formation was initiated by GIDA, which asked the Department of Cooperatives to provide the farmers with training. The umbrella Afife Rice-Vegetable Irrigation Cooperative Farmers and Marketing Society (ARVICOFAMS) was formed in 1996. The society's steering committee is made up of two representatives of each cooperative, together with GIDA management. 
The linkages

Since the formation of ARVICOFAMS, GIDA has facilitated the establishment of linkages between the society and other agribusiness enterprises. To ensure prompt and bulk supply of inputs, the society purchases fertilizers and herbicides on credit from Wienco, an agro-chemical company, with repayment made after harvest. The Agricultural Development Bank (ADB) also provides loans and in some years procures fertilizers for the farmers on credit. In 2001, GIDA facilitated links between the society and House of Remma, a rice processing and marketing company. Farmers receive loans from the ADB, and deliver the equivalent of the loan in paddy to House of Remma, which is financed by the same bank. Farmers then have the option of selling any surplus paddy to the company or finding other outlets. The price of paddy is agreed upon between the co-operatives and the processing company at planting. The society also deals with a packaging company that supplies sacks in bulk on credit. 
Training and support services

Through the GIDA, the Ministry of Food and Agriculture provides irrigation services and technical advice on crop husbandry practices and Integrated Pest Management (IPM). Research institutions also provide improved rice seeds. These technical services contributed to yield increases from about 4mt/ha in 2000 to 5mt/ha in 2001. The Ministry also offers farmers tractors and power tillers on concessionary terms. Farmers are expected to pay 40 percent of the cost of a tractor or power tiller "up front", and pay the balance over two years. 
Lessons and distinct features

The society benefits from a guaranteed market for its produce at the project site and better prices, which have resulted in higher income levels. Evidence of improved income status includes improved housing and schooling of members’ children. Cooperative members now see farming as a business rather than "a way of life" and there is wide participation in decision making among members through regular meetings. Relations with suppliers and marketing outlets are good thanks to timely delivery of inputs and prompt payment of farmers for their produce. 
Source: "Farm-agribusiness linkages in Ghana", by Angela Dannson - a report prepared for FAO, 2002 
GHANA (2):
The Sampa Jimini Zongo Cooperative Cashew Processing Society 

The farmers

The Sampa Jimini Zongo Cooperative Cashew Processing Society was established in 1994 with the help of Technoserve, an American NGO, in the town of Sampa in the Brong Ahafo Region of Ghana. Technoserve encouraged the farmers to form the society in order to process their raw cashew nuts into kernels, which attract better prices. The society has 55 members and employs a factory manager, two assistants and 16 workers. The society has elected executives and operates on the guidelines of a cooperative. Dues are promptly paid and meetings are held regularly. Contributions from members were used to purchase processing equipment (cutters, boilers and an oven). 
The markets

Cashew was introduced into Ghanaian agriculture in the early 1980s. Originally nuts were sold to buyers from Cote d'Ivoire, at low prices. In the early 1990s Ghanaian companies began purchasing nuts for export. Cashew nuts processed by the society are currently sold to a company in Accra, which provides final processing and export to international markets. 
The linkages

Farmers supply the society with raw nuts for processing. The society, in turn, trains the farmers in treatment and drying practices that produce good quality nuts. The society provides no credit or input assistance to farmers, but does offer higher prices and spot payment (other buying companies postpone payment until a later date). These purchasing strategies have ensured a regular supply of raw nuts to the factory and have also built trust between the farmers and the society. The linkage between the processing society and the company was facilitated by Technoserve in order to ensure a ready market for the society's products. The linkage is strengthened by the fact that the processing society owns shares in the company. 
Training and support services

Ghana's Department of Cooperatives provided the society's members with training in cooperative organization and operations. Technoserve sponsored training in Nigeria for a member in cashew processing, facilitated linkages with farmers and with the company, and helped the society to acquire locally manufactured equipment. 
The results

Operations began in the year 2000, when four metric tonnes of raw nuts were processed into 1.14 tonnes of kernel (a recovery rate of 28.5%). Between 2001 and 2002, some 15 metric tonnes of raw nuts were purchased and processed. Unfortunately, in 2002, the company experienced problems with marketing of the kernels which delayed payment to the society. As a result, the society has sought other sales and marketing outlets in Tamale and Accra. 
Lessons and distinct features

Technoserve played a key role in establishing the society and in facilitating linkages with farmers and marketing outlets. The society has been strengthened by the commitment and hard work of its members who, in return, have enjoyed increased levels of income. The benefits of the society's operations include premium prices paid to farmers and employment given to the youth in the area. 
Source: "Farm-agribusiness linkages in Ghana", by Angela Dannson - a report prepared for FAO, 2002 

GUATEMALA (1):
Unión Cuatro Pinos, Santiago Sacatépequez 

The producers

Members of the Unión Cuatro Pinos are small-scale farmers with plots ranging from a 0.3 ha to around 2.25 ha. Cooperative members pay a membership fee of US$3.10 and must be producers who reside in the area. The agricultural produce - mainly vegetables - that is processed and marketed by the Cuatro Pinos Cooperative comes from member producers (80-90 percent) and intermediaries (10-20 percent). There are local collection centres, overseen by a manager and two or three assistants, in each of the eight communities that participate in the cooperative. Members pre-select, weigh and store their produce at the collection centres and the amounts received are registered. The cooperative headquarters has a central collection centre and a plant for postharvest operations, including pre-freezing, grading, cleaning and storage. 
The markets

The Cuatro Pinos Cooperative exports fresh vegetables to the US and the UK. The main export products are green beans, zucchini squash, artichokes, pimento peppers, tree tomatoes and snow peas. Snow peas are the "star product" of the cooperative, and the Cuatro Pinos Cooperative was the first company to ship snow peas to export markets. 
The linkages

The cooperative makes production contracts with its members during the distribution of seeds, which it controls. The produce is transported from the cooperative to the shipping ports in 30,000-pound capacity refrigerated vans. There are currently four or five buyers in the USA and Europe, with whom the cooperative works through verbal agreements or non-legalized letters. No formal contracts are made with buyers abroad. 
Training and support services

For the first 14 years, the cooperative received a non-reimbursable seed fund and technical assistance from a Swiss group that organized the cooperative. Cuatro Pinos has benefited from institutional support and soft investment loans. It buys imported seeds from a local company and sells them directly to members. 
The results

The cooperative has generated more than 250 jobs and has contributed to a 400 percent increase in income per family, leading to improvement in the health and nutrition of the population. There are also a number of non-tangible benefits, such as improved relations among community residents, greater knowledge and more cultural activities. 
Lessons and distinct features

The cooperative has been strengthened by the commitment of its members, good leadership, an assured market and the rise in non-traditional exports in Guatemala. Limiting factors include the lack of documentation regarding the initial objectives of the cooperative project. 
Source: "Alternatives to improve negotiation and market access capabilities of small-scale rural entrepreneurs in Latin America" by P. Santacoloma and H. Riveros  AGSF Working Document No. 4 (FAO, 2004) 

GUATEMALA (2):
El Limón Cooperative, Moragán 

The producers

El Limón R.L. Cooperative, located in Marajuma village, Moragán, produces sun-dried dehydrated creole lemons, which are used in teas and jams thanks to their high pectin and citric acid content. Each member has a cultivated area ranging from 14 000 m2 to 35 000 m2. Production is also obtained from 115 producers who are not members. The cooperative provides technical assistance to producers, both members and non-members, in the establishment and management of plantations. 
The markets

Buyers are usually large exporters who prefer the cooperative's product because of its quality. Dehydrated "jumbo" lemons are sold on international markets. The US market prefers lemons of an orange-brown colour, while the Asian, European and Middle East markets prefer dark brown or black dehydrated lemons. 
The linkages

Member producers are required to deliver their entire harvest to the cooperative. Producers who are not members have no legal or verbal agreement but, if they agree to sell their produce to the cooperative, benefit from technical assistance, payment on delivery, good prices and fairness in determining weights. Although the region has five companies that dehydrate creole lemon, most producers prefer to sell their harvest to the cooperative. As a market expansion strategy, the cooperative has recently participated in commercial missions to other countries of the region and has joined the Association of Non-traditional Exporters of Guatemala (AGEXPRONT) in an effort to increase its marketing capacity and to obtain the necessary experience to export directly. To date, the cooperative has had only one unsuccessful experience with direct export, when it did not receive payment for the product until two months after delivery. 
The results

The cooperative has had a major impact on the local market price of lemons. When it began its activities, the price was approximately US$0.07/kg; it has since risen to US$0.27/kg. 
Lessons and distinct features

Part of the Cooperative's success is due to the stability of lemon prices in the region. This was made possible because members deliver their produce on consignment in exchange for a good price. Moreover, the cooperative has expanded its infrastructure and built cellars for storing lemons in two localities. A major limiting factor is the cooperative's lack of experience in direct export. In addition, the cooperative has been unable to market new products it has developed (iced tea ready for consumption and tea bags) because it still lacks a sound business or marketing strategy. 
Source: "Alternatives to improve negotiation and market access capabilities of small-scale rural entrepreneurs in Latin America" by P. Santacoloma and H. Riveros- AGSF Working Document No. 4 (FAO, 2004) 
GUINEA: The commercialization experience of the Macenta Banana Producers Union (MBPU)
The farmers 

Macenta is located in the forest region of Guinea-Conakry, where the climatic conditions are very favourable to the cultivation of banana. Most growers produce their bananas in isolation, selling to collectors, who only buy small quantities at highly variable prices. Faced with this situation, the producers in the Macenta Prefecture decided to take action in 1995 and started to look for ways to facilitate the flow of products to the market. At the end of 2001, the Macenta Banana Producers Union (MBPU) was officially created. Shortly after, the Macenta Banana Merchants Association was established, with support and encouragement from MBPU.

In 2007, MBPU had 2750 members, of which 1938 were men and 612 were women. There are lots of merchants in the Banana Merchants Association, but those who have regular dealings with MBPU numbered around 35 in 2007.
The markets

The bananas are sold through the traders in Guinea’s capital Conakry. Recently, MBPU has also searched for other outlets both in Guinea as well as in Mali and Senegal.
The linkages

After some experiments that tried to circumvent local merchants, it was apparent that the development of the system would have to be done in partnership with regular local buyers. MBPU set up a partnership with the association of banana merchants on the ground. Both parties meet to discuss prices three times per year. Every Thursday, the Banana Merchants Association meets at the office of the MBPU to discuss the quantity that will be delivered to Bamako, Dakar, and Conakry. Once the advance is paid and the bananas are ready, the producers weigh them in front of the merchants and collect the remaining balance from the buyers. The balance is then paid. 

This has evolved into a kind of miniature commodities market for Macenta bananas, with regular negotiation of prices and planning of marketing between producers and merchants from Conakry.  

The results

The banana marketing system has had a number of positive impacts on the producers of MBPU:

· Unit price has improved from 46 FG to 88 FG/kg. Also, higher volumes are sold now than before. Thus, the overall income of producers has increased.

· MBPU was able to make a request to INADER (Institut National pour l'Appui au Développement Rural) to assist the union in helping to increase literacy among the producers: During a period of 18 months, about 600 students were taught in ten different centers. 

For the Macenta Banana Merchants Association the principal difficulty is transportation. It is therefore an advantage for them to be able to buy bananas in large quantities at one time. A challenge for the merchants is that they have not been able to convince the merchants in Conakry to use the weight system developed in Macenta. Therefore, they are not able to easily estimate the return on their investment.

The lessons

· The MBPU is an interesting example of the effective organization of producers, with a well-planned marketing strategy to address the difficulties of marketing and intensifying the production of banana in a new market. It is a dynamic economic force, which has established its own rules, along with a trade agreement between associated local merchants. 
· The union is dynamic and transparent. The dynamism of MBPU has motivated merchants to organize as well. MBPU is seeking to improve transparency between themselves and the Merchants Association.

· When the marketing system was established, the responsible people at MBPU decided to limit the area covered by the Union to a radius of 35km from Macenta, thus not the whole Prefecture. This is an important success factor since it allows maintaining regular and fast information flows, building trust and keeping farmers’ groups committed.

· Challenges: Transportation to the market remains difficult due to the low quality of roads, an issue that goes beyond the capabilities of the two associations. Also, they have no stocking area or ventilated warehouse to keep products in reserve to sell at a later date. Moreover, there is the problem of literacy: approximately 80% of associates are illiterate. Finally, the quality of the product needs to be improved because the transportation does not keep the banana in a competitive state. 

Source: Patrick Delmas and Anne Lothoré, “Accès au marché et commercialisation de produits agricoles: Valorisation d’initiatives de producteurs”, Inter-résaux, 2009
HAITI:
Fédération des Associations Caféières Natives 

The farmers

Traditionally Haiti's leading export commodity, coffee is grown by hillside peasant farmers on small plots and provides income for more than 200,000 farm families. At least 90 percent of exports are "natural coffees", which are processed simply by drying and milling. Competition, mainly from Brazil and Viet Nam, led to a drop in Haiti's coffee exports from $25 million in 1998 to less than $4 million in 2002. Haitian producers had few options other than to move into the specialty coffee niche. But to enter that market, they had to address both quality issues and the fact that international consumers typically prefer washed coffee (involving mechanical depulping, partial fermentation and cleansing in fresh water). This led Haiti's Fédération des Associations Caféières Natives (FACN) to create a new brand of premium washed coffee, Haitian Bleu. 
The markets

Currently, nine roasters (in Denmark, France, Germany, Japan and the US) have contracts to buy Haitian Bleu on a multi-year basis at a fixed price (now roughly three times the current open market average price). 
The linkages

In the early 1990s, USAID helped organize peasant associations to manage and operate new wet processing stations, and assisted them in forming the FACN, which mills, blends and exports coffee produced by each individual association. FACN's Haitian Bleu initiative aimed at selling coffee directly to end-use specialty roasters without going through a broker, and offering a unique brand of coffee that would command a high price. FACN commits not to sell Haitian Bleu to other roasters in the geographic territory of each exclusive distributor, and roasters agree not to resell unroasted green Haitian Bleu. This prevents the development of a secondary market in Haitian Bleu, with the attendant dangers of adulteration and counterfeiting. The farmgate price FACN farmers receive from their local association varies from association to association, depending on factors such as the ratio of exportable to non-exportable coffee produced by the association, the percentage of its exportable coffee that qualifies as Haitian Bleu, and expenses incurred at the wet processing stations. However, the farmers whose associations produce the best coffee receive prices extremely high by world - and astronomical by Haitian - standards. For example, farmers who sell most or all of their output as Haitian Bleu can make almost $1.02/lb. at the farm level, at a time when the average New York Board of Trade "C" contracts price for finished green coffee was less than $0.60/lb. 
Training and support services

The Federation's wet processing infrastructure was funded by the Inter-American Development Bank, USAID and other donors. In 2001, the Hillside Agricultural Program (HAP), became the third USAID project to work with FACN and helped the federation address institutional blockages and its incentive structure. HAP instituted a grant system that rewarded farmers for high-quality product, and sponsored cupping training to develop FACN's internal quality control capacity. FACN staff now screen and blend coffee without sending samples overseas, and even sell cupping services to other producers and exporters. HAP also assisted FACN in developing a new financial accounting system, reorganizing its internal structure, and tapping commercial sources of working capital. 
The results

Between 1996 and 2001, FACN export volumes averaged less than 50 tonnes a year. Following structural reforms in 2001, volumes increased to 180 tonnes in 2003/04, and value from $160,000 to $600,000. Thanks largely to Haitian Bleu, FACN is the driving force behind the only positive trend in Haitian coffee: in 2002, FACN accounted for more than 12 percent of total Haitian coffee export values. 
Lessons and distinct features

Initially, the Haitian Bleu program faced some internal institutional and financial issues stemming from confusion between the organization's origin as a subsidized development project and the need for its role to be that of a going concern. In addition, FACN's financial structure did not encourage quality control or efficient cost management - until 2001/02, farmers perceived no link between coffee quality and financial reward. In 2001 FACN revised its internal financial structure to have the Federation charge member associations a fixed rate per volume of coffee processed and exported, and to devolve all sales revenues directly to the member associations. In this way, quality problems have a direct impact on that association's bottom line. 
Source: "Haitian Bleu: A Rare Taste of Success for Haiti's Coffee Farmers", Development Alternatives, Inc.
KYRGYZSTAN: Organic Cotton Production and Trade Promotion Project (BioCotton)
The producers: 

The Bio Farmer Agricultural Commodity and Service Cooperative (ACSC) organizes production and processing of organic products. The main crop is cotton, but also wheat, sunflower seeds, sunflower petals, vegetables, beans, and medicinal and aromatic plants (MAPs) are produced in Jalalabad district of South Kyrgyzstan. About 800 small farmers are registered as members and deliver their produced crops to the Cooperative. The Cooperative organizes production, processing and delivery of the products to processing sites as well as exporting and marketing. The highest body of the Bio Farmer ACSC is the General Assembly of farmer representatives, which elects the Board and appoints the Executive Body. The Executive Body is headed by an Executive Director and consists of Production, Marketing and Administrative Units. 

The market:

The international value chain for organic cotton is well established and partners along the chain have been collaborating since 2004. Kyrgyz bio cotton is purchased by the German Textile Company Elmertex and further processed into bathrobes, slippers, towels, etc. Market demand for rotation crops like wheat, MAPs, sunflower (seeds and petals) and vegetables on domestic and export markets has been identified and is being further explored. 

The linkages:

The Bio Farmer ACSC works in close collaboration with its main partner the Bio Service Public Foundation, a local service provider for the internal control system (ICS) and for certification. Other local partners are the organic certified cotton processing ginnery, Inter Cotton Group, organic cotton seed farm and a Micro-Financing agency AgroCreditPlus. Efficient partnerships are established with international value chain stakeholders and supporters such as Elmertex; Reinhart, a Swiss cotton exporting company; Triodos Bank in Netherlands for harvest pre-finance and Indocert – an Indian Organic Certification Agency. One major partner remains the BioCotton Project of Helvetas, the Swiss Association for International Cooperation which started bio production in Kyrgyzstan in 2004 and subsequently assisted in establishing Bio Farmer ACSC as well as Bio Service Public Foundation. The BioCotton Project supports the local organizations in institution building, organizational development and market linkages.

As regards rotation crops, linkages are developing as well, but the process is at an earlier stage. In particular for the sale of wheat, the second biggest crop after cotton in terms of production area, negotiations are ongoing with a foreign buyer of Organic and Fair-Trade flour.

Training and support services:

Organic farming is quite a new concept in Central Asia and this BioCotton Project was a pilot project on organic production. Therefore, training and consultancy on Organic Farming for farmers is of utmost importance. Training and support to farmers for production, processing, export and marketing is delivered by the Cooperative of Bio Farmers. 

The results:

Altogether about 10 permanent staff and 20 freelancers out in the villages are employed in two organisations to run the bio production. In 2009, about 800 farmers involved in the ACSC altogether produced 200 tons of cotton fibre for export (50% of it certified bio), despite a rather difficult market situation related to the world market crisis. Pilot production of sunflower (for seeds and petals), wheat and MAPs was launched and buyers and producers all are looking forward for further production increases.

Lessons and distinct features:

On the background of world economic crisis in 2009 production of organic cotton shrank by 30% compared to 2008. The lesson learnt was that diversification of both production and marketing channels is essential for economic sustainability. Matching market demand and production in a fast changing business environment requires quick and flexible response from producer organizations.

Source: Jyldyz Abdyllaeva, Programme Specialist, Helvetas
SOUTH AFRICA: Ezemvelo Farmers’ Organization: South Africa’s first group of organic-certified smallholders
The farmers

The farmers in this case study comprise all 151 members of the Ezemvelo Farmers’ Organization (EFO). These growers have very small farms, with the area of cropland averaging just one hectare per household. This is fairly typical of the communal areas in the coastal hinterland of South Africa’s KwaZulu-Natal province. Average per capita cash incomes are slightly lower than US$2.00 per day. Most of this cash income comes directly or indirectly from wage earnings, state pensions and welfare grants. Food is produced largely for subsistence purposes and farming is an important livelihood strategy for these households. The main crops grown are maize, dry beans and potatoes. Other crops include sweet potato, amadumbe (taro), bananas, chillies, groundnuts and some sugarcane. In 2002, EFO became South Africa’s first group of small-scale farmers to achieve organic certification. EFO has benefited from transport, fencing materials and cash (to pay for organic audit and certification) provided by the National Department of Agriculture, and  information and technical advice provided by the University of KwaZulu-Natal.
Markets

EFO pools and sells amadumbe, baby potatoes, sweet potatoes and green beans grown by its members to a privately owned pack house that markets fresh organic produce to a national supermarket chain. Membership expanded rapidly from an initial 48 smallholders in 2001 to 151 members at the time of the study in 2004. By that time, the initial 48 members were fully certified organic farmers - having been endorsed by AFRISCO
 as satisfying their certification requirements - and the remaining 103 members were partially certified. These partially certified members did not yet have access to the organic market and therefore sold their produce informally to neighbours, hawkers and local traders. 

Linkages

There are two critical linkages in this organic supply chain - the relationship between members and the EFO, and the supply contract between the EFO and the pack house. The link to the pack house was initiated and facilitated by a staff member at the University of KwaZulu-Natal. Members manage their own plots and may deliver produce required by the pack house if their farming practices satisfy AFRISCO’s requirements for organic certification. Compliance is monitored by external auditors and by the EFO’s own inspectors. However, the relationship between members and their organization also depends on the institutional arrangements adopted by the organization. In particular, rules about voting and benefit rights serve to encourage or discourage members from financing assets needed to improve their collective business. The case study paid close attention to these institutional arrangements and to the supply contract with the pack house.

Results

The study found that organic production was an attractive option for growers and that it improved food security through increased production, higher incomes and more diverse and nutritious diets. These gains were achieved despite the usual problems that constrain agriculture in South Africa’s communal areas (for example, a lack of information, inadequate infrastructure, low levels of liquidity and limited opportunities to expand production owing to the absence of a rental market for land) and despite the additional demands that organic production make on labour and management to maintain soil fertility and to control pests and diseases. However, institutional and contractual flaws undermined the sustainability of the EFO and left it dependent on external financial and technical support. First, the supply contract did not make provision for traceability. Consequently, losses resulting from poor quality had to be shared by all members. This encouraged growers to side-sell their best produce on informal markets. Second, the EFO’s institutional arrangements did not reward investors. Consequently, there was no incentive for members to contribute equity capital to finance investments in storage facilities and product branding. 

Lessons

The substantial and varied benefits of this project were undermined primarily by weak contractual and institutional arrangements. Do not expect participants to tolerate free-riding, either as growers or as investors. 

Source: Michael Lyne

� all in Fijian Dollars


� Africa’s Farms Certified Organic for the South African market, accredited by IFOAM, the International Federation of Organic Agriculture Movements





� This case study is explained more fully in: Hendriks, Sheryl and Lyne, Michael (eds.) (2009), 'Does Food Security Improve when Smallholders Access a Niche Market? Lessons from the Embo Community in South Africa', African Centre for Food Security, University of KwaZulu-Natal, Intrepid Printers, Pietermaritzburg, South Africa (ISBN 978-1-86840-687-6).
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