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L. Executive Summary

The Problem: Chronic Malnutrition
Chronic malnutrition is the single greatest predictor of death in children under five globally as
malnourished infants are five times more likely to die in early childhood th heir well-
nourished counterparts.® If not addressed by age 2, the impact of this chroni @tion on
physical brain development becomes irreversible. In Rwanda, chronic na i T st

affects 44% of children under the age of five,® or 750 000 R an® childreh
more than 207 000 children from 6 to 24 months. Ens B
nutrition during pregnancy and breastfeeding and chi ddequ
complementary feeding at 6-24 months is the ke i E‘t) these

itj hrough

The Context: How we got here
In 2008, The Lancet publishe
recommended interventi

c

p§u i o need them most, the infant formula tragedy in developing

coln ries@ and other challenges that prevent widespread impacts.

i y i Rwanda, the vast majority of the population lives in rural areas (81%) and do not

acCess to affordable, nutritious complimentary foods that prevent stunting. Despite

orts including staple food fortification, micronutrient powders, bio-fortification, education
for mothers, and sanitation improvements, stunting rates remain stubbornly high,

L http://www.who.int/bulletin/archives/78%2810%291207.pdf

? Rwanda Demographic and Health Survey, 2010, pg. 141

® Calculated applying MCH under-five index (16.2%) on the total population number {2012 Census provisional
resuits)

* JAPEM report, April 2013
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The Proposed Solution: Locally-Sourced, Processed and Distributed Fortified Porridge for
children in Rwanda

The Government of Rwanda, in partnership with the Clinton Health Access Initiative (CHAI) and
various global nutrition experts, private sector investors and donors, will lead effort to

designed, sourced, produced and distributed in Rwanda. Due to thi

dramatically reduce stunting rates through developing a fortified baby food (ﬁ duct, as
well as a fortified product for pregnant and lactating women, for th that@

tie value chain;
roc ssing i ust$> d

economic development benefits for smallholder farrners,

other cluster industries will also be significant. @ @

In this partnership, the Government will take ettin % and timelines of
the program, coordinating the various go nt'stakehaiders> 3 roviding relevant local
context and expertise. CHAI wil the-Governfe ipning and implementing this

ambitious program throug @ donr Ling investors, conducting relevant
analyses, and partneri i ' ng.  Other major partners like investors,
donors or impl nti i i e.fieluded in the program with well-defined roles
and respoTibi@ %
® % docunien %orking document that describes the proposed multi-sectoral
P am, co % critical components, outlined below. Each section describes the
import le impact of that particular component within the Rwandan context. The
d @ ill need to be considered and made for each component are identified; as are
feas of work and analyses that will follow (attached annexes provide supplementary and
detailed information). The intent of the draft is to invite discussions among key

stakeholders on how to create a dynamic, home-grown, Government of Rwanda-led solution to
the problem of chronic malnutrition.

The Critical Components:

For this program to work effectively, six critical, interdependent components have been
identified and are briefly described below.

1. Product Development: Working with global and local nutrition experts, the Government,
CHAI and their private sector partners will develop a suite of nutritious food formulations that
mimic local eating habits, are based on locally produced agricultural goods, can be affordable to
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most families, and will provide the additional nutrition that women need during pregnancy and
breastfeeding and all of the nutrition infants need in addition to breast milk between the ages
of 6 months to 2 years.

2. Creation of Local Food Processing Manufacturer: a food company will be created locally to
produce the nutritious foods at scale, in state-of-the-art factories, with impeccahle quality

3. Local Procurement and Promotlon of Agncuitural Development: w
the Government and the local manufacturing company will cooper
provision of agricultural inputs for the industry, while also i
and increasing smallholder farmer productivity, probab

products must be distributed efficiently t
through a public, private or hybrid system.

months in line with
produced com
{PLWs). The Go

-Z& months and pregnant and lactating women
also organize a subsidy program for the households

wh 0 buyth .
\gﬁfﬁg and ‘S\q : with the support of CHAI and the Government will collect
ba i dat an effective, routine monitoring and evaluation framework to track
releva cluding height-for-age of infants, the measurement used to determine

Mainutrition: The Problem

Chronic malnutrition

In most sub-Saharan African countries, over 40% of all children under-five years of age suffer
from chronic malnutrition which manifests itself as a condition known as stunting, or a height-
for-age that is at least two standard deviations below the average for children under five. A
child’s reduced height associated with stunting is only the outward sign of the damage that
chronic under-nutrition inflicts on a child. A continued lack of sufficient micro- and
macronutrients in a child’s diet also results in cognitive impairment and a less effective immune



system, leaving the child unable to achieve his or her mental potential and at risk for repeated
infections.

Chronic malnutrition is the single greatest predictor of death in children under five globally as
malnourished children are five times more likely to die in early childhood than their well-
nourished counterparts. Due to its debilitating impact on the immune syste
considered to be a contributing factor in over 50% of all childhood
countries.” If not addressed by the age of two, the impact of ¢ ﬂr}
function is irreversible. Globally, over 175 million children ¢ de th ff:\\%ﬁ
stunted.®

Wasting
Stunting differs from severe acute mafnut@ asting:
20 million children globally and io nually.” it occurs as a result of
famine, severe food sho s such %%S in a child already suffering from
chronic malnutrition. % alnut ‘ eventable as well as treatable.
Stunting i <‘> %
In R rItIO public health concern. Chronic malnutrition or stunting,
of chll the age of five,® or 750 000 Rwandan® children. Of Rwandan
bet ee and 6 months, 16.7% are stunted, but the prevalence of stunting

y dursng the 6-24-month window, when breast milk is no longer sufficient
ntire micro- and macronutrients required by growing infants.

(\ hdan progress in fighting acute malnutrition
‘ In recent years, Rwanda has made enormous progress in addressing and monitoring severe
acute malnutrition, which has been consistently decreasing since 2010, with reported levels

* Rice, A., Sacco, L. . Hyder, A, & Black, E., “Malnutrition as an underlying cause of childhood deaths associated with
mfectlous diseases in developing countries,” Bulletin of the World Health Organization (WHO), 2000, 78 {10}
WHO 2011

Found in the nutrition strategy, but not sourced there and | cannot find these figures through enline research

® Rwanda Demographic and Health Survey, 2010, pg. 141

® Calculated applying MCH under-five index (16.2%) on the total population number (2012 Census provisional
results)



falling below 1% by April 2013, Efficient programs have been implemented, such as monthly
growth monitoring of children using Mid-Upper Arm Circumference (MUAC) and weight-for-
age; distribution of nutrition treatment and prevention commodities such as Plumpy’nut and
Corn-Soya Blend; and the District Plan to Eliminate Malnutrition (DPEM) focusing on
community-based nutrition programs. Programs to increase food security at hou;):old level,

such as the promotion of kitchen gardens and livestock have played an importa las well. «
O
e

Stunting continues
To date, no strategy to prevent chronic malnutrition in n
effectively or at a national scale. Although there j

to
[H-food di fi
s). 1 >
have
ritical window from conception to an infant’s

underlying causes of malnutrition in Rwanda

availability, accessibility and utilization, intra and inappropriate

1 JAPEM report, April 2013
' JAPEM report, April 2013



.  The Development of a Food Processing Iindustry is Challenging

recommended interventions to reduce its impact. Since then, the global ity has

In 2008, The Lancet published a series of articles on the global burden of ma!nutrﬁn and the

increasingly turned its attention to addressing mainutrition through pil ose g

is to identify the suite of interventions that could effectively be s afe valéping co@@
Thus far, however, the response has been insufficient to d problem,

number of reasons for this. @@

( Global focus on quantity and not quality @

Historically, focus in developing countries : w nt quantities of locaily
available food for all people, no j ion in the 70s and 80s helped
to increase the yields
While this effort was

the locally avai
micronut e

fl .

ha e g d lacked sufficient amounts of the macro and

fcr a t. These foods, as much as they are in developed
do P

O
be f Iemented with a combination of proteins, fats, lipids and

ts fo

i
Challe infreasing access to fortified complimentary foods

trition in infants existed in the United States and Europe in the 20™ century until
a ucers developed a suite of convenient baby food products to feed growing infants.
( ay, one might think that these global food producers could provide the solution to address
: chronic malnutrition in developing countries. But challenges exist that prevent their entrance
into these emerging markets, not the least of which is the justified global outcry that occurred
after the introduction and aggressive marketing of infant formulas as a replacement for breast
milk by muitinationals in developing countries in the 1970s. Where infant formula was
introduced, lack of hygienic conditions to properly sterilize bottles, a significant number of
infections and even deaths resulted. Even where ideal hygienic conditions exist, most mothers
in rural settings aren’t able to afford imported infant formulas, so aggressive marketing
attempts to wean infants from mothers’ milk to infant formulas result in mothers who no
longer lactate but have no affordable method to sufficiently nourish their infants.
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These tragedies, combined with a passionate opposition to anything other than breast milk for
the first 6 months of life, led to the development of an International WHO-led Code®? of
Marketing for Breast-milk Substitutes® to control the marketing of infant formulas as a
substitute for breast milk. In the decades that followed, that code has been ended by
governments in many countries to include the prohibition of the marketing o
foods for fear they might discourage the continued breastfeeding of
not been made into official legislation in Rwanda at this time.

Rwandan specific barriers for food industry develop
In @ country like Rwanda, 85% of households culti
as the main (and often only) livelihood act
based on local agricultural inputs, rather
economic development. In ord
governments in developi
towards the importati

Eighty-onaper he pop @
%@ 7% of: a

coy e ro rgood condition represents a serious limitation in reaching
fal olds_fo ally-produced food. As a result of these challenges, the global

i %e technical expertise, experience and capacity to introduce fortified

§s into developing countries find the risks of entry to be too great. Some

latton, but in most developing countries, nutritious foods are not available for the majority
people who need them most. Unfortunately, most countries lack the technical expertise and
capital to develop nutrient-dense complimentary foods and to ensure the guality production
standards necessary for food targeted at young children and pregnant and lactating women.

* mMore information on Annexes 7

BRetrieve this document from: http://www.who.int/nutrition/publications/code_english.pdf
* CSFVA, 2012



IV.  Why Current Approaches Do Not Work

The global health community has been focusing on partial efforts to address the gap left hy a
lack of commercially available nutritious complementary foods. The most popular efforts
include national fortification of major staples such as wheat, maize and salt; sup ntation

9

lessen the incidence of diarrhea.

Food fortification programs in Rwanda
Food fortification programs are part of the Goye

high burden of micronutrient deficiencies. AN oed fortifi

Ministry of Health with the suppo i \v‘.n s has pj

fortification of six staple prody @ r, salt and cooking oil. Other
5@; icronutrients such as Vitamin A, iron

These efforts are commendable and

ach is t%} ingest large quantities of food and is therefore not
ients t gh food based on fortified staples.
b

ers are also working on an in-home food fortification program targeting

@ months using micronutrient powders (MNPs). In July 2012, micronutrient
s) were introduced in six districts of Rwanda to address children’s micronutrient
itjenties like anemia, which affects 38% of children under five: MNPs, Vitamin A and mineral
Ixtures, are distributed by Community Health Workers to selected mothers of children
between 6-24 months of age (approximately 25,000 in each of the six districts). MNPs present
many advantages: these single-use bags are easy-to-use, and do not require any changes in
food practices, as they can be mixed with any homemade foods and do not conflict with
breastfeeding. While MNPs are primarily designed to reduce micronutrient deficiencies, their
introduction is an opportunity to accelerate implementation of the recommended good
complementary feeding practices as caregiver generally receives trainings for product use.

5 PHC interview, November 2012.
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However, even if implemented on a national scale, MNPs do not provide the full suite of fats,
lipids and proteins needed to eliminate chronic malnutrition.

Education of mathers vs. availability of nutritious food

Initiatives to educate women on proper complementary feeding practices’® have n helpful,
but if locally-available food lacks adequate nutritional value and fortifi cts are

unavailable or unaffordable, women are left empowered with infor %Q £ out t E>
means to address the problem. This is especially true in rural com itie e acces
food with sufficient nutrients is almost nonexistent, and th @un ing chilgr

7

under five {46.5%) are twice that of children in urban a . : @
Clean water and sanitation @
Attempts to improve sanitation in rura| ar iie valuaple, c Ive the problem on its

olds don’ttfe before consumption®®, While
iarrhea potentially resuiting in serious
ted, the best sanitation control cannot

own. Fifty-three per cent of ru
nutrients can be lost whe
illness and death, if-ins utrie

prevent stunting; § ;
@@5‘“
Move @ SUN™ and the 1,000 Days Initiative?® have been successful in raising
§ globally about stunting. The Government of Rwanda declared that farge-scale action
Q\Mprove nutrition in the first 1000 days is urgently needed in the 2012 JAPEM. According to
e Economic Development and Poverty Reduction Strategy Il (EDPRS i}, reducing Rwanda’s
chronic malnutrition rates for children under two years old from 47% is a prerequisite for

Rwanda’s continued economic and inclusive development. Chronically malnourished (stunted)
children perform less well in school and are economically less productive as aduits. Research

C

*® Joint action plan to eliminate Malnutrition, 2012

" DHs, 2010

% pHS, 2010

¥ Rwanda is a participating country in the SUN Movement since 2012,

% The Government of Rwanda launched a 3 years advocacy campaign in collaboration with UNICEF focusing on the
1000 days.
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studies estimate that malnourished children risk losing 10% of their lifetime earning potential,
while malnutrition can cause countries to lose up to 3% of GDP.2' After consulting with global
nutrition experts, international NGOs and companies, the Clinton Health Access Initiative (CHAI)
has developed this proposal with the Government of Rwanda. The proposal encourages the
development of a local baby food processing industry that develops nutritious ducts for

infants and pregnant and lactating women and which is distributed and acce |l target
populations. « @

Three necessary conditions to fight chronic malnutrition
There are three conditions that governments, the World-Hea i
and nutritionists agree should be in place in order fo o row @r@n uild healthy
1. Pregnant and lactating women and@ ust ¢ /@M ently nutritious food in
sufficient quantities. @
2. Exclusive breastfeedi c%'st %,z@ is the best method of delivering
<

immune systems:
nutrition to ap-igf ipg this
3. Continu ,¥§e ifg sho ined after six months, but be accompanied by
nu%’tio ement he first two years of life,

@ t of a ld nutritious products

c i suppost Government of Rwanda and the private partners to develop a suite of

nutritioy £is-for young children and pregnant and lactating women that is produced

535 primarily on local agricultural products and that suit local eating habits. CHAI,

nt and partners will work to establish local production and distribution systems and
ps8ibly subsidy to ensure that these products reach the vast majority of mothers and children

Rwanda,

Integrated sustainable approach that promotes rural economic development

Stunting correlates closely with poverty?, so chronic malnutrition is not only a health issue but
also an economic one. To ensure sustainability, complementary nutritious foods must be
produced affordably and must promote the economic development of rural populations in the

M Economic Development and Poverty Reduction Strategy ll, 2013 — 2018, Government of Rwanda, pp. 77-8
* CSFVA, 2012

12



country, where a majority earn their livelihoods from smallholder farms. Developing nutritious
foods through local production of local agricultural inputs is critical to ensure sustainable
provision of food products in the country.

Education of mothers and behavior change

Public health programs will be supported that promote the use of these t %ods by
women during pregnancy and while they are breast feeding, exclusive br i ringt «
first six months of life, and the use of these healthy foods to comp @x& feeding({dus

the crucial period between six months and two years of life I.'3“aby's bra@%

devejoping. @

that contaminated water t d with ] !i

But as a foundatio EY, @ on of breastfeeding and the provision of
ete'ky rinfa apt’and lactating women are essential.

Promote better sanitation and effectively treat
nutritionally cg
Cre %/o oppo nitie%

To complete this set of interventions,_it wi
sanitation and hygiene such as

e’ will, a s& ute to the creation of large-scale, globally competitive food
pracessing f Rwanda that can provide employment and potential export
opportumi @%&Eadding value to locally produced agricultural goods and provide needed

aﬁ reign exchange. And because the products will be produced locally and will be

affofdable, the solution will ultimately be sustainable within local economies and not
{L ependent on foreign aid.

VI. The Necessary Steps

Global and local nutrition experts, and their private sector partners will develop a suite of
nutritious food formulations that mimic local eating habits, are based primarily on locally
produced agricultural goods, can be affordable to most families, and will provide all of the
nutrients that pregnant and lactating women, in addition to the local diet, and infants need, in
addition to continued breastfeeding, if eaten daily and in sufficient quantities.

13



The implementation of this project will require a multi-sectoral action plan that will be
coordinated at government level. To this end, representatives from the Ministries of Local
Government, Gender and Family Promotion, Agriculture, Commerce, Health, Finance and their
depending agencies will form a Steering Committee that will support the operatioralization of
this strategy. The Steering Committee will report to their relevant Ministers,

d ions will

be taken at Ministerial level during monthly meetings of the Social Cluste Eports to 7@

Prime Minister,

Through these government bodies, a detailed work
describing the specific steps that must be taken.wj

who will be in charge of making key decisim@ ‘

This section lists some of th @ that n I de and implemented by the

Government and the co 2 brg ) ners in each of the six major areas

above. E % ) /éz 0

1@% eve[@%§

‘& ce %ﬂg rates in Rwanda, a suite of nutritious food formulations based
i produced agricultural goods and can be affordable to most families will be

.Wfactory producing those products meeting the complete nutritional requirements

cRildrén from the age of 6 to 24 months will be created. A nutritious product responding to

tional needs of Pregnant a Lactating Women (PLWSs) will be developed as malnutrition can

start as early as pregnancy.

ementation
ar will outline

These foods will mimic local eating habits so they can be easily integrated in existing local diets.
The products will be designed so that they are of the highest quality and can be sourced,
manufactured and distributed at an affordable price for most families.

Understanding the variety of eating behaviors of PLWs and infants across Rwanda is essential
to developing appropriate products

i4



CHAI has undertaken preliminary field assessments covering fifteen districts of the country to
investigate existing eating habits, with a particular focus on infants and children. This study
revealed that a grain-based (sorghum, maize or soya) porridge is the most prevalent
complementary food for infants, usually starting between 4 and 6 months. Most children

continue to eat 3 meals a day until adolescence while a majority of adults eat only2 meals a
day. The additional meal eaten by children is typically porridge in the morning. tritious

product will be marketed and consumed so it does not confli stfeed@sg

recommendation. @ E ;

Product Composition

A comprehensive diet which meets the infant's calar n * fat, @'@ii id needs will

promote the development of a healthy, gfg impaired a strong immune
system able to adequately defend itself agajnstiffection. \1 %ﬁ,s s will be nutrient dense

complementary foods for child ' onths, i breast milk. The first prototype
for the fortified baby foo iS-d matfe biiﬁ%
2 oces

-Standa rrently the main regulatory body for all standards in
f Hea ill be the line ministry responsible for nutrient content and
g facility will need to comply with the Food Processing Law and

Key decisions:

In order to begin implementation of the above programs, the following decisions will need to
be made:

o Product type: The Government of Rwanda will need to approve the product concept of
cereal-based fortified porridge with maize and soy products as main ingredients. CHAI
will support the Government to identify consumer preferences.

* Product Formuiation: The Government of Rwanda will need to determine if the product
formulation and related nutrient content of the FBF meets standards, and approve the

15



final product. CHAI and technical partners will support the Government to identify
international nutritional standards

o 59(2)(b)(ii)

ditons! information on hose decsions ca be found i @«ﬁ&@%@«
®©@ %@®
W @@
SoAcE
oIS
S

C
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2. Creation of Local Food Processing

Developing a New Local Manufacturer for FBF and PLW Foods

This program maps out the plan for bringing a multi-player partnership to Rwanda to develop a
Greenfield business to manufacture a fortified baby food and suppiementary f for PLW.
Developing a Greenfield business provides a number of benefits, mcludmg

Ability to produce an affordable product
Rwanda can recognize a number of cost advantages throughsog

processing. An affordable product ensures wider acc 0
( reduced food insecurity risk @

Self-sustaining Rwandan solution

Creation of a local manufact e is ah ment of Rwanda’s mission to

create a self-sustaining ¢ n Joint Action Plan for Elimination of
malnutrition (2012)

Business Partnership to Undertake Food Processing Business
@ in the next two months, the Government of Rwanda will need to decide the type(s) of
(\ rtnership structure they wish to pursue for the joint ventures that will own and operate the
food processing business. Options for these structures could include a wholly-owned
government venture utilizing paid technical assistance from international companies; a public-
private partnership (PPP) between the Government, multi-nationals and possibly local
investors, local businesses or even successful primary cooperatives to facilitate their further
growth and formalize the relationships for production. Alternatives may also include wholly
private sector solutions involving a partnership between multinationals and local companies.
The partnership structure may also evolve, moving from a PPP to a wholly private sector
solution over time.

17



The final structure will be determined by the financial and business interests of each party.

sQ{Z)gb)(u)

tiohal Busines @ﬂfﬂf FBF Manufacturing
busingsses have expressed an interest in initiating negotiations to
ship agreement. Each of these entities would bring an equity

ject. Potential partners include:
ing supplier of vitamins and other ingredients to the food, animal feed,
% industries
[ ]

investm

A global market leader in the supply of flour preduction plants, pasta and chocolate
production lines, animal feed manufacturing installations

e A major international producer of skimmed milk powder, an integral component of
our baby-food product and the most significant driver of the overall cost of inputs.

The potential partners may provide equity investments, competitive pricing on essential

component of the product (micronutrient powders & skim milk), and experience in food
manufacturing.

18



Leveraging our International Business Partners
The skills and expertise of these companies will be leveraged to build out the key elements of
the business plan CHAI will work with the Government of Rwanda. These may include:

. Developing an understanding of the capital requirements for building these facility

. Developing detailed financing plans

. Calculating the ongoing operational and overhead costs for productio @

. Identifying revenue sources and determining pricing strategy @ @

. Identifying the responsibilities of the Manufacturing Busi n

. Analyzing options for packaging and the associated @
Key Decisions @ @
ne %‘ o enter a PPP, or be
@

an advisor with no equity participation, tial business structures
that are available to th%G @ &N
*  Management_Strueture: vern da will need to identify optimal

L( ab ership/PPP, level of financial and non-

t at the overnment wishes to pursue. The method of

jon will @ be determined. CHAI and potential investors will
8

* Business Structure: The Government o

ana t structures, and potential non-financial contributions

ent of Rwanda will need to determine if any incentives that will
business. CHAI can support the Government to determine high value

5 % other government bodies should be a part of the preparation for negotiations, who will
represent the Government in negotiations, and who else would need to be consulted in

assessing the non-financial equity contributions of the Government of Rwanda.
o Legal constraints: The Government of Rwanda will need to identify business constraints
or legal constraints will potential business partnership be required to operate under

Additional information on those decisions can be found in Annex 2.
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3. Local Procurement and Promotion of Agriculture

To ensure reliable supplies, CHAl and partners recommended by the Steering committee will
develop a supply chain for inputs that will guarantee sufficient quantity of the major
ingredients of the FBF of quality. Those ingredients will be procured do
smallholder farmers when and where possible. The table below outlines theo
produce the FBF for children of 6-24 months for the whole country®,

/\()\

Product (MT) Volures$\ <> C
Raw Maize < Q@k)\/‘ Py ((\\
( Materials | Soya beans (\<\\ ;‘.\\&V}( & < \\\/
Processed | Sugar <\ \\\> \545«\ K \>
Goods Soya @\S\K\(\A’Q\ﬂ’mans)
imports |k POWG{E/O 2\\]\

Qur thr z

The supply ch pmen
proc % ai c

@\9“ Q\S

entified are different for agricultural raw materials,

tegy is outlined below.

aize and soya beans

for procurement of raw materials are to

sts of procuring local agricultural goods;

chsure reliable quantity and quality of goods, and;

(\ @ increase smallholder farmer incomes.
The guiding hypothesis of this work is that increasing farmer vields and reducing post-harvest
losses will achieve all three goals simultanecusly.

B
K%@

* Volumes are subject to changes based on final product formulation and the addition of the volumes for the

nutr=t|on dense products for pregnant and lactating mothers
Assumptlons in table: volumes only include children of 6-24 months, approx. 621K total, not PLWSs; assumes that

current product formulation with average daily consumption of 50g and 150g for children of 6-11 months and of

12-24 months respectively; the soya bean: approximations in the soya oil line are based on 18% oil: bean

conversion.

20



Financing

Through its network of stakeholders, CHA! will attempt to raise low cost international financing,
including from development finance institutions, donors, and market investors, for a foreign
currency revolving loan fund that will be implemented by a Rwandan financial institution. By

leveraging the borrowing capacity of multinational organizations, low-interest lo could be
provided through a local institution to farmers for the purchase of see @Iizer at

structure of the fund and its implementing institution will be cho sed an its ability ¢t
the lowest possible interest rates to farmers targeted, its %%%}ﬂg of agri ra
and risks, its ability to reach the target customers of f p its ability
( to transact and process these loans quickly. The~ti e loans for

both inputs and raw material collections fi
the program.

An extensive analysis of jencies ape ss of various structures and their
suitability will have-te be 7" Ong ig'is complete, the Government of Rwanda

gria for identifying partners and CHA! will

will decide C\ PSP Structur
commyu c@ e releva% d investors to begin implementation.
@F %

e
@ 0 ar@& ng and Procurement
TheMinist igufture (MINAGRI), the Rwanda Agricultural Board {RAB), and the Rwanda
Coop K%@k (RCA} are currently driving agricultural the productivity of smallholder
f; sdh Rwanda. This includes supporting the World Food Program in setting up forward
acts with cooperative unions for local procurements, through their Purchase for Progress
( @ogra m. The food processor can learn from their successes and challenges.

Scaling up production to the volumes demanded by the food processor will take time. In the
first few years, while building the capacity of and relationships with the cooperatives and
farmers, the food processor can also consider procuring from the Rwanda Grain and Cereals
Corporation, the traders and the large/commercial farms.
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Processed Agricuitural Goods: Sugar and soya oil

Sugar
The current national sugar demand in Rwanda is 50-70K MT. $9(2)(b)(ii)

da It
currently produces ~10-13K MT annually, depending on the seaso @ A rec
partnership with the Government of Rwanda and theis9(2)(b)(ii): h

apactl

to increase the production capacity to over 30K Mt. Despit d pro

Rwanda will remain with a 20-40K MT supply shor % on an
import substitution solution. The FBF procesSor he !oc es as well as
the imports possibilities.

Soya Oil
There is currently no soya

identified

3 -
@ pplier for the Rwanda’s market, when they
da

nin July 2013. They will begin by producing ~40 MT
nflo ily and hope to scale up production to the full capacity
lly) within 3 years.

powder (SMP)

med milk powder (SMP). Since the dairy industry is a key priority for the Government of
anda, at the recommendation of the CHAIl agreed to bring along the expertise to
conduct the in country feasibility analysis for this separate venture. Once that analysis is
complete, CHAI will present the results to the Government of Rwanda.

Key Decisions
In order to begin implementation of the above programs, the Government of Rwanda and/or
relevant partners will need to make the following decisions

® Revolving Fund Size: The Government and CHA! will need to determine the optimal size
of the revolving fund. CHAIl and partners will support by identifying the volumes
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required for each crop, and determining the level of capital injection needed to ensure
sufficient, low-interest financing for farmers and cooperatives within the supply chain.

e $9(2)(b)(ii) The Government of Rwanda will need to decide which
59(2)(b)(ii) will contribute to CHAI will support the
Government by shortlisting potential fund investors. The

59(2)(bY(iD) i@ «
» Finance Partners: If the structure for input financing @ d of fi @
institutions or other partners, the Government of Rw ermin iterigfor
ring | rs and
@

vetting partners and will choose those most
( coops at the lowest interest rates

e Coop Strengthening Support: The Go and t ngthening support
partners will need to assess and c ort that will go to the

appropriate coop, and t 5@ imeli
* Collection Logistic cess vernment of Rwanda will determine
the most effigient Dlle om the coop unions and to take them to

the fa uts f nt partners. CHAl will support by providing

R food fPocesso i and the Government of Rwanda will
to agtee tQ ard contract partnership . CHAI can support the Government by
prov@ implications of the negotiation terms. Soya Qil: The food processor,
n

and the Government of Rwanda will need to agree to a forward

@ct partnership. CHAI can support the Government by providing cost implications
@ of the negotiation terms. SMP Production Analysis: An expert from a leading global

dairy company will conduct an analysis to determine the viability of setting up a
profitable SMP factory in Rwanda with the assistance of CHAI and the Government.

Additional infermation on those decisions can be found in Annex 3.
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4. Organizing Comprehensive and Efficient Distribution

Developing an efficient distribution network will be essential to ensure that nutritious foods
reach all children in the country. The highest prevalence of stunting exists in rural areas and
therefore the products must be distributed efficiently to small, remote villages in-addition of
towns and cities. Some factors such as quality of roads and distance to marke atlcally
impact the availability of food. A special effort will be made for the thr *- \ afacteriz

or a combination of public and private network
are low-cost, limit waste and that can prevent fao

: O
Road network connegtivit @gén areas is relatively well developed but
food availabili i eremote rural areas®. The poor guality of district
roads, w;é nl

Low access to infrastructure

0}ndition, represents a serious limitation in reaching
rur. : f the Southern and Western regions, the walking time to
@ ree tj d the walking time to the health facility is more than twice as
highdasthe %Sr d'ih urban areas”. Main roads accessibility has a significant impact on
food i ore®®, and distance to hospital, on the likelihood for a child to be stunted.
of the key factors explaining these higher stunting rates has to be performed to

ate“the relationship between relative geographic exclusion and stunting to efficiently
egrate these parameters within the distribution strategy.

*The RSTMP Road Network {i.e. of national and regional importance) consists of approximately 2,837km {nearly
20% of the total road network) of which 1,171km are paved {409%) and 1,667km are unpaved/gravel roads
(60%).9,302 km of the network are unclassified unpaved roads for which no standard capacity analysis exist.
*® Summary of Transport backward-looking Joint Sector Review for the financial year 2011/2012, September 2012
27

CFSVA, 2012
% rood Consumption Score (FCS} is an internationafly used WFP standard score calculated by weighting the

frequency of consumption {number of days per week) of different food graups consumed by o household during the
seven days that preceded the interview. CFSVA, 2012.
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The choice of distribution network

This requires the identification of the cost and model of the existing channels to create a
reliable distribution network for the suite of nutritious products, to ensure easy access to the

target, while preserving quality, ensuring traceability, control for risks and mai@ﬁning low

costs. «
Public Network < ; S é @
P aTas’ a1 b

% E ese community
i f a business model for
the distribution of the nutritious thesame g health commodities {(MPDD
network), using the same 0 \g at the community health centers

to accommodate the _ @ ¢ that the food products reach families in
sfwork-6f 45,000 people will essentially become the

need, the Com
ducate women on the value of nutritious foods and

i :% ced financially, while establishing an efficient and effective
g product.

i g%r%r S
overnment in cooperation with CHAI will also explore the private sector means of

stribution, where these channels exist or can be created and where the private sector
distribution channels are suitable. Some major companies in Rwanda possess sophisticated
distribution systems that could be mimicked to deliver commodities nationwide. Companies
like 59(2)(b)(ii) have strong supply chain
management systems able to continuously absorb important flows of products and dispatch
them through their network of distributors and retailers.

Customized Distribution Network
Based on the assessment and evaluation of public and private options, customized solution for
distribution will afso be considered, CHAI will support the Government in estimating the costs
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and benefits of relying on other distribution solutions. These options will include evaluation of
both public and private solutions, and combination of the two.

Packaging solution

CHAI is investigating a low cost packaging system that would minimize
protecting the quality and shelf life of the food. The strategy that is e
the use of large airtight sacks to store and distribute the produc
storage points (health centers, cooperatives of Communlty

@Q@Q

will be reconditioned in reusable light weight sealed j }a S They will
store a week’s worth of flour and will preserv , » ight caps that
contain drying agents. They will enable cusf ing iti-ba " ailer to be

exchanged for a new-product filled jar wit geh system to clean and sterilize
the jars will be implemented I ordece . Zadl\level) to ensure respect of strict
hygiene conditions and to Ji re ' ould be included as a portion of the
capital cost of the p ged of costly and expensive non-reusable

individual packagi (%

@ oice of distribution network: Based on the analysis of a pre-selected sample of public

and private networks and the proposition of customized one, CHAI will support the
Government of Rwanda in evaluating each choice by conducting the following analysis:
o [82(2)(b)(ii) The Government of Rwanda, with support

from CHAI, will 59§2j§bi§iij

0 89(2)(b)(ii) The Government of Rwanda will need to
determine will be evaluated to assess the 59(2)(b)(ii)
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An evaluation of

e 59(2)(b)(i) The most appropriate s9(2)(b)(ii)

The Government of Rwanda w:l! @mne

$9(2)(b)(i1)]

» Additiona!l information on those decisions can be fo @
5. !mp[ementmg Public Health prog §utr:

{IYCF) is poor in Rwanda,
3\@

eding practices of appropriate frequency of
d consumption of breast milk. Health care workers
2n fa o rec e signs of malnutrition, and are unequipped to address

'Xr product launch

oduct acceptance and consumption, a national campaign will take place
tly to the launch of the product. The messages will provide information on the

gnefits of the products to the children health as well as their mothers’. It will be particularly
crucial that the national campaign informs on the stunting and how the fortified products we
promotes can prevent it to appear. Ensuring availability of the product nationwide will be a key
part of the strategy. A special focus will have to be made on Community Health Workers and
Healthcare providers to ensure the target is reached. This would include dedicated training
sessions, documentations and communications to standardize the message consistency and
efficiency. This campaign will be implemented via channels that are different from the

the minimum

% DHS, 2010
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commercial campaigns that will be organized and financed by the company producing the
product.

Implementation of education campaigns

CHAI will support the Government of Rwanda and relevant partners in d ing and
strengthening existing campaigns to educate families on the recomme@ eeding «
n -

practices, good hygiene practices, on complementary feeding for the , as
for pregnant and lactating women as well as for infants aged onthshto” two.yeansiSThe
campaign will be aligned with national actions promotin trition habj h 3
2012 Joint Action Plan to Eliminate Malnutrition (JAP

The rationale for developing a subsidy m

In Rwanda, the product will be sok@

Oi mited availability of FBF for the most vuinerable

ée product will cost approximately 59(2)(b)(i)  per annum®, depending on the age and
weight of the infant, and the success of efforts to lower the overall costs of producing locally
sourced nutritious foods. National statistics indicate that the average amount spend on food for
is approximateiy for a household of approximately 6 people
per annum>>, At the market price of the FBF product, over 40% of the household food budget
would be needed to purchase the product for some families, making it financially prohibitive.

*® CHAI analysis based on population in [s9(2)(ba)
*1 CHAI analysis based on estimates of Ethiopian company data.
*2 EICV 3 — Consumption report, page 21.
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Leveraging this existing system for identifying and distributing subsidies for 58(2)(ba) and
Vision 2020 Umurenge Program {VUP), CHAI will support The Government of Rwanda in
designing and implementing a subsidy program for low income households,

Funding mechanisms for the subsidy scheme and its sustainability

Two key principles will guide the creation of the subsidy model. First, t el sho

include a sustainable financing strategy for the upcoming y ing” that su @

resources will be available. It might include government s @@yonor’s t efi

place, but analysis will investigate additional op \ O uitimate itinlize their

interventions.. Potential revenue sources to offset the tost/of the i tllide exports to

large purchasers {i.e. WFP) or the sale g \1
j

government decides on equity (flnanc'l or
the government portion of the

an markets. If the
i i& n the business venture,
e cost of a subsidy.

trategies
trengthening the existing subsidy mechanisms, and

nmai)
be alloca (

The alignment of su
Secondly, the sulfsid

not at creating ng subsidies to the population. As with other social
- s, the\subsi sign should be aligned to the Vision 2020 goals, and to
: .1’ p by th f} n Plan 2012 for the Elimination of Malnutrition (JAPEM).
Key d s:deratlon

alth Campaign
Q ¢ Generating Demand: How the Government and partners will generate demand among
pregnant women and households for the products
¢ Communication Strategy document: The Government of Rwanda will need to determine
key messages, a calendar and the implementation plan

* Fund mobilization: The Government of Rwanda will need to identify funds to implement
it the strategy

Subsidies:
© Target population: The Government of Rwanda will have to identify the target
populations that will require financial assistance. It will have to determine which
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Ubudehe categories will be included in the scheme, if the subsidies will be provided in
exchange of public works or in exchange of other value-added activities. The
Government will also need to determine if the subsidies amount need to account for
variations in seasonal income for certain populations. CHA! will support the Government
by collecting and analyzing data on population’s ability to pay.

s Subsidy size: the Government of Rwanda will need to determine whic ion and
what level of subsidy will be provided. CHAI will support the Go anda @

developing detailed costing estimates of various subsidy scema iosz ;
o Subsidy delivery mechanisms: The Government of %«Q}need jaritize-the
the
i i

mechanisms to be investigated, and ultimat i elivery
( mechanism to ensure easy and effectiveie le keeping

management costs low and ensuring t @xzm prop oripg. CHAI will support
the Government of Rwanda Ii estimating the ¢ aj fits of each prioritized
1 :

.

potential delivery mech
Additional informati o&s; NS
P
6. M@ dE uat&@
!@ece %Go\:emment of Rwanda has installed strong health information

monitorih on which this program will leverage to measure its impact. Health
i %ﬂ collected at community and health facility level. Key households surveys
S]]

enfent this set of indicators, such as DHS, EICV and MICS®®. CHAI and the health
( rofessionals of the Steering committee will work together in identifying what existing
indicators we will be followed to measure our success and how we will capture the information

on additional indicators, so that the progress of this program is adequately measured and
evaluated.

Existing Malnutrition data

3 Country Accountability Framework: Assessment, Rwanda. Dar-es-Salaam, Tanzania, February
13-15, 2012
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Severe and Acute Malnutrition is measured routinely at community level. Each month, the
Community Health Worker is performing a screening of the under-five years old population,
nutritional status, in their catchment area. The children are weighted; MUAC is also used to
assess their nutritional status.

Measuring Stunting @
The Ministry of Health is currently implementing the first national m&% stunti@
sizefo i

The size of all children under five years old will be measured an

ge info
will be recorded. This exercise will happen each year with th I lowing p%
made since the 2010 DHS. This will give a baseline ject as impact
information after product distribution. @ @
# Y . “ .- i

Broader health impact
Additionally, the program m
burden mortality drivers,

chronic malnutrition upderscors
complementa d ;
Mear@;\ icators routine

port th% f Health through the inclusion of new indicators like anemia for

t& r t % tion and amongst pregnant and lactating mothers.
%& Framework

| data should be collected for the evaluation and control of potential confounders;
liding: sex, sex ratio {affects practices due to sex preferences), socioeconormic status
(including household income/assets, access to improved water sources), geographic location
{affects food prices, food types available, and employment opportunities available), local health
care infrastructure, family size and composition, maternal health, maternal education, and
ethnicity or subculture,

Key decisions for Consideration:

o Design an M&E framework: Relying on the current information systems mapping, an
M&E framework will be designed including existing indicators and those that still

31



needed. Once designed this Framework will be presented to the Steering Committee for
review and approval.

¢ Costing and Funding M&E framework implementation plan: Once the Framework is
approved by the Steering Committee, the Framework will have to be costed, and funds
mobilized so that it can be implemented.

o |mplementing M&E Framework: The Steering Committee will wor ers and
other organizations, such as academic institutions, to dewse % ient a

W|!I

effective way to track the necessary indicators on a reg

improve patient registers and other reporting forms, trama a e
workers in data reporting processes that allow, mdl I ected

more systematically in the future.

@ @

S
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Tentative Work-plan

Actiwty Sun | Jul | Aug ] Sept | Oct | Nov | Dec | Jan

Offi c]al approval of formulataon on paper

Receipt in country and Government lab testing of first sample
Organizing and coordinating product sampling / acceptability
Implementing product sampling

Design’ packas[ng

r
i
&

i s

Levef of Government financial and non-financial mvulven}e(nt N\ \\

.Development of Boslness Plan for. Fagfuslnem

s9(2)(ba) NSRS %
Business environment analysls A((-\\ AWNYT
$9(2)(ba N/
I @\ \/ NS

s b

= 5 = TR - s ey T

B

ndscape analyzed and vetting criteria determined
“Céop due diligence and short listing

Coardinating partners for coop support

Signing coop forward contracts
Ensure seeds get to farmers
Ensure ferﬂllzers get to farmers

Coop storage capacnty field assessment
Storage intervention organized {if any}
Logistics systems analyzed & chosen
Quality assurance strategy analysis
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Assessment of SMP production pdténtial
Begin SMP Investment [if relevant)

59(2)(ba)

A

. Organlzing Comprehenisive and Efficlent Distribution

& = E

Assessmant of factors explaining high stunting rates
Evaluation of the role played by these factors in the relative
geographic exclusion

Development of strategles addressing challenges to ensure

coverage efficiency

g 7 o

ldentification and analysis of a preselected sample of public
and private networks

Networks shortlisting for complementary analysis

Detailed cost and benefit analysls for short list 3

ey
Proposition of customized distribution solution (if relevant), \

SR

Decision on distribution network to use for nutritious produtt )

1

Y

Design of Implementation strategy

+Implementing Public Health Prog

:Bublic Health Awareériess Campa
Costed communication strategy, \—— )"

o2
Funds mobilization 2> | 1D~~~ A\ N

Implementation plah > | {7 AN

Training op ocal authorithes) Wd ather
ne ﬁbe (\

Giphikqigel | T\NA\VD

f:%zsg\@(‘pﬁ)J “ -
o

implemienting Effective Monitoring and Evaluation - .
“Mapping of existing Information system
Design an M&E framework

Costing and funding of M&E framework implementation plan

Implementing M&E framework
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Annex 1: Information on Product Development

The baby food processor must provide a fully nutritious food for the infant and pregnant and
lactating women (PLWSs) markets meeting their complete nutritional requirements. These
foods will compliment local eating habits so they can be easily integrated in existj cal diets.

The products will be designed so that they are of the highest quality a urced «
manufactured and distributed at an affordable price for most familiex\% or.£Omponents
(the base) of these food products will leverage local agriculturaliipits, k& niaize in Ry 3
which will inherently reflect existing eating habits. In additjan <0‘@\;§cono i fi
: low-cost product, the farmers and surrounding coms as\Will also @ e~etonomic
( benefits of being part of the value chain of inpy @ %
Understanding the variety of Eatin
to Developing Appropriate Pr

CHAI has undertaken pre)i
investigate existin

Vi

7

revealed that : maize or soya) porridge is the most prevalent
Istally starting between 4 and 6 months., Most children

comple %ﬂ{@ or infants
conti me[s%igﬁéu adolescence while a majority of adults eat only 2 meals a
? ditio by children is typically porridge in the morning.

Bre

tices
d'WHO recommend that children be exclusively breastfed during the first 6 months
‘ and that children be given solid or semisolid complementary food in addition to
( ontinued breastfeeding from 6 months to 24 months. In Rwanda, 85% of children under age 6
months are exclusively breastfed. 86% of Rwandan children continue to breastfeed until age 2.
The median duration of any breastfeeding is 29.4 months, and the mean duration is 27.2
months. The median duration of exclusive breastfeeding among Rwandan children is 5.3
months, and the mean duration is 5.9 months.

Complementary Feeding Practices

61% of children begin eating complementary foods at 6-8 months. 91% of breastfed children

age 6-23 months receive solid or semisolid complementary foods in addition to breast milk.

Consumption of foods made from legumes and nuts (66 percent), fruits and vegetables rich in
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vitamin A {68 percent), food made from roots and tubers {45 percent), and food made from
grains (31percent) is high. Consumption of food made from animal sources (meat, fish, and
poultry) is low (17 percent}. There is no complimentary food in Rwanda that provides a
sufficient daily nutrient suite like the fortified baby food will.

Partnership for Successful Product Development @
To effectively design a product that would be able to meet all of an i@ tritional
exp ]

within a portion size that can be consumed by infants, the expen‘\% heed

and food scientists is required. In partnership with DSM orld F
selection of products formulations is being develope

Rwanda. Through a series of focus group studi
and flavars will be tested for acceptability Knth

Product Composition @@ @

J adeqguate n

itself against infection. Infant's foods will be nutrient dense
stF ildren 6-24 months, in addition to breast milk. The first prototype

a maize-based porridge, similar to a fortified corn-soya-blend product
& types of complementary foods that are commonly being fed to infants in

foo

PLWs have increased nutrient needs compared with non-pregnant, non-lactating women.
Targeting this group requires an assessment of iron, folic acid, calcium, essential fatty acids,
protein and energy requirements and the best way to comprehensively integrate them into a
product. Depending on the number of servings required for both the infant and PLW food,
minimizing preparation time is paramount since women’s time is a serious constraint.

Packaging Requirements
The high-quality of ingredients and manufacturing must be matched by high-quality packaging.
This will be essential to meet final regulatory approval and to protect the quality and safety of
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the food. This program cannot tolerate any quality issues. Packaging will need to ensure that
the product is resistant to light, moisture and exposure to oxygen and airborne bacterium.
When designing packaging to comply with safety and affordability objectives, the baby food
processor work within the relevant legislation in Rwanda, including plastic use constraints.

Regulatory and Approvals Processes
The Rwanda Bureau of Standards (RBS) is currently the main regulatory bdg
Rwanda and the Ministry of Health will be the line ministry respopsi
food safety. The Fortified Food processing facility will need
Law and the required accreditation, licensing and audi
( with the Food Substitute Law and the relevant
Drug Administration law is established, the. fo

=
iaw and work closely with the FDA S@ § \ ; \ééb

Decisions

In order to begin i

f of grams, many analyses will need to be
it heed to make the following decisions:
pt of cereal porridge with maize base

to and approval of the product formulation and related

egulations: approval of licensing/certification/approval processes through RBS or other

(\ @ relevant international and/or Government agencies

39



Annexes — Draft Nutrition Strategy — May 2013

Annex 2: Creation of local food processing manufacturers

Objective:
To develop a business venture that takes advantage of government and potential investor's
expertise, and to create a business plan.

The nature and extent of the Rwandan government involvement w% etmined «

investment and the nature of the ownership of the business: I partner withst
Government of Rwanda to understand what ownershi @;\ ncial

( investments and non-financial contribution the Rw&

pursuing. CHAIl will also support the Gover
business plan for the set up and on - goin

Progress to date: @@
Non-financial contri u{g @ incenti h identified if the Government of Rwanda
chooses to have ityinves e business venture

Th %ﬁ (P&

artpers ay be preferred by the Government of Rwanda. A PPP may

?‘g Ocate a portion of the profits from the business venture towards
sidization of the product for those that are unable to afford it.

sutb

quisition / donation of suitable plot. Analysis will be made to identify the location of the land.
Questions to be resolved on the issue of land location, allocation and valuation
*» [dentify the best location for the land and factory
o Evaluate market value of the land

xc S
L \%
@ or factory is required before construction can begin; government can assist with

o Evaluate availability and accessibility to infrastructure

o Comply with potential local regulations and evaluate amenability of local government to
build a factory
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Access to infrastructure

Roads, electricity, gas, sewage and other support structures will be required to successfully
develop a site for manufacturing the product,

e Time estimation to build the necessary infrastructure, including roads, electricity,
sewage, etc.

* Mapping and evaluation of cost for the various infrastructure optig

o Assessment of the possible level of integration with existing i fructure devel

( operational costs)

Tax exemptions
Significant components of business operat@ ared
taxes and taxes applied to the finj Qdu Sold wj c&l
® Evaluation of taxes th \Sg{);g ly for td ct produced in country, including
3 ahymilik powders

import duties syc G-
¢ |nvestig th 1801 tax breaks for the business and determine of
it b itere ontribution
o @}e ed toadjust t n rates in case this option is followed
nd

otion The Government may choose to introduce a seal of
a I fo meeting agreed standards (e.g., logo on product packaging) to

encour o purchase and use product and provide funding to promote education

a
% vernment willingness to promote product by creating a "seal of approval"
: @ o ldentification of criteria to be developed so that multiple companies have the
(~ ability to achieve this standard
o Cost evaluation for Government to implement this type of approval process
In addition the Government of Rwanda will potentially choose to run education campaigns to

increase awareness of the product and its quality and importance for infant development, as

well as programs on how to prepare and feed the product to the child, which provides inherent
value to the business venture

¢ Estimation of cost to be supported to implement a marketing campaign
* Investigation on the best avenues that would be used to run marketing campaign (e.g.,
Community Health Workers, pamphlets, media)
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The components of the business plan that must be developed have been identified

The skills and expertise of these companies will be leveraged to build out the key elements of
the business plan CHAI will work with the Government of Rwanda. These may inclu
¢ Developing an understanding of the capital requirements for building th y(|es)
o The size of the factory, square footage of land reqwred

Capital costs for production equipment, land and in

o
o Onsite storage requirements
o The production processes to be used, duct cost of
these equipment
o Selecting the number of factories re@
is

o Underlying costs of bli
storage
o Evaluation

new si astructure, civil works,

pfopriate ratios of debt to equity
% tifying favorable debt sources (ie. World Bank}
% Strategies for securing low cost debt financing for construction and working

capital

e Calculating the ongoing operational and overhead costs for production
o Optimizing operation efficiency of the factory to minimize production cost
e Identifying revenue sources and determining pricing strategy
o Estimating revenues from exporting, outsourcing, urban markets etc
¢ Identifying the responsibilities of the Manufacturing Business Entity
o Procurement decisions and relationships with cooperatives and supported
agricultural entities
o Positioning and integration into the distribution component {commercial and
government owned)
. Analyzing options for packaging and the associated costs
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o Cost-benefit and environmental analysis on re-usable containers versus
disposable packaging and associated capital and ongoing operational costs

@@@K@
©®©%%©®
%@%&@
S
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Annex 3: Local Procurement and Agricultural Development

Objective

The overall goal of this work stream is to develop affordable, reliable supply chain models that
guarantee sufficient quality and quantity of the major ingredients of the FBF and roducts,
procuring domestically from smallholder farmers when possible. I¢ chai «
development strategies identified are different for agricultural raw m i : o@
and dairy.

Our three primary goals for procurement of raw
local agricultural goods; {2) ensure reliable g
smallholder farmer incomes. The guiding
vields and reducing post-harvest als simultaneously. For
processed goods, namely soy ure from a domestic producer.
For dairy the goal is also i ikt a local producer, but currently there

is no production i rOuENt inan éxpert to analyze the market viability of an
SMP plant in R@ dai ARW designed after the results of that analysis.

that increasing farmer

.,-:
and decision making relies on significant involvement from the
Goy anda and could not be done without guidance from the steering committee.
ion describes some of the main components of this work in more detail.

ost-Harvest Handling: Storage, logistics and quality assurance of crops

In many staple crops supply chains, low productivity farmer incomes result from both poor
yields and significant post-harvest losses; this part of the program will exists to minimize those
losses.

Storage: since Rwanda is such a small country with very impressive road infrastructure, the
food processor will plan to setup sufficient storage on site to ensure quality, fumigate regularly,
and reduce pest and disease infiltration. However, bacterial infections, like aflatoxins, and
other comproemising agents are can originate on farm, so the cooperatives may also have to
develop higher quality storage facilities. The Government of Rwanda and CHAI will need to
carry out an assessment of the storage capacities of its partner cooperatives to determine
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whether increased capacity or improved hygienic standards are needed and then work with the
coops and other partners to come up with solutions to this constraint.

Logistics: the FBF and PLW Food processor and CHAI will need to determine the most cost
effective way of transporting the product from the coop stores to the facto without 3

compromising the quality. Some options include paying the coops a high
the factory, outsourcing the logistics to a trader or other third pa

liver t
pfron a@
angoing investments in managing an internal logistics system w'tr ssing mp
p

( Quality Assurance: in addition to storage and logist ood prggésso HAI will
determine other ways of assuring quality thr in,
not limited to extensive pre-purchase p

arve including but
iNg, wi rk% fafmers and coops to
increase their Q/A systems, and payi preénditm for e@ ity: Quality absolutely cannot
be compromised in this prog @ of th { :\;cts it could have on the infant
consumers of the produ @@

Dairy: Skim mi @

Rwan es t prc% S milk powder (SMP); however, the dairy sector has a

iq;n i “u,

Once that expert analysis is complete,
C he results to Government of Rwanda and agree on a way forward regarding
rement, importation if necessary, and import duties.

(_ ey Decisions
In order to begin implementation of the above programs, many analyses will need to be

conducted and Government of Rwanda and/or relevant partners will need to make the
following decisions

° Volumes: the food processor will need to finalize volumes demanded for each crop
during the planting season of 2014 based on final product formulation and factory
capacity.

o Revolving Fund Size: the Government and CHAI will need to determine the optimal size
of the revolving fund by conducting an analysis of what level of capital injection is
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needed to ensure sufficient, low-interest financing for farmers and cooperatives within
the FBF and PLW food supply chain.

o Revolving Fund Investors: CHAI will need to determine the partners/investors/donors to
target for investing infcontributing to the revolving fund in consultation with the

Government
o Revolving Fund Structure: the Government and CHA! will need tg@ﬁ oW the
revolving fund is structured to provide easy access to timely, lo

* Finance Partners: if the structure for input financing nec lal mstlt
other partners, the Government and CHAI will det iteria for ers
and choose those most capable of offering [ s and lowest
interest rates %ﬁ

e Coop Strengthening Support: th ﬁ oop strengthening

support partners will need t oordE ate, what-cobps receive what support,
on what timelines in or sfer prod i dge capacity of partner coops

¢ Collection Logistic f@ oces I"EHAMIL determine the most efficient way
of coilectmg - s and take them to the factory with input

rtne

domestlc sugar producer will agree to a forward
s:stance from CHAI

@ assistance from CHAI and government

Tentative Workplan
Below is a tentative outline of a workplan for the agricultural inputs work. The relevant
stakeholders can use this draft to develop an improved version.
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Actlvities | Jun | Jul I Aug |Sept | Oct | Nov | Dec l lan |Re5ponsibIeParty[ig‘§)

Volumes

Ceterming 2215 volumes/plznt capacity §

159(2)(ba);

poamemmst | | [s902)(ba)

Value Chain Interventions
Cocg landscapeandvenir g criaria

Coop due diligence andshort Bsting
Coerdinating purtners for cospsupport
Sigring cacp forward comracts

Ensure seefzpatto farmers

Ensure fertioerszotto farmars

Post-Harvest Handling & Quality

Cocp starage capecity fiekd 2Eseasmant
Storage ine rventizn Gif any)
Logicticzsystams snsheed & chosan

Quality Fzsurmnce stratagy snalysis ,/‘

Processed Ingredients

Azseczmentof suzarlandsiape

Forward sonwractag Wi

Foreard cantrasy ngreks (}Qf yaail o

Dairg 72 \\__ A"

st rqum potental
f Ihvfgte ]
'%cﬁ red
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Annex 4: Organizing Comprehensive and Efficient Distribution

Objective:
The overall objective of this section is to develop an efficient distribution network that will

ensure that nutritious foods reach all villages in the country. The highest prevale stuntmg
exists in rural areas and therefore the products must be distributed efficie ot

em
villages in addition to towns and cities. Some factors such as quality dist
markets dramatically impact the availability of food. A special e be t on thyee Ezo

characterized by higher stunting rates, higher poverty rates teess t

ucts out
te dlstrlhutlon

ckaging will also be
poulage and help maintain

Potential distribution channels include public healt dehv

to rural areas augmented by community hea Q
networks or a combination of public and

developed that are low-cost, hmit

food quality in the home. @ @

2dic

Progress to Date:
To develop a nd r I’IbUtiOh strategy for the nutritious product, the
followi ts to be ad

N

tion OS i&?&ﬁnmg high level of stunting in specific geographic areas
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Stunting rate

Democratic Republic of Congo

0510 20 30

™ Kilometres

b

proportion of HHs
have limited access
to main

Source: CFSVA a

£

ffected by stunting: the Northern region - 60% in rural

- and the Congo Nile Crest - 50%, where more than half of

tion to reach rural households. In many districts of the Southern and Western regions {red
ags), a high proportion of households are living in villages located more than 5 km from main
road”’ which is reflected by a walking time to market three times higher and a walking time to

3+ CFSVA, 2012

35 The RSTMP Road Network (i.e. of national and regional importance) consists of approximately
2,837km (nearly 20% of the total road network) of which 1,171km are paved (40%) and 1,667km
are unpaved/gravel roads (60%). 9,302 km of the network are unclassified unpaved roads for
which no standard capacity analysis exist.

36 Summary of Transport backward-looking Joint Sector Review for the financial year 2011/2012,
September 2012

37 CFSVA, 2012
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health facility more than two times higher than for urban areas®. Main roads accessibility has a
significant impact on food consumption score® and, distance to hospital, on the likelihood for a
child to be stunted. Also, relative market exclusion is expressed by the low levels of freight
exchanged between the Western and Southern regions with other Rwandan cities*’, creating
potential physical barriers for processed food producers to reach final consumers.
These two areas are also the ones with the highest poverty rates: 44.9
considered as poor in Rwanda while this rate reaches 56.5% and 48.4%
West, respectively®’.

le are

A proper assessment of the key factors explaining b : v AT s to be
( performed 1o evaluate to which extent relative geogrg & { : situation. A
set of indicators will have to be developed toprovide coMNsi i alysis. Field visits in

; nform

target areas might be useful to complete fi
2. Choice of Distribution

One essential decisio,

@
ice of distribution network. This requires to

edte a reliable distribution network for the suite

Propo @ orks to be studied

@ tribution Networks
C

38 The map of Distance to main roads in Rwanda (CSFVA, 2012) shows that parts of the Western
and Southern areas have relatively lower access to roads network.

% Food Consumption Score (FCS) is an internationally used WFP standard score calculated by
weighting the frequency of consumption (number of days per week) of different food groups consumed
by a household during the seven days that preceded the interview. Source: CFSVA, 2012,

“ The detailed map of freight volumes exchanged between Rwandan areas (Strategic Transport
Mater Plan, Rwanda, 2012} shows exclusion of the Western and Southern regions, where the
volumes shared can be five times lower than for the other regions.

41 Statistical Year Book, 2012,
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o MPDD network: Public Health Institutions possess their own network of distribution that
dispatches medical products from the central level to the health facilities level through
an active distribution system, via a network of 30 district pharmacies, supplemented by
the network of 45,000 CHWs and/or 450 CHWs cooperatives or 450 health centers
permanently connected to households in their community. Whether th mmunity

Health Worker system should be the primary {or one of) the distributio should
be assessed.
o Specific channels have been implemented to reach Comliuh orkers r\g
“provides ople

Private distribution Networks
Some major companies in Rwanda p

Cooperatives with goods and services — example of S (o
( through via CHWs network. @ @

stems that deliver their
have strong supply chain

twork: big companies possess sophisticated distribution
urced) to deliver their products nationwide. E.g.: s9(2)(a

. ases of SACCOs and Rwandan Women Network as example of networks with
ghlevel of coverage.

xample of fertilizer system for farmers: subsidy with voucher system to ensure

Q @ availability of product to vulnerable farmers (3 companies/organizations are in charge of

distribution in the 30 districts)*?

Design or own the Network
Based on the assessment and evaluation of public and private options, customized solution for

distribution will be envisaged as well. Estimated costs and benefits of possessing own network /
outsource this activity will be considered.

42 Source: h headlines.rw/private-sector-takes-u
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o Design customized network: based on assessment and evaluation of public and

private options,

customized solution for distribution will be evaluated.

Combination of both public and private networks might be an alternative.

o Study the pos

don’t exist yet in Rwanda

Proposed list of key evaluati
channel:

Table 1. Evaluation criteria to assess distribution netw

sibility to create a market for new specialized logistics companies -

@ &%

on criteria (not definitive) to be used to e

Evaluation criteria Description (\\\\\) ) b A<\\\) ) v

Preserve product quality Warehousm hﬂmai storage conditions
and nutritious {tempe ity e@ potential microbiological
characteristics Q@n thh ) ﬁg\m cts).

Market coverage

\toféac

>l\ Wﬁcuseholds even the most remote places
aIe;,f;ﬁx ring all seasons

Robustness, r;

and ff%'ﬂ\tvi%w

s@ndto face and react adequately to unplanned demand and
, without affecting production and products availability

on

ke

Cabg\;ﬂt)y to reach all areas during all seasons while preserving products

ﬁuality

Ma}lagem @\Q’% Cla

Centralization vs. decentralization of payments, costs of transaction and
certainty

f!omgiﬁ eme
mé%nd

\q uation mechanisms

Forecasting and control of potential disturbances and ensuring optimal
and timely response

Tracking tools

Ensure total traceability of food from the field to the plant, until the final
consumer

Volumes of investments
required

Launch distribution activity {(might varies a lot depending on the chosen
solution and existing transport and storage capacities)

Distribution and
management costs
evaluation

Incl. transportation costs{physical characteristics of goods delivered,
distance), handling costs (function of the volume moved), inventory
costs (capital and opportunity costs, storage space costs, inventory risks
cost) and information costs {management of information between

partners involved in the network}
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Loading capacity and
inventories
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Aptitude to absorb substantial quantities of products {volume per
region) and to manage efficiently inventories and buffer stocks from
central to decentralized level to ensure continued availability of products

Integration with other
activities

Creation of synergies with other activities to increase the overall
efficiency of the system

Other key concerns

s -
To be defined N (\\\?/) d<
AN \>
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Executive Summary
Project Duration: 2013-2018

Location: Ethiopia, and

Budget: US

B892} (b)(ii
Project Goals: In the context of CHAI's nutrition initiative, a) to ensure a reliable, high-quality supply of
ingredients for the local production of highly nutritious foods; and b) to substantially increase the
productivity of smallholder farmers and lower post-production costs and waste, thereby raising farmers’
incomes while accessing best possible prices for crop inputs,

Ratlenale and Approach:
CHAl is undertaking a multi-country initiative to help governments dramatic
chronic malnutrition, or stunting, among children under five. In
households need access to highly nutritious foods for pregnant a
gu exclusively breastfeed in the first six months of life; and ace
for children from six months to two years of age. In

sector, CHAI intends to establish food-processing 4Gl

pregnani/lactating women and for infants, by@

intends to work closely with Mipi€tiey of Adriculture.aAd Pt

practices of approximately® Fsmaltiolder a7 %&' will supply the food processing plant(s).

Smaltholder farmers’ yields\a stfained b - 255 to the credit and information necessary to

buy the recomm d 25 g&’ piifs like fertilizers and improved seeds, and losses are
(] i

compounded b i arvesting, storage, and transportation. CHAI intends to
work thed far ooperative
to ﬁ;’ ccess t& yredit,

adii=ess the root causes of vield constraints: developing financial
oting uptake of the recommended packages of inputs, and

rvesti g techniques to reduce crop contamination and loss. By working with
fa to s antiall ease yields and lower waste, thereby enabling farmers to bring greater
volume oftrbis t et, CHAl intends to lower the cost of the main ingredients for production while
boost s/annual househeld incomes by an estimated $367, $357, and $254 per farmer in
, and s6(a)] respectively by 2018. Intervention in post-harvest storage and
C poartation will additionally reduce the risk of contamination and other quality issues in input crops.
{‘“ HAl intends to launch this effort in partnership with the Government of Ethiopia, which has strang

public systems and a firm commitment to tackling both nutrition and agricultural development. In
Ethiopia, CHAl will work closely with the Federal Ministry of Agriculture and the Agricultural
Transformation Agency, and leverage the network of agricultural extension workers who operate at the
community level under the Regional Ministries of Agriculture. At the same time, CHAI will work with the
Ministries of Agriculture of {sG(a)} and [g(a to Identify appropriate partners and formulate
program plans to support the launch of similar efforts. All three countries have a rich landscape of
NGOs supporting agriculture; rather than duplicating efforts, CHAl will collabarate with the appropriate
partners to drive the targeted objectives of this agricultural strengthening work.

By engaging with the cooperative structure that underpins agricultural production in Ethiopia, @ ,
and s6(g)] . CHAl can ensure the supply of affordable, high-quality ingredients for the production of
nutritious foods, while contributing to national economic development. Successes using this model may
be applied across CHAI partner countries, and to other businesses relying on agricultural growth.
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1. Background on CHAI's Nutrition Initiative

The Clinton Health Access Initiative (CHAI) is undertaking a rﬁu[ti-country effort to help governments
dramatically reduce the incidence of chranie malnutrition, or stunting, in children under five. In CHAl's
partner countries, more than 40% of children are stunted, due in large part to inadequate quantity and
quality of nutritional intake in the ecritical first 1,000 days of life, between conception and a child’s
second birthday. Children who are stunted suffer from impaired cognitive development and have
weakened immune systems, substantially increasing the risk of sickness and death from common
childhood illnesses. Due to its debilitating impact on the immune system, malnutrition is cansidered to
be a contributing factor in over 50% of all childhood deaths in developing countrie nutrition
has gained attention in recent years through the organization of the Scal
Movement and accompanying advocacy efforts, large-scale program
comprehensive way have yet to be implemented,

Buliding on strong relationships developed through CHAI apd-the (it datiogh
care and agricultural development, CHAI will be partnering i @ g Agrieulture to
= i ¢ QBVEID
astfeeding in the first
ds, alongside continued
ost households lack year-round

six months of life; and promoting
breastfeeding, for children from six

develop a suite of nutritious o) pgrdnt and lactating women that is produced
locally in state of th d-pripbdssing fofto) asetd primarily on local agricultural products, and

ion strategy urgently in numerous countries. The population of the
8 {esize and number of factories needed. In some larger countries like Ethiopia
8| factories wili target the most strategic geographic areas first and scale up
B e. Each factory will take one year to build, from ground breaking to production of
ods. CHAI anticipatesfS@®M narket coverage of the target population of each factory by

(_' 5 'm end of its third year of production. in , the factory will begin producing in mid-2015 and

g of the country’s entire population by mid-2018, In Ethiopia, the factories will be producing
food in early 2015 in two regions that together make up of ™" bf Ethiopia’s population. By the end of
2017, the nutritious food will reach@uf those two regions, o “hf the total population of Ethiopia.
InE6(a) . @ factory will open in early 2016 targeting a region that encompaof :

total population; by the end of 2018F"™f its catchment area will be served, of "™ bf the population
of the country. CHAI will seek to launch new factorias in 2017 in Ethiopia and in 2018 in to

expand the program nationally and serve™ " ""bf the entire populations of the two countries Thrae years
after they launch.

CHAI will initiate this program in partnership with the governments of Ethiopia, |§6(a)] and sgra) -
All three governments have expressed their strong commitment to this program given their deep
concerns about the impact of chronic malnutrition on their human and economic development.

! Rice et al,, Malnutrition as an underlying cause of childhood deaths associated with infectfous diseases In developing countries.
Bulletin of the World Health Organization, 2000, 78: 1207-1221.
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Government partners are intent on implementing practical solutions that can produce results urgently
as this program has been created to do. In Ethiopia, a strong network of government-supported
cooperatives and health extension services that reach the community level provide channels for both
agricultural support and ensuring that nutritional products reach the population in need. In s6(a) and
@ . 8 mix of public and private sector channels may be used to reach the rural populations. All
three countries support public-private partnerships that can provide socially beneficial products while
creating jobs and promoting economic development. These three countries represent an opportunity to
achieve impact rapidly while demonstrating the efficacy of a comprehensive approach to tackling

o @«@@%@ﬁ
©@© @©®
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2. Agricultural Strengthening: Introduction and Goals

CHAI's agricultural strengthening work will focus on supporting the cooperatives that will supply the
ingredients for the production of nutrient-dense foods for pregnant and factating women and infants.
The table below shows the estimated annual maize and soya volumes needed to produce the fortified
baby foods; these volumes will increase once the formulations for supplementary foods for pregnant
and lactating women are finalized and these production volumes are included, At current levels of

marketed smallholder yields, approximately’ Athe smallholder farmer households wi ngaged to
supply the necessary volumes, Given the range in size of cooperatives within each-of ries, th
number of cooperatives CHAI will partner with in each country will be det e next f

months during the process of identifying and assessing partner cooperat]

k ! .% % _
R LI N E Cak

Cop @
Marketed i Cosumad

[rereted orwoned
) 8% N \\ S 829
592)(b)(ii) ”*9(2’?2( %

A€ Y 28%
562 (\l-%\/ 0%

s AT
A(\\\< i\ \a0% 60%

qC () \;\S\/‘
eate sustairfahle foo ocessing businesses and for these foods to be affordable to a
t extensive government subsidization, crop ingredient prices will need
ally competitive crop prices, At the same time, the crops need to meet a
order to ensure that no contamination is introduced, particularly for the

ields and lowering post-preduction costs and waste. By increasing the efficiency of crop production
through targeted investments, CHAl expects to be able to keep crop prices low for the food production
facilities while increasing profit margins for smallholder farmers. The table below outlines the yield and
income increases anticipated for the farmers participating in this initiative.

A
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- Figure 2: Expected Yield and income Increases Resuiting from the Agriculture Strenathening Work

' ! i Yields/Farmer 1 Annual Income / Farm

i fim e s mmmamas S S S,

. : t l 7 ! E i -
 Country - Crop { 2013 | 2018 | 2018 Projected ,. 2018 Project l
; P ____i| Baseline }Projected || 2013 Baseline || Increase ($) 1§ Increase {%)
T ' ) 38(2)(B)(ii

* Income assumptions used maize only in Ethiopio. Medel will

One of the major constraints that smallholdenfa
thereby increasing yields, is limited acfessth crédit;
to establish “facilitated contrac :@ angeme@

o
e tolsa VBN often with terms forls9(2)(b)(iif the
i ‘ndarrangements are facilitated by the government, [s3(2}(b)(ji}i

ubstant N
andis9(2) (b)(in)]
in addition to building loans

ural inputs, CHAl intends to provide forward payments where feasible
1 advance of the harvest season, to smooth farmer incomes over the year

pihg directly with the suppliers of the crop ingredients for the food processing facilities, CHAI can

@- r control the quality of the incoming goods, which is critical to ensuring a final product free of
(4]

ntaminants. Due to limited infrastructure for transportation and storage, crops may be exposed to
meld, rot, bacteria, pests, animals, mycotoxins, and other contaminants between the field and the
market. CHAI will work with the food processing facilities and government partners to establish a2
transportation and storage system that minimizes the time that ripe crops are exposed to potential
contaminants, With influence over the package of agricultural inpuis that farmers are using, CHAl will
also be able to monitor the use of any harmful pesticides or other chemicals that could be damaging to
human health, and particularly-sensitive infants, in the final product. CHA! will also consider
establishing arrangements whereby crop payments are differentiated by quality standards, incentivizing
farmers to reduce the risk of contamination in their harvested crops.

The specific goals of CHAI's agricultural strengthening work will be a) to ensure a reliable, high-guality
supply of ingredients for the local preduction of highly nutritious foods; and b) to substantially increase
the productivity of smallholder farmers and lower post-production costs and waste, thereby raising
farmers’ incomes while accessing best possible prices for crop inputs. CHAI will pursue these goals via

7



four major streams of work: 1) strengthening cooperatives; 2) developing financial toals; 3) expanding
access to agricultural inputs; and 4) improving harvest and post-harvest technologies.

CHAI will be the overall facilitator and project manager of the nutrition program as well as the
agricultural strengthening activities described within this proposal. However, partners will be critical to
successful implementation. These partners and their proposed activities and responsibitities include:

- Ministries of Agriculture: Partner governments will provide overall support to program design

and implementation including, but not limited to:
and
uppor E ;
nd politf
vel

[sQij_(Qﬂ iii
well as

farmers for

cooperatives and sector strengthening through public extension

frameworks and policies.
- Donogrs: Donors are contributing to the agricult

potentially capitalizing the revolving fund that\wy

inputs and to cooperatives for collecting art agpdy
- World Food Programme {WEP): WFP : : tfition Program and has

provided significant support {o-tive.develegn
formulations for the nutgit products
¢ VKD
er cooperatives.

experiences, fr Py %rchas r
for surp@iﬁ §af crop
- IpySstora\j Food Pﬁ)\ &rng mpany: investors will fund the establishment of joint

efood p\rw{\g\e%ing factories in each country.

icated their intention to

Additionally, WFP is sharing information and
rogram, which will provide an additional offtake

i

[ cost financing to farmers and cooperatives. lavestars will also be responsible for
duct development and market testing.

f'@\ @ Technical Partnersis9(2)(b)(ii) is a global leader and specialist in plant and

processing equipment for the food processing Industry. They have extensive experience in
Africa, providing processing and post-production harvest equipment and designing optimal
workflows from farm to factory. F*RI00lis g technical partner in CHAI's Global Nutrition Program
and has already begun designing optimal harvest, storage and delivery workflows for the
factories in Ethiopia, to help minimize loss and potential for crop contamination.

- Local NGOs: CHAI is in the process of identifying and vetting the most qualified and experienced
partners in each country to implement the cooperative strengthening and extension work
directly; CHAI will also leverage opportunities to partner with other NGOs who are already
funding work in these areas and will collaborate with CHAI without receiving direct supgort.

- Financial Institutions: CHAI is in the process of identifying and vetting financial institutions in
each country to implement the revolving fund loan products at below market interest rates for
the farmers and cooperatives in this supply chain.

- Cooperatives and Cogperative Unions: Cooperatives and their unions will be respansible for
overseeing the planting and harvesting of their farmers, delivering inputs, accessing and possibly
distributing loans, and finally aggregating and temporarily storing the crops post-harvast,

8



CHAI s building guarantees and accountability mechanisms into this structure to mitigate the risks
involved in coordinating partners and ensuring they deliver on their responsibilities. For example, this
program will be a strategic priority for the national governments in all of the partner countries with
significant buy-in and political will behind its success. Ministries of Agriculture will also be members of
the national steering committees the governments will establish to implement the program, so their
input and expected responsibilities will be agreed upon from the outset, During the negotiations to set

up the food processing companies, m
o @) (b) (i) s. The food processor andfor _ o

]weather and other risks relevant to crop production and h Whife it

wiil not oe possible to eliminate all potential risks, CHAI will continue to seek oppart
and proactively manage risks throughout the design and implementation of thi i

re the guantity demanded from
scape mapping of existing partners,

internationally competitive and unde “1
quantity and quality, analyzing i
cooperatives at the quali a\ard fing

ity whi feraged through CHAI's agricultural strengthening
. 1 tlined below will be reviewed and updated following the

as been identified as a potential implementing partner for
sion work in both countries,



3. Current Situation

3.1 Economic Grawth and Development Depend on Agriculture

Agriculture forms the foundation of the Ethiopian, and @ economies, making
increases in agricultural productivity and profitability essential to economic growth and development.
For all three countries, agriculture plays the dominant role in economic production and employment,
Ethiopia’s agriculture sector, which is growing at 8.5% per year,? accounted for 41% of GBf%and 90% of

exports in 2010, and employed 85% of the population.® Agriculture is the most ector of
economy, employing about56(z)]of the workforce, while more thans6 (2 3 pu%at'
!sﬁzaj miliion households) consists of smafiholder farmers.? In byl séctor u
ui: of the national income and of merchand erves gsthe }Em

( source of food, and provides employment opportunities to abou {E‘@ 3 @

{l n, all three
countries have concentrated efforts to further agricold g ¢’ made immense
economic and strategic commitments to agricuitule ent expenditures to
sector development,® and positioning it oWt and Transformation Plan.

provide the overall<frgmmalwe i j ment, while the
gL s6(a

56§a§| sptstion.” The Government of 56(a)] has
elevated agriculture a griorities and developed anfs6(a)]

%)
-%’ : stakeholders and made targeted commitments
under the «Nspee Africa

i velopment Program.’ All three countries are signatories
frica Aghic
ir_patignal budgets on agriculture and ensuring at least a 6% raise in

evelopment Programme (CAADP) that commits them to

ural sector growth means improving productivity and profitability for the millions of
ho make up the backbone of these agriculture economies, but who currently produce at

World Bank, Country Partaership Strategy for the Federol Democratic Republic of Ethiopig, Ethiopia Country Management
Unit, Africa Region, 19 August 2012; CAADP, Rwanda Agricultural Growth, Poverty Reduction, and Food Security, avallable at:
www.resakss.org/index.php?pdf=39445 accessed 28 June 2013,

® Techane Adugna, Directar, Planning and Programming Directorate of the Minlstry of Agriculture, “Ethicpia’s Agrictlture Sector
Policy and [nvestment Framework (PIF), Dec 6. 2010,

% “Rural Poverty in fo 5 e 2" International fund for Agricultural Development Rural Poverty Portal, retrieved Aug 2013, from:
htto:/fwvav.ruralp gvortal.org/country}homejtagsfss a !

8 6] Government website on agriculture, retrleveJ’Aﬁg‘z) 13, from: hitp:/fwww. = fagriculture. htmi

& gzri) Republic of Ethlopia, Ministry of Finance and Economlc Development and Ml‘nimg"o) Agriculture and Rural
Development, “Global Agriculture and Food Security Proi ramme Request for Funding Public Sector Window

Agricultural Growth Programme” 29 Sept 2010

? “private Sector Development Mapping: Final Report,” .
» World Bank/FAC Cooperative Programme, 31 Oct 2008, p. 12

ssiai 8 Country Context, Feed the Future website, retrleved Aug 2013, from; http:/fwwew. feedthefuture.gov/country/
® The New Partnership for Africa’s Development (NEPAD)'s Comprehensive Africa Agriculture Development i’rugramme
(CAADP]} officlal website, retrleved Aug 2013, from: http://www.nepad-caadp.net/about-caadp.php
10
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only subsistence levels. Average plot sizes in 2l| threefcountries are extremely small: in Ethiopia 55% of
farmers operate on one hectare or less, inHI of small-scale farmers operate on less than two
hectares, and in , average landholdings have fallen from ectares in 1968 to [s6(a)hectares
today. 91 pogr yields and limited profitability of these small plots often prevent smaltholders from
making sufficient income. Partly as a result, 29.6% of Ethiopia’s popu!ation!staj of ’s
population, ands6(a)] of ’s population live below the national poverty line, 3145

Fortunately, there is significant room to improve the productivity and profits bility of smallholder farmer
cereal yields, which are the largest portion of production in all three countries.t® Currently, the
production brought to market in these countries only represents a fraction of potential yields, as
measured by benchmarks in developed, upper-middle income countries. As can be s i ble 1, the

productivity and profitability of crop vields is reduced at several stages as Crops arkel@

5% of
potantial
yleld
- .

T

~0

try
VA
g
Ovepall; cere ifi all three countries falls far helow international henchmarks. Due to a.
i { hiopia produces only 45% of the cereal vields, or kilograms per hectare, of
¢ ST » Yields have not improved since the 1970s."® Average vields per
s6(a)]  over a seven year period (1996-2003) range ffomfsﬁga )I metric tons (MT) per
his average is well below an achievable potential, as vields of 8 MT per hectare are achieved

N

<] : . .
y Devalo \\hn Post-Harvest  Unmarketed  Sroughtto
untry Yi ductivity Losses Percentage Market
v

[s6(a)]

0 MINAGRI Ministry of Agriculture and Anima! Resources: Annual Report FY 2011-2012.

! wprivate Sector Development Mapping: Final Report,” @

» World Bank/FAQ Cooperative Programme, p._‘l@
2 agural Poverty in {g—g'@]” International Fund for Agricultural Development Hural Poverty Partal, retrleved Aug 2013, from:
hitp:/fwww.ruralpo ortal.org/country/home/tags/ s6(a

"* World Bank Data, Ethiople, retrieved Aug 2013, from: http://data.world ank.orgfcountry/ethiopia 362 a }
“World Bank Data, » retrieved Aug 2013, from: http://data.worldbank.org/country/ ficp_wl
;: World Bank Data, » retrieved Aug 2013, from: http://date.worldbank.org/country/ 56(a

48.14% of totz| praduction in Rwanda (CARANA Corperation 2010) and 70% of agricuitural GDP in Ethiopia {Dercon, S, and
RV, HHll, Growth from Agricuiture in Ethiopio. ldentifying Key Constraints, DFID 2009)
 CHA znalysls of FAQ, FAOSTAT, avaitable at: http://fanstat.fag.org/site/335/default.aspx accessed: 28 June 2013,
B epyral Paverty in [ce 731" International Fund for Agricultural Development Rural Poverty Portal, retrleved Aug 2013, frora:
http:/fwww.ruralpo rtql.org/ccuntry/hame/tags):sﬁia i]
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by some farmers under field conditions without irrigation.® Therefore, increasing yields on existing
plots represents a major opportunity to bolster economic returns for smallholder farmers.

A significant portion of yields is lost during and after production due to sub-optimal harvest and post-
harvest practices, In Ethiopia and s6(a)| - harvest and post-harvest losses are estimated to range from
20% to 40% of total production;******the estimate of losses in is 25-35%.%

Finally, poor market coordination, a lack of sources of reliable demand, and variable prices discourage
farmers from actually selling their crops at market. As a result, many farmers use their crops for
subsistence, feed, seed, or wages-in-kind. Often only a fraction of production is brought to_market: 14%
and ~25% in Ethiopta and e[z  respectively.’*

Together, these problems drive down the agricultural productivity and profit S across

three countries. Across the following pages, the major root causes of %I i

examined. % & 5 ;

d see :@n Ethiopia, only
fertjliz %t 2007-2008 seascn,”®

see end to b h 11% of farmers use hoth

, a method Whi maximize proven compounded
st some improved seed, but most of

ent survey in SGFéi , less than 15% of
fford improved seed.

3.3 Suboptimal [nput Utilization Drives Foor Agriculture Yi

In Ethiopia, 56(a)] and 5e(ay , inadequate us

4.7% of farmers used improved seed and 39%Yse
For maize production, where fertilizer
improved seed and fertilizers sim
productivity gains.” [n 56(2)
these continue to use non+ng]

farmers were using fe

Three majg ac@ ccess t
B mproved iyputs f oduction is less than potential demand;
ers often c& afford improved inputs nor zccess affordable credit; and
any, y lack the necessary knowledge to appropriately apply these inputs.
)

-~ \@o\fw%pmem Mapping: Final Report,” 5575
MOO& p.17

World Bank/FAQ Cooperative Programme,
22 Value Chaln In Ethiopla: Constraints and Opportunities for Enliancing the System, Washington DC, 2010,

ated Post-Harvest Losses (%5) 2003-2012 for malze in m" African Postharvest Losses Information Syster,
fieved Aug 2013, from: -

I;azttp://www.aph!is.net/index.php?farm=losses_estimates&co_Id:SO&prov_id=416&c__id=324&year=2012

SB[ a),‘ Towaerd an African Green fevolution,” PLos Biolegue,
retzfeved Aug 2013, from: s6(a

“Improving Market Access and Value L’d'dl(t:(:oin for Sustainable Agricultural Development,” @
retrleved Aug 2013, from 56
# Natlonal Institute of Statﬁtif{) f Rwanda, 2011; Central Statistics Agency Ethiopia, Agriculture Somple Survey 2611/2012:
Report on Crop and Livestock UtlHization, Volume VIl Addls Ababa; August 2012,

&
7

amental tools for increasing agricultural productivity:

25 N
"Private Sector Developrrent Mapping: Final Report,” <6(3 1
-..]ss a
6(a)| + World Bank/FAQ Cooaperatlve Programme, 31'0(¢: 008, p. 16 ' :
% per c!? 009.

* |FPRI, 2010,
»® “Drive'rs of improved maize vatiety adoption in drought prone areas of E@” Journal of Cevelopment and Agricultural
Economics, z e (_4) , frome

2 anvate Sector Development Mapgping: Final Report,” -

+ World Bank/FAQ Cooperatlve Prcgramme, fs 6(3)’
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Supply Constralnts Limit Impraved Input Use

The supply of improved inputs has been highly variable in these partner countries. For example, in
Ethiopia, seed and fertilizer sales are dominated by the public sector and often face shortages. Current
seed supply meets only 50% of demand in country,™ and fertilizer is imported at high prices through an
erratic and complex supply chain.®*

Formers Cannot Afford Improved Inputs nor Access Affordable Financing

On the demand side, farmers often cannot afford Improved inputs due to both high prices and the
seasonal nature of smallholder farmer income, Often, farmers do not have the cash on hard to afford
inputs during the planting season due to the nature of one-time, bulk sale of cro e harvest
season.®® Adverse events, including inflation and bad weather, can cause po rms a

subsequent capital shortages, leading farmers Into a downward spiral of pao

Ethiopia, s6(a) and ls6(a)]  loans to farmers ar
prohibitive conditions, In Ethiopia, interest ra
collateral of 100% of the loan plus interes
restricted, especially for smallholder
interest rates are often prohibitiv

féble, farmers may lack access to the infarmation
icular, tailoring fertilizer and seed products to soil and

Farmers Lack Information on |
Even when imprg P
necessary to u 1 gppropria
weathe ﬁ\}ii‘tio be diffic

ih\ag \S/f/mb i caching more farmers with technical capacity-building support,

: ved inputs upstream for more optimal use.®® In[ggra) |, extension

n provided by the government with minimal involvement of the private
NGO- and farmer-led initiatives have started to assist the goverament in
ore than 200 NGOs are now involved in agricultural extension programs, either asa
or as part of an integrated rural development program. The

Cooperatives Take Center Stage in Enhanced input Use

Across all three partner countries, cooperatives provide a primary interface to farmers for improving
marketing, distribution, technical assistance and access to financing for improved inputs, but these

* Interview with MoARD Input Marketing Directorate
*! Rashid 5 et al, Fertilizer in £thlopla, The Pollcfes, Value Chain and Profitability Addls Ababa; USAI D/IFPRY, June 2012,

2 van cer Laan, J, “Going Local, the case of Minimex: a report on how Minimex can source frem small scale farmers in
Rwanda,” Agrl-Profocus, January 2011,

a Meeting with Mr. Yared G. Michael, Program Manager, Association of Ethlopian Microfinance Organizations, March 2013
3 USAID, Development Credit Authority Overview, available at:

hitpif/transition.usaid.gov/our_work/econemic . growth_and_trade/development_credit/ accessed 28 June 2013.

% “Rural Poverty In [ o' r 4 International Fund for Agricultural Development Rural Poverty Portal, retrieved Aug 2013, from:
http:/fwww.ruralpo rtal.org/country/home/tags

S
26 ATA, Agricuttural Cooperatives Sector Deve!opmentStmmz-zm &, Governmant of Ethlopia, June 2012,
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services are underutilized. In Ethiopia, cooperatives currently market nearly all fertilizer and seed to
farmers in country, but face challenges with procurement and access to financing.” Because of these
challenges, Ethiopia Is considering a policy change whereby microfinance institutions would be
responsible for the financial component of input procurement.

3.4 Harvest and Post-Hatvest Losses Limit the Production Brought to Market

Harvest and post-harvest losses of goods are endemic throughout sub-Saharan Africa and occur in
several stages as goods are brought to market. To begin, production may be harvested and dried using
suboptimal techniques. During the threshing or shelling process for cereal, product may be jost. Goods
may also be lost during handling and transport of the product, or optimal means dling and
transport may be unavailable. Finally, inadequate storage facilities may lead to rotar

These losses fall under two categories: weight losses and quality losses.
physical product, for instance through poor handling or threshing t
changes to the product itself that reduce the crop to an unmarke

other damage. Such guality losses may ar may not be identifi

typically have poor access to capital for purc
harvesting efficiency and reduce post-harvest | and f;

s reductipn;

cture for the storage, transportation, drying, and
mechanization § ! sesaeross the various stages of harvest. In all three countries,

farmers en forcing them to sell crops at market immediately after
haryet oila or storage conditions may lead to infection of cereals with the

Rus s aflatoxin, a toxic by-product hazardous to consumers’ health.
Aflato groblem in Ethiopia, @ and s6(a) where [evels hava been detected

at 30 - 50D ph on {PPB), significantly above EU standards of 4 PPB.

e investments are also required. lIncreasing access to mechanized threshing and

ot \ :
d hdrvesting machinery has been identified in Ethiopia as a strategy for reducing loss during
arvésting process,* s6(a)] s endowed with an area of56(ahillion hectares of land, of which

% is classified as suitable !or agriculture. However, about 70% of ‘s crap area is cultivated by
hand hoe, 20% by ox plough and 10% by tractor; and 6(a | relies almost entirely on rainfed
+ 39 . o 1 ape
agriculture.™ Across all three countries, there has been explicit recognition of the need for better and
more timely crop transportation systems to bring crops to market, which currently add significantly to
marketing costs (76% reegionaﬂy)‘m and cause losses due to delays and poor handling of products.

74 gricultural Cooperatives Sector Development Strateqy: 2012-2016,2012

% sasakawa Africa Assoclation, 'Theme 2: Post-Harvesting and Agro-Pmcessing,"Evailsl?.le_a tp:ffwwiw.saa-
safe.org/wwd/theme2.html, accessed 28 June 2013, s6(a

59356 a g Government website on agriculture, retrieved Aug 2013, from:
40 1BRE‘,— astern Africa: A Study of the Regional Maize Market and Marketing Costs, Agriculture and Rural Development Unit,
World Bank: Volume 45831, (December 2009).
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Farmers Lack Access to Information on Optimal Harvest and Post-Harvest Techniques

Knowledge of appropriate harvest techniques is as important as access to infrastructure. Engrained
traditional techniques for harvesting, alongside recent improvements in agricultural practices and
technologies, have created a changing landscape for farmers. As a result, Ethiopia, s6(a)] 2nd6(a
have recognized the need for dedicated agricultural technical assistance to expand access to enhanced
knowledge of harvest and post-harvest techniques.® In the three partner countries, the governments
‘are in the process of capacitating agricultural extension services to promate the spread of appropriate
posi-harvest techniques.

Cooperatives are Best Positioned to Reduce Post-Horvest Losses

As production Is aggregated post-harvest, cooperatives are well positioned to pLo
investments in and financing for infrastructure necessary to minimize losses

plots makes affordability of large capital investment for individual farmers i
appropriate infrastructure, cooperatives stand to achieve better pric r

guality and reduced pressure to sell.
3.5 Access to Reliable Markets Boosts Marketed Output O
The incentive to improve crop production and sel e marketQeneddsan farmers’ accass
to reliable agricuitural markets. in rural areasgia £€%5 is [irpit nspartation infrastructure,
and information on demand is often as etr particyld , tries are challenged by the
lack of reliable purchasers for cro t@ Demand oot he output, taken up by households
and not larger production facili '@' fomrar annot be accurately predicted.
| insuffitien fetinformation and expensive methads for crop
transportation dri es-and crest irfefficiencies. In Ethiopia in particular, insufficient
crop transpart irmation | demand is a major contributor to the importation of
ahnually6f food aid.’ atk of reliable demand and highly seasonal supply of crops also
intrasanqdal pricafluctuations in Ethiopia, ls6(a)] and [g(a)] - n Ethiopia, intra-
vari@s 25% nationally during 2012-2013.* Fluctuating prices reflect an
e

@ ggregating agricultural outputs and contracting with reliable seflers at more favorable times of the

ters of Crop Production

gar, cooperatives can pay farmers more for their agricultural outputs by providing more reliable access
0 market demand. In Ethiopia, for instance, it is reported that cooperatives achieve 7-9% hetter prices
for farmers than their market counterparts on average, Despite this market advantage, however,
cooperatives are often reported to.have poor management and require business improvement to
reduce lossas and enhance marketing functions. ™

“! Natfonal Post-Harvest Staple Crop Strategy, 2011,

2 ATA, Supporting Agriculturef Transformotion int Ethiopla:PAP contribution, PowerPoint Presentation by Khalld Bhomba,
January 2013

43 USAID, Ethicpia, “Feed the Future Multi-Year Strategy, 2011-2015," June 2011, p. 48

* caleulated from Ministry of Agriculture and Anlmal Resources: Annttal Report £Y 2011-2012; Central Statistics Agency
Ethiopla, Producer Price Index, available at www.csa.gov.etf accessed June 28 2013,

s Ministry of Agriculture and Animal Resources: Annual Report FY 2011-2012, 2012,

15



4. Partner Landscape

4.1 Governments Leading in Agricultural Development

in Ethiopia, s6(a) 2nd @@ . government agencies set strategy and coordinate national efforts
toward agricultural development. The Ministries of Agriculture lead the way in policy oversight and
national strategy development at the federal level, guided by regional and global goals. In particular, all
three countries ascribe to the Comprehensive Africa Agriculture Development Program {CAADP), which
established a commaon framework for addressing agricultural strengthening and sets growth and
budgetary targets for agricultural development across the African Unioty, and all the partner countries
aim toward achievement of the UN’s Millennium Development Goals (MDGs), whickdl eradicate

extreme poverty and hunger, @: ;
iy

Ethiopia
In Ethiopia, the Federal Ministry of Agriculture (FMOA) supervisa le
( directorates within the agricultural sector, and oversees the ure in a
{ federalized system. The Agricultural Transformation gricuftural

Transformation Council (ATC), which is chaired by t

for coordination and further development of a the ATA is to provide
technical support to the FMOA by leadin atton efforts in high-priority
areas.

The FMOA coordinates two pepaitifgdi Y3k pextensive agricuttural services to farmers
throughout the countrysthé N the Agriculture Extension Directorate, The

Input Marketing D thepublic Agricultural Import Supply Enterprise (AISE)
roved inputs domestically. For fartilizer, tha FMOA has
d currently imports and distributes all fertilizer in-country,
distribution and sale through private and public enterprises,
pian Seed Enterprise (ESE). The Agriculture Extension Directorate
of 54,000 government-employed and -trained agricultural extension

ss Ethiopia. Extension worker expansion has been accompanied by the

rrently focusing on the development of wheat and maize value chains throughout Ethiopia, In
particular, the ATA has focused on the development of appropriate support services, post-harvest
techniques, and access to high-guality inputs for these crops. Their efforts support the development of
new major sources of demand, called ‘sinks,’ to make maize and wheat farming more profitable. In
addition to these efforts, the ATA has recently engaged in more extensive programs in cooperative
capacity building, input markets, last mile distribution, and development of the seed provision market,

( @gﬁcultural Transformation Agency leads the way in innovative strategy development and is

In addition to the ATA's efforts to strengthen cooperatives, the Federal Cooperative Agency of Ethiopia
recognizas and regulates cooperatives across sectors.

The [6(a (56(a) ) coordinates implementation of
which comprises 60% of its overall budget. The program currently

provices subsidies for fertilizers and improved maize and legume seeds, with a plan to reach 1.5 million
6 .




farm families in the 2012-2013 farming season at a cost of U5$123 million."™ Established in 2005, the
program has been credited with spurring major maize production increases,*®

'@ , through its @ , supports a Rural Development
Program in each district that administers extension work in the areas under the district. However, the
extension work faces staffing and resource constraints, and only 17% of smallholder farmers reportedly
benefit from extension services.”® The k6(a) supports research
into improved agricultural inputs and methods and certifies seed as well as other inputs.

fn June 2012, the President launched the , which
aims to enhance sustainable food security through improving productivity, empower t ugh farm
mechanization, promotion of dairy and small stock livestock development, prometi

for exports, and promotion of irrigation farming.®® This project is supp
strengthening of cooperatives, as well as providing a parallel subsidy o ii?l

c the EEG  in the

n

. nutrition-oriented interventions and coordinates non-goy actors
L agriculture in gsiaji
The S e
societies in s6(a)] The 56(a) nd, manages a strategic grain

reserve of maize, equaling 120,000 2 : re-refated Ministries include the
s6(a) , (3]

s6(a) . All actors are gui 3 and
other relevant policies. : %@

» the 56(a) N ( is the main
e for th&\agricu sector. is structured into eight divisions, including: crop

echrity, agricultural mechanization, agricultural land use, planning and
tration and human resources management, policy and planning.? Other
efsszaj

ies include the g3 s6(a); th
;[56(a)  the Prime Minister’s Office;

( O 155(3311 formed by the Government of ; is responsible for
i«_ ocurement and storage of an emergency food stock of 150,000 MT that could address a food disaster

“ st(a 32 Minimising Post Harvest Maize Losses” News Agency. Retrieved from:
a .
I@ exchange rate oflgg (3

retrieved Aug 2013 from; httpy//www.oanda.com/currency/convetter/
sAfa “Measuring the impacts of ‘s Farm Input Subsidy Prograra,” paper presented at the LSG @j
6 Aprif 2011,
¥ Imanl Development, “Feasibility Assessment of the Production of 6(a o October
*“Thels6(a)) * Brochure, retrleved‘Aug‘.z 13, from:

48

365 a )I

“Missing Food: The Case of Postharvest Grain Losses In Sub-Saharan Afrlca, The World Bank, Report No, 60371-AFR, retrieved
Aug 2013, from: http:l/siteresources.wor[dbank.org]lNTARD/Hesources/MisslngFuodsio_web.pdf

56(a) *The official wehsite, retrieved Aug 2013, from:
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for three months during which the government could order and secure food imports from abroad.® The
agency is also responsible for stock re-eycling and stock release to stabilize food prices in the market.
This could be a beneficial tocl to the gevernment in helping to guarantee prices and quantities of the

food processor’s supply chain.

The ’ ) ( is the national cooperative umbrella organization that
promates, serves and coordinates the development and prosperity of all coaperative socisties in

mainland  FeGlreplaced the 56(a) &6(a)pnd is an autonomous, non-

governmental and non-partisan body that is member-owned and -managed.

The largest cross-sector agricultural strengthening initiative currently in

e Jo an inclusive, multi-stake
rapidly develop the region’s agricultural potential.®® SE(ay was initiated a
Forum (WEF} Africa Summit 2010 with the support of foun ing partne

productivity, food security and livelihoods in
commercially successful agribusinesses that will benefit
doing, improve food security, reduce rural poverty a : 2 d
sharing mode! of a public-private partnership (BPPhaRRIOR nsthated to be successful in
achieving these goals and sﬁia}] marks the fipst P " agricultural history.

cl = :ﬂ.
objectives are well aligne go A r3l strengthening initiatives.
4.2 Central Role of Cooperativ @
- o>
s6(a) 2 eallc ing the transformation of the cooperative sector

development. The Federal Cooperative Agency {FCA)
s in Ethiopia, of which about 10,000 are agricultural
a single agricultural commeodity, like coffee, dairy, or livestock,
Qose\cegPeratives concentrating on agriculture, By membership, about 70% of
e émbers throughout Ethiopia are members of agricultural or multipurpose

56
) 0

e Were cooperatives registered as of January 2012, out of which are agricuitural.

ship is still low; it is estimated that 5% - 30% of the population are officially members of formal

@- perative organizations, though a much larger number of farmers participates in less formal

sociations,

. %8 The of {5e(ay ) is the most
prominent farmer association in the country, with over 100,000 members organized into farmers’

<631l
¥ The officlal website, retrieved Aug 2013, from:
http://warw, attached%ZUweb%ZOPageS{ssiajl
% The offitial website, retrieved Aug 2013, from: http://ww@
“Thef ofilclal website, retrieved Aug 2013, from: https//www. SBia o

6(a
5 "Agrfrmgur)a! Cooperatives Sector Development Strategy of Ethiopla, 2012 - 2016,” Minfstry of Agriculture, Federa
gooperativa Agency & Agricultural Transformation Agency, June 2012=, .

I3 Y MBA Dissertation to Exploits University. December 2012,
s r5ola lue Chain A { Z j 2012
assava Value Chain Assessments6(a May .
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groups, providing services such as extension work to cooperative members and access to improved seed
and markets.**

The systern of cooperatives in was originaily made up of primary societies, coordinated hy
regional cooperative unions, and organized nationally by the . However,
this structure was not effectively serving the farmers, so Lgray cooperative reform program
promoted Savings and Credit Cooperative Societies (SACCOs) and agricultural marketing co-operative
societies (AMCOS) through which farmers would have an opportunity to receive financial support.
Cooperatives and particularly their membership numbers are quickly expanding. By May of 2008, there
were 5,332 SACCOs with over 820,000 members, up from 3,400 SACCOs with a total bership of
5,200 in 2005.%°° The E6(a) Supports cooperatives with busi
services and credit guarantee mechanisms.

Cooperative strengthening efforts have evolved over the past decads any pe @
experimentation, and current initiatives reflect these lessons lea vaaﬁ- arge-scale jfiirodu 1
mandatory agricultural cooperatives in the 1970s and 1980s jn -@ bries acq {nerit was
assoclated with declining agricultural cutput per capita. E@J )

or leave cooperatives at will in 1991, cooperai herski d yields rose.®
However, Ethiopis, k&(a) and 56(a)] haveco i cooperative policies.
Governments have recognized the importanc i&s poverning cooperatives
and have worked to put these in p ts to support cocperatives now
focus on voluntary participatio

produce positive results fo g iy rmer associations from above, they are
creating structures thatN

{ owed to join
i

‘ -‘; Webgreat potential to provide significant value, services and
Ahléverage to thei hefs, and CHAI is designing this initiative to make the most of

CHA coxtipues totearn from these lessons and to incorporate the general themes in
g }& g to the specifics of the local context when customizing the priorities

E a aniArainings and developed ways for farmers to hold

ountry,

3n 1o government involvement, the agricultural landscape is rich with potential partners
ing on programs closely aligned to CHAl's agricultural strengthening goals in Ethiopia, and
. Afew examples are discussed below. CHAIl will carefully evaluate the experience and reach of

relevant organizations to identify appropriate partners for each piece of the agricultural strengthening
strategy.

Cross-Cutting Programs

In Ethiopia, k6(a)] andse(a) - the World Food Program (WFP) has deployed its Purchase for Progress
{PAP} program. This program leverages the buying power of the WFP to purchase goods directly from
cooperatives that support smallholder farmers in developing countries. The WEP program works on the
demand side with innovative forward contracting; on the supply side to Improve vields and crop guality,

s
* Agricultural Statistics, The Ministry ofiSﬁi a } official website, retrleved Aug 2013, from:
"~ Agrlcultural Cooperatives Sector Development Strategy 2012 — 2016, co-authored by the Federal Democratic Republic of

Ethiopla Ministry of Agriculture, the Federal Cooperative Agency and the Agricultural Transformation Agency, June 2012, pg. 12,
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provide cooperative technical assistance, and reduce post-harvest losses; and shares its expertise with
other partners entering the market. In all three countries, WFP is one of the largest existing buyers of
malze products from participating ccoperatives. As a partner across several areas of CHAls nutrition

program, CHAl will work closely with WEP to learn from its experiences.

Cooperative Strengthening

In Ethiopia, Agricultural Cooperative Devsiopment International / Volunteer Overseas Cooperative
Assistance (ACDI/VOCA} administers a Cooperative Development Program which fosters cooperative

teadership and business management skills. TechnoServe has a presence in all three co
long track record of providing extensive technical assistance in agriculture acros
cooperatives and farming organizations. In Ethiopia, for instance, Techno
Purchase for Progress by bolstering nine maize-producing cooperative union

chains

Technoserve is finalizing registration in-country in order to injtiate a on i ving agric h}
value chains. USAID's Feed the Future Initiative is supportin evelo ti

districts in * and the G5
support cooperatives. In ggra)] , cooperatives are sugh
as wei as t%ae

tries and a

to

NGOs
< CQX“'/U")B another potential lead partner Sox c tive streng g and !
s6(a
%,3'1\‘,')(.‘?) is a not-for-profit distribut ApCicu d afiy operating in sub-Saharan
> Africa. Acting as principal, it invest© 5ot enture ¢ Re. 2reate commercially viable agribusiness

investment opportunities, b
domestic and overse
development with.go
with the goals

nd ameg
scalensoetiny

Finon %

<N ner coufitgies,\the-Internationai Finance Corporation’s warehouse receipt system provides
strag :
smzli

still at a pilot level. In Ethiopia, the Development Bank provides a loan partfolio
facili ral products across four banks with 50% credit guarantees; the R4 Rural Resilience
: rovides weather-index insurance through the country’s food-for-work programs; World Vision
tesahore than 250,000 sural farmers with savings accounts; and the World Council of Credit Unions

CU} supports rural savings and cooperative credit organizations. The microfinance sector in
thiopia is relatively well developed and divided by regions. The Amhara Savings and Credit Institution

{ACSI} and the Dedebit Credit and Savings Institution of Tigray (DECSI} are both partially owned by the

regional governments and are two of the largest and most successful microfinance institutions

in

Africa.® The Association of Ethiopian Microfinance Institutions (AEMFI} provides support to the sector

and offers coordination and guidance to supporters of the sector,

5 Fead the Future: Fact Sheet, retriaved Aug 2013, from:
http://www.feedthsfgt(agr).gav/sitesjdefau]t/files/country/strategies/ﬁlesjﬁf_factsheet_ Jan2013.pdf

5 vAbout Us,” AgDevCo official website, retrieved Aug 2013, from: http://www.agdevco.com/about_us.php

" acterding ta this article, ACS! was # 6 and DECSI was #31 in the world I 2007: “The Top 50 Micrafinance Crganizations,”
Forbes Magazine, 20 Dec 2007, retrleved from: http:/fervve.forbes,com/2007/12/20/microfinance-philanthropy-credit-hiz-
€z_ms_1220microfinance_table.htm!
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’s largest credit mavement, the {s6(a) ) had
over 115,060 members and over 39 partner SACCOs in 2012; i then established s6(a)

@ (c6(a) } which had 4,000 members with active loans as of Aprii 2013, however this is
a very small portion of the population,”® Some private banks provide capital to associations and
cooperatives. Microfinance institutions in '@ recelve donor funds and technical support from a
variety of sources. In addition, many NGOs such as CARE and ACDI/VOCA have worked with
communities to establish SACCOs and Villzge Savings and Loans, However, limited access to credit is
seen as a key constraint to agriculture development in s6(a)| —in one study, 50% of farmers reported
that they did not have access to any financial facilities.®

Insra)l - cooperatives receive some financial support from commercial banks,

tably the

s6(a {s6¢al] and [s6(a)| . Other sources of credity ves a
smallholder farmers include microfinance Institutions like 6(a) % Qreatization
as geray » Savings and Credit Cooperative Societies (SACCOs), an erai i
cooperatives themselves provide financial support to their me dg@hmugh j
g market support.
Improved Inputs @ @
In Ethiopia, the four-year USAID Capacity to r ricdlture ar@d Faod Sgcurity program has done
extensive research on hottlenecks to governm a appropriate fertilizer use,

3 ernaticnal Maize and Wheat

The International Livestock Res
improvement Center (CIMMYT. @ rmers.
In , many houdgé etigible idi rough the

&b the parallel subsidy program introduced in 2012
ds, driv The International Crops Research Institute for Semi-Arid

Introduced by
for the pogrest ko ;
Tropic\s’@ U Agricylture prent Marketing Corporation {ADMARC), and [Sm support
efit and.x a%o improved seed.”’ Both Feed the Future {FTF) and FAO are also
;@‘ Tects tp 'm $s to inputs, ™%

g
ﬁ‘ﬁ}b' O-supported fs6(a)] ’ ’ ' " works with small-
FerpErs\:

In
prove agriculture practices, strengthen agriculture inputs, strengthen supply chalns

d access to local, national and export markets. Through the Agriculture Food Agency (AFA),
( he Government intends to expand seed production and distribution networks to meet farmers’ demand
gr improved seed.” The: also has a significant fertilizer subsidy, implemented

{«, through the [s6(a) (-

Harvest and Post-Harvest Losses

In Ethiopia, Sasakawa Global 2000 provides investment and loan programs for improved infrastructure
and machinery to reduce post-harvest losses, while also providing agricultural extension services

**“Transparent Pricing ;57 53 MF Transparency, retrieved Aug 2013, from:|55§a )i
e “Cassava Value Chain Assessment:lggr 1 May 2012
& 56{a ' retrieved Aug

3433.3, from” http

B9

70
s6(a

Multl-Year Strategy,” USAID, Feed the Future, 2011
Multi-Year Strategy,” USAID, Feed the Future, 2011
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focused on improving post-harvest techniques. In , the country’s three urban centers have high-
quality storage facilities, but in the rural areas the quality and quantity of storage facilities are
inadequate. Care’s PHASE project is disseminating information to farmers on post-harvest processing
and storage. The Effective Grain Storage for Sustainable Livelihoods of African Farmers (EGSP), funded
by Swiss Development Cooperation, is in its second phase and supports adoption of improved
technologies for grain storage, including distribution of metal maize silos ands5{a)l maize
storage bags in through 2016.* The 56(a) (E&(ayin
northern » a collaboration with the University of California, serves as a hub for post-harvest
research, training of post-harvest trainers and extension workers, past-harvest technology, and training

of local farmers in cost-effective post-harvest handling practices. The Sﬁzaznay provid 55 to post-
harvest tools, supplies, equipment and services required to implement post-harvest zg? ts.

™ project aiming to reduce post-harvest losses launched In @} Internationz| Maize and Wheat Improvement Center,
retrieved Aug 2013, from'sg fai
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5. Objectives & Activities

The specific goals of CHAI's agricultural strengthening work will be: a) to ensure a reliable, high-guality
supply of inputs for the local production of highly nutritious foods; and b) to substantially increase the
productivity of smaltholder farmers and lower post-production costs and waste, thereby raising farmers’
incomes while accessing best possible prices for crop inputs. CHAI plans to approach agricultural
strengthening through four major streams of work: 1) cooperative strengthening; 2) financial tools; 3)
agricultural inputs; and 4) reducing harvest and post-harvast [oss.

5.1 Cooperative Strengthening

CHAl intends to work through the cooperative structure to establish forward c

the cooperative structure will be critical to the effective delivefy
objective of the cooperative strengthening work is therefo
L] O

ols.f The

ooperative they are
@ distribution

Activity 1.1: identify and engage partn oparativds
Once the crop demands for @ : fihaltzed, CHAI will work with governmental

agencfes to determine the ot cooperatives to engage. CHAl will then

~

able to deliver on contracts, receive and manage credi
services to their farmers.

ining n%
Activit vi rgeted skills tralning to cooperative leadership

. SHE colldborate with partners who have the relevant technical expertise to provide cooperative
( @ rsh P with training and support in one or more of the following areas:

Management and Governance; Cooperative managers may need practical training in areas such
as communication with and mobilization of large numbers of farmers; record-keeping;
accountability systems; project and program management; and conilict management.

* Financial Training: In order to access the significant credit resources that this program will offer,
cooperative leadership will likely need support in developing business plans and completing the
paperwork needed to qualify for the loans. Financial managers should be trained on simple
methads for accounting, financial management, and loan tracking.

* Technology Training: Cooperative leadership may need targeted training to understand new
technological options for harvesting and post-harvest storage. This can be delivered to elected
members of the cooperatives in a “training of trainers” model so that feadership can pass this
knowliedge on to all the members.
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Activity 1.3: Link cooperatives and agricultural extenslon services

In order to effectively select agricultural input packages, manage adverse events, and utilize appropriate
technologies for harvest and post-harvest storage, cooperative members will need ongoing access to
agricultural extension services that can provide the latest information and train on new skills as needed.
Cngoing access to information will further enable cooperative members to be well-informed consumers
of financial products, such as weather index insurance. Currently, members of cooperatives have
inconsistent access to these support services. CHAI wili negotiate with the appropriate governmental
and non-governmental partners to provide continued zccess to extension support for partner
cooperatives,

Activity 1.4: Establish contracts with partner cooperatives @@ : ;
g antifi B
i udes

Establishing well-structured contracts with pa'rtner cooperatives is oft the
challenges for organizations that procure large volumes fram i
developing relationships with the cooperative leadership, s

correct
ctPand ensuring
ton. The practice
contracting” agreements
dtion Agency. |nitial scoping
for export crops and nane with

that the cooperatives are capable of delivering o
of working through such “facilitated contract
is well established in Ethiopia, as facilizate

advance payments like CHAlj

relationship for both the .%
ivity 1.5: ring, @
\I)t% icularly important in the initial vears of the forward contracting

oring

ei%;;ring allows inevitable challenges and hurdles to be flagged and
t‘e}ge. I will work with cooperatives to track key indicators, particularly around
ey compromise the quality or quantity of the crops, and likewise share program
er partner cooperatives,

inancial Tools

HAI will collaborate with cooperatives, farmers, government agencies, and domestic and international
financial institutions to develop tools for increasing farmers’ and cooperatives’ access to financing for
improved inputs, infrastructure, and other investments that enhance agricuftural productivity,

Activity 2.1: Assess baseline farmer and cooperative access to financing and lending risk

CHAI teams will work with participating smallholder farmers and cooperatives to identify the magnitude
of financing required to improve business performance and to map the capacity of available financial
institutions and local, rural credit and savings organizations, CHA! will support the government and
financial Institutions to identify default and delayed payment risks after extension of credit, in order to
identify design features that could improve the sustainability of foan programs. The team will also
assess the need for non-lending financial tools that may increase efficiency or mitigate lending risks,
such as weather insurance or savings accounts.
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Activity 2.2: Capitalize and implement a revolving loan fund to provide low-interest financing to
cooperatives and farmers

Based on the needs identified in Activity 2.1, a dedicated and sustainable revolving loan fund for the
agricultural sector will be designed, implemented, and capitalized. The loan fund will deliver sequential
payments and receive repayments through the same sustainable pool of funding. The appropriate
design, administration, and conditions for extension of loans from this pool will be determined in
collaboration with implementing partners, CHAI is exploring partnerships with the

,the 1and others to capitalize the fund at low Intexest ratas.

Activity 2.3 Develop and Empslgin%a)ﬁ(tizgm)l‘echanisms to deliver low-cost financing to pa
CHAI will help the Ministries of Agriculture to develop mechanisms for pr. '@c ;
loan fund to the cooperatives that will be supplying the foad proce @ ilities? 2
and microfinance institutions are willing and able to serve as partfiefs %@II help ; acity
of existing institutions to administer credit services bage ne“rdvolving S\ \Where such
igns” to serve as
administrators of loan agreements. This will § the contractual
agreements with partner cooperatives, as p i i E farming” arrangements
discussed above. By providing a guara iding 103 imput purchases in advance of
the growing season, and providing N te appropriate and useful, CHAI

expects to be able to signifi ~He i traints facing smallholder farmers and
smooth their incomes oyer

Q E duce

rative

with partners to find new ways to collateralize farmers’ working capital,
e p specialized procurement contracts. These methods may include

HAT will work with the government, cooperatives, farmers and private industry to ensure the adequate
supply and appropriate use of productivity-enhancing agricultural inputs, including fertilizers, improved
vield seed, low-cost equipment, and potentially pesticides, with the objective of in¢reasing smallholder
farmers’ yields. CHAI will take into account target volumes for sach crop in engaging with farmers on
the appropriate packages of inputs. For instance, CHAI may encourage intercropping or crop rotation
systems to ensure adequate volumes of all crop inputs for production (maize, wheat, and/or soy,
depending on the context.)

Activity 3.1: Support government and private suppliers to improve supply chain practices and ensure a
relishle supply of agricultural inputs

CHAI will identify and drive operational efficiencies in delivering improved agricultural inputs to end
users, working with partners to reduce the prices of inputs through bulk purchasing, better tendering,
improved supply chain management, and/or decreased operational costs, CHAI will support suppliers in
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implementing improvements to inventory management and input transport systems to reduce delivery
delays and smooth supply availability. CHAI will help the Ministries of Agriculture and the food
production companies to quantify supply gaps to determine and address root causes. CHAI will then
work with the appropriate public and private suppliers to address the identified gaps and improve
upstream supply chain practices, including addressing supply constraints at the production end over the
medium term. CHAl will also work to consolidate and forecast demand in order to improve supply
planning, incentivizing increased production and/or lower costs for input procurement.

Activity 3,2: Develop trainings, promotional materials, and management taols ta drive
inputs required for the crops necessary for the food processing facilities ?

CHAI will provide targeted programmatic support through enhanced@
f agri

RES, materi S )Y
management tools, and technical assistance to drive appropriate utilizatiomo culttral input :‘g
the right inputs, in adequate quantities, at the appropriate time e@ HANwill qu iz
tiohs,

provision to meet soil, field size, crop type, and other agrongmi ]

work erpment

ed seis farmers,
%@h with suppliers

‘; g a istribution of input

mtake of the

br
1y

and private suppliers to provide more prescriptive andd
potentially by upstream bundling of inputs into ‘pac

CHAI will collaborate with gb(s L 1 efop new trainings, informational tools, and
other resources for_ imfprov B\t i exjsting dxfension services for input provision, New and
enhanced traini o&%wy addressing knowledge gaps on the optimal use of inputs,
tailored t al 5

gronom i
st and ot@e 055

Po BEfiopta, (s6(a)] andse(a)]  comprise 20% to 40% of potential yields, and crop
contaming mon challenge. Losses are generated by mold, rot, bacteria, pests, animals, or
ot 1) that result from poor sterage facilities on the farm, at an aggregation site, during
trah , or at the factory. During initial engagement with cooperatives, CHAl will assess current

ARyBsting and storage practices, capture rough loss rates, and identify the drivers of crop losses and

ontamination during the harvesting, transportation, and storage processes, in order to inform the
development of appropriate solutions. With the appropriate use of improved technologies and
technigues and an efficlently structured supply chain, CHAI will significantly reduce these losses and
improve the guality of the crops.

Activity 4.1: Implement appropriate solutions to reduce losses and improve crop quality

CHAI will work with the Ministries of Agriculture and local partners to implement the most viable
solutions in the following three categories, working in partnership with cooperatives, government
agencies, the food processing investors, and the relevant technical experts to reduce crop losses and
improve crop guality:

* Mechanization and Improved Technologies: Technological solutions are avajlable to reduce
harvest and post-harvest losses by mechanizing steps currently done by hand on most small
farms, such as reaping, threshing, and winnowing. Machines vary considerably in size and
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most quality- and cost-effective solution feia
Activity 4.2: Source credit mechanismstoimpl

complexity, ranging from small units developed for use on small farms to massive industrial
combines. CHAI will implement appropriate technological solutions, taking into account typical
farm sizes and other relevant environmental factors within partner cooperatives,
Transportation Logistics: Significant losses take place during the process of transporting the
crops from the farm to an aggregation site or from an aggregation site to the market or factory.
With current transportation systems, crops often spend excessive time in transit, {eaving them
susceptible to many different infestations that compromise quality and result in losses. Working
with the food processing facilities, CHAI will davelop and execute the optimal logistics process to
minimize the time and costs from farm to high quality storage facility.
High-Quality Storage System: High-quality storage systems across the valu
factory are a critical component to minimizing losses. CHA! will determing
or decentralized storage system is more economical for opti ] Teams wi
5 ¢

landscape assessment to determine whether government other

t 3: Proa
i government and companies to develop the best possible quality assurance system.
xins and other contaminants will need to be kept exceptionally low because the target

r the food are young children and pregnant and lactating women. CHA! will feed back quality
results to the farmers to allow for modification and improvement of their systems. CHAI will

nsider building a differential pricing structure into contractual arrangements with cooperatives,
depending on the quality of the crops sold. CHAI will help monitor all value chain partners’ losses to
ensure that losses are decreasing with the introduction of new methods, systems or technologies and
will help the partner trouble-shoot if they are not seeing these improvements,
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6. Monitoring and Evaluation

CHAL will work with cooperative leadership and the food processing facilities to track key indicators
across the duration of the project. Baseline data collection will take place during the last harvest season
prior to the launch of the nutrition initiative, when contractual arrangements for agricultural inputs and
procurement will take effect. Data will then be collected on an ongoing basis during each sequential
planting and harvesting period. Process data will be collected in collaboration with cooperatives and
with the partners responsible for administering credit schemes, distributing agricultu puts, and

providing improved harvesting and storage technologies. Outcome data will be in close
callaboration with the food processing facilities, which will need to track simjlafSiutes eir o
record-keeping purposes, Data will be tracked only within partner cooperati

Indicators will be discussed and agreed with government partners.i try; the list helow
g be considered indicative.
Potential Process indicators: @ @

credit schemes

- Number and percent of farmers in pa c tives gartidibating

- Number and percent of farmers4 rtn peratj }% g africultural inputs {tracked
for fertilizers, seeds, and @k&ges)

- Numberand percen i riner, rticipating in improved harvesting or

post-harvest st 5 d@ c@ e’solution(s} selected by each cooperative)

Potential Outco' ors:

* {e.g. aflatoxin | ; moisture content, infestations)
ields pe far erages within and across all partner cooperatives, by crop)
i i mes (calculated within and across all partner cooperatives)

it allow for intervention and support where indicators fall below targets, and will provide
kahack to farmers and cooperative leadership on performance. End-program evaiuation will

' wfor documentation of successes and fessons learned, which can be shared with partners and other
grograms undertaking similar efforts.
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7.Budget

7.1 NZ AID Budget
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7.2 Total CHAl Nutrition Budget — Aftica
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