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A value chain approach to sustainable solutions
In milk production and collection
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Contract farming — business driven development model
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Contract Farming — the path for efficient dairy

development

where small-scale agriculture is widespread and where milk
products are demanded

Is politically more acceptable when small farmers participate in
profitable markets

Is commercial relationship between farmers and processors, driven
by economic interests

should be profitable for both parties if it is sustainable.

COSTS

for the government are incurred in public infrastructure (sanitation,

water, streets, etc.), a reliable legal framework.

for the processors includes delivering extension advice, providing in-

puts, credits and sharing production and marketing risks with the

farmers. —

for the farmers occur in using their own land for production, paying )
- - - - - \_/
back extension advice, paying off inputs and credits as well as —

sharing production and marketing risks with the processor
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Practical financing
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Food for Development concept

Improve competence

— Strategic Alliance with Universities —trainings on Farm &
Herd Management for farmers

Organize milk collection network for

small/ medium farmers
- Low Investment
- Speed & Control

Support with finding financing
external, internal

Cooperation with international agencies,
governments & NGOs

Supporting customers with milk supply



Improving competence - Farmers School —
Purpose and Deliverables

The purpose of the school is to organise an extension programme
and develop a sustainable model of dairy farming, equipped with
the suitable infrastructure/equipment to improve the below
mentioned objectives within the area of Dairy Farmers and
processor milk procurement organization:

Educate the targeted groups
Increase the milk quantity

Set up proper milking and cleaning routines which, can improve
milk quality and control mastitis

* Focus on solutions to reach small and medium sized milk
farmers

* Focus on solutions that create / strengthen the link between
processors and milk farmers



Establish milk collection network

Processor
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Financing Solutions

External & internal sources of financing
Financing to Processor offered in hard or local currency when possible.
Credit risk on Processor shared by suppliers.

Processor arrange sub-leasing to farmers. Local farmers pay through
deduction form milk checks. No negative cash flow.




Conclusions:

A very positive business case for
a) Processors
b) Farmers
c) Services suppliers
d) Local communities

Public private partnership to promote Millennium Development Goals

Brand building & Corporate Social Responsibility toll

Employee Engagement of supplier companies




