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Background and objectives of the study

The Cambodian swine industry has suffered in the past from adulterated medicines and vaccines,
extremely high mortality rates, poor relations between traders and producers and almost no
private sector voice in policy. Therefore, the USAID Cambodia MSME Project has been working in
the swine industry for four years across multiple provinces in Cambodia. As a result, in many ways,
the industry has upgraded considerably. For instance, more local input suppliers carry high quality
animal feed, medicines and vaccines, working groups and associations have been voluntarily
formed in certain areas and are oftentimes active in representing their business interests, and the
relationships between traders and producers are now relatively strong.

Given this situation, the industry is better positioned to begin discussing and developing national
competitiveness strategies for the swine industry. As such, this project was designed to meet four
specific objectives:
1. Create an analytic framework to guide the MSME team in discussions with the industry
leaders and develop a National Swine Business Strategy
2. Integrate key findings and recommendations emanating from this work into an easy to
understand and easy to communicate National Swine Business Strategy document
3. Develop a systematic approach and methodology for future industry strategies. While
defining the National Swine Business Strategy, work alongside the MSME team to design
and understand a systematic approach and methodology for developing future strategies
4. Build the capabilities of the MSME team to perform more of the work for the follow-on
strategies

Methodology

A ‘two-phases’ methodology was adopted to deliver this project. During phase one, the team
developed a strategic framework to aid the analysis and the work hypothesis. Phase two was
dedicated to engaging the private sector to test the hypothesis.

Phase One

Phase one was primarily comprised of working sessions between the team members of MSME and
EMC. In order to create a strategic framework to develop a National Swine Business Strategy, the
team followed a linear approach to create an initial hypothesis of the swine industry situation that
would be tested and refined later on with the industry players.

This phase included a literature review and secondary data gathering, analysis of the industry
using different analytical tools, benchmarking of data with Thailand and Vietnam. All of these
steps helped the team form a hypothesis. When possible, these steps were designed and
implemented in collaboration with the MSME team. All the outputs of the exercises were
submitted to the MSME team for periodical discussions and project updates, typically every two
weeks.

The industry knowledge gained during this phase helped the team to prepare discussion guidelines
to aid the data gathering during the conversations and focus groups held with the different value
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chain representatives of the private sector. A summary of the guideline questions can be found in
Annex 1.

Graph 1: Linear approach to the strategic framework

Develop Engage Develop
Research Analvtical Benchmark Strategic Private National
and Data Y with other Framework Sectorand Swine

. Tools . .
Review countries and Test Business

Hypothesis Hypothesis Strategy

Phase Two

During phase two, the EMC worked alongside the MSME team to engage the private sector to test
the hypothesis developed internally on what changes were necessary to improve the swine
industry from the private sector point of view. Primary data was collected on discussions and focus
groups with private sector representatives and government officials, and analyzed and framed for
recommendations.

A team composed by MSME and EMC members visited eight different provinces in the country.
Note that our contract for this scope of work was for four provinces, but the MSME team thought
it was critical to be inclusive of as many private sector players as possible.

Graph 2: Methodology summary
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PHASE 1:
Initial Diagnostic

* Knowledge of the swine industry acquired
through:

* literature review

* brainstorm sessions and meetings with the
MSME team, key private sector and
government representatives

« Different analytical tools were used to evaluate
the industry

* A linear approach was followed to create an
initial hypothesis

* A set of relevant questions for all the value chain
components were prepared, in order to collect
information from farmers and other key industry
players

Involvement of the private sector

The main format of the group discussions were focus groups, which were implemented in 8
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PHASE 2:
SpecificRecommendations

* Eight provinces were visited during the field work,
including: Kampong Cham, Svay Rieng, Kratie, Prey
Veng, Pursat, Battambang, Siem Reap and Kampong
Thom

* More than 100 stakeholders from all areas were
included in the focus groups and conversations,
including: breeders, fatteners, feed producers, feed
traders, slaughterhouse representatives, vet
providers and retailers

* Key players in the industry including CP, BKP,
WorldVet, Central Vet and 999 were invited for
meetings

* The swine business strategy was refined through
the meetings with the private sector

* Strategy was framed according to the issues and
suggestions provided. Refined recommendations
were formed

provinces including: Kampong Cham, Svay Rieng, Kratie, Prey Veng, Pursat, Battambang, Siem
Reap and Kampong Thom, with a total of 92 participants, all representatives of the swine industry

value chain, including: breeders, fatteners, slaughter houses, processors, feed manufacturers and
veterinary services. The EMC team prepared the MSME team before each meeting and de-briefed
with the team after each meeting. The MSME team took the lead in running the discussions and

focus groups. In addition, to get their high-level view on the industry, EMC and MSME teams met

Table 1: Field work meeting information*

with and interviewed 6 key players and large-size companies from the swine sector based in
Phnom Penh.

No. Location Value Chain Meeting Nur?t.)er of
Format Participants
1 Kampong Cham | Retailers, wholesalers and fatteners Group 11
discussion
2 Kratie Fatteners and slaughter houses Group 07
discussion
3 Prey Veng Fatteners, retailers, wholesalers and feed processors Group 12
discussion
4 Svay Rieng Swine association, traders, retailers, wholesalers and Group 14
fatteners discussion
5 Pursat Veterinaries, fatteners, retailers, wholesalers and Group 11
slaughter houses discussion
6 Battambang Veterinaries, fatteners, traders and slaughter houses Group 10
discussion
7 Siem Reap Veterinaries, fatteners, retailers, wholesalers and Group 13
slaughter houses discussion

! Please refer to Annex 2 for a comprehensive list of all the participants’ names.
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8 Kampong Thom | Retailers, wholesalers and fatteners Group 14
discussion
9 Phnom Penh All key players in the industry including: One-to-one 06
e Ministry of Agriculture, Fishery and Forest: interviews
Department of Animal Health and
Production
e  BKP Co,, Lte (Veterinary)
e  CP Group (Breeder, fatteners and feed
manufacturers)
e  CENTRALVET (Veterinary and feed
suppliers)
e  WORLDVET (Veterinary and feed
manufacturers)
e  MeanChey 999 (Food processors)
Total 98

Source: EMC and MSME
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Key results and findings
In summary, the key findings suggested that:

1.

vk wnN

The swine industry in Cambodia is facing low productivity due to weak technical knowledge
within the value chain, especially fatteners;

Input factors, including feeds and administrative cost, are too high for the small farmers;
There is a high hurdle to access to finance and a high cost of capital;

There are no permanent mechanisms exist to deal with major disease outbreaks;

Weak industry associations and lack of mechanisms to share information and best practices
among stakeholders.

The key issues identified by value chain components, can be summarized as follows:

Breeders and fatteners lack access to good quality services and technical know-how, and
this makes improving swine mortality and consistent growth a challenge;

Although veterinary service providers don’t have significant constraints providing their
services, they are perceived to be low quality by the market;

Feed price is reliant on input materials’ price and quality, and feed prices are high;

Slaughterhouses lack basic hygiene control which is aggravated by traditional slaughtering
still commonly being practiced;

Although meat processors prefer locally raised pigs due to high fat meat proportions and
perceived better quality, there is lack of supply of Cambodian swine in the market and
undeveloped distribution channels.

Based on the information and key findings received from the swine industry representatives, and
according to the issues and suggestions provided by them, the strategy was framed to provide as a
first step, a comprehensive list of recommendations.

A number of refined initiatives were filtered and grouped as a high-level proposition to support
the swine industry strategically. The main goal of the recommended initiatives is to lift industry
players in value chain activities by improving the profitability of the industry, improving
smallholders share while maintaining the existing relative share. These high-level initiatives
proposed are:

1.

To improve productivity so that so that Cambodia can reduce its import levels and increase
local pork supply;

To reduce the cost of input factors so that local meat quality and price can compete with
imports;

To reduce the barriers financial access and reduce the cost of capital to allow financial
resources to the swine industry to expand their outputs;

To help building all supporting industries including infrastructure, transportation,
processing facilities, animal health services, etc.;

To minimize unexpected swine industry shocks from any major disease outbreaks from
local and neighboring countries.
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INITIATIVE ONE: INITIATIVE TWO: INITIATIVE FOUR: INITIATIVE FIVE:

Timeline for Implementation

INITIATIVE THREE:

|

Objectives

Main constrains

Recommendations

The initiatives were formed and grouped considering the set of clear objectives communicated by
the industry players during the discussions held, and each of the objectives propose a set of
recommendations to be implemented in the short, medium and long term. The main constraints
were also identified during the focus groups and conversations, which facilitated the development
of the proposed recommendations for implementation.

Graph 4: Objectives mapped to key initiatives

INITIATIVE ONE: INTIATIVE TWO:
) INITIATIVE THREE: B INITIATIVE FIVE:
Increase productivity of Decrease cost per output by either L e
the industry sufficiently to increasing quality or reducing input costs. Increase access to finance and Huild supporting industries. Mitigate value-lost risk caused by
meet demand, with the reduce capital costs. major disease outbreaks.
view of entering export
markets in the long term.  Objectives: Objective:
1) Toimprove the hygiene and health Objective: iactive:
standards of the slaughterhouse dusters = . To support the creation of meat Ghlective;
LIDISERNES ) 3)To support smallhclders to produce high 10 créate finencng productsand  procecsing businesses, increase o mitigate random adverse
To support the produclion yiitinus hrme-mads faed Sefvices necessary o support market coverage of commercial reactions from market and
ofhigh quality meatwith ) e reliable presence in the ALl feed and medicines and vaceines  industry that destabilize prices

piglets with higher
resistance to disease,
faster growth and a good

markel of good quality medicines and

vaccines by upgrading the medical

SEIViCes

when disease breaks

infrastructure supporting the industry

4] To reduce production costs by reducing
the cost of animal feed

meal-fat ratio

5) To reduce the transaction costs sustained
by slaughterhouses and traders by
regularising licensing procedures

As a next step after this current project, the EMC has recommended that the MSME, potentially
with the assistance of the EMC team, would re-engage the key industry players to discuss and
prioritize the initiatives, objectives and recommendations, and to agree on the most relevant
activities to move forward in the short and medium-term. In short, the EMC team thinks that the
private sector needs to choose a few number of key initiatives that can be used to liaise with the
Cambodian policy makers. In addition, it was recommended that the implementation team design
the implementation phase for the recommendations selected by defining the specific timeline of
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detailed activities, short-term milestones, required stakeholders, funding and capabilities
required, etc.

Project delivery challenges

The delivery of this project faced a number of challenges that are detailed below.

Short time-frame for delivery

To get all industry leaders to support, approve and own a National Swine Business Strategy that
can support them to work closely with government, is a long-term effort. The 5 months period of
the project allowed for the identification of issues, constrains and potential solutions; all
supported by the key industry representatives. However, to give the private sector voice to work
with government towards the advancement and melioration of the swine industry problems,
demands for a longer-term period. The initial idea for the full completion of this project was to
build a two-stages approach, with a second necessary stage that would allow the teams to work
on prioritization of issues, documentation to liaise with government representatives, and action
and advocacy plans.

Gaining the support and approval by industry leaders

This project was developed using a participatory process, where industry leaders and
representatives of all the spheres of the industry had the opportunity to communicate their
concerns and objectives, and therefore we feel that the strategic approach presented is therefore
fully supported by the swine industry leaders and representatives. However, the time-line
allocated for the project created a challenge on finalizing important steps to get the strategy
approved with final prioritization and short-list by the private sector. In short, the team did not
have time or budget to return to the 8 provinces to re-engage the key players and gain not only
the document approval, but also to decide and prioritize recommendations for implementation in
the short and medium term?.

Lack of ownership

The current industry setting does not have the mandate to implement any of the private sector
proposed changes. The data collected, during the exercises in the different provinces, showed that
the representatives of the private sector rely heavily in either the Government and/or on the
MSME programme to solve all their perceived problems, with little ownership of moving their own
agenda forward. We believe that this is partly due to a lack of a strong association or group of
experts that can integrate within the same arena with political, private sector leaders and other
key industry parties.

Communication lines between the teams

Given the nature of the MSME programme work, it was, at times, challenging for the EMC team to
implement a project of a collaborative nature with the MSME team, since the MSME swine team is
in the provinces most of the time. In order to avoid project delays, the EMC team had to push

’ The initial agreement with the MSME team was to cover 4 provinces during the length of the study. The MSME team
requested to include another 4 provinces, the impact on timeline was highlighted and therefore decided that the
strategy approval and prioritization would be done as part of the follow up phase.

7
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forward at times on the development of analytic frameworks and analyses, without the MSME
team present. All the information and outputs were however always communicated to the MSME
team for review and advice. In addition, this made scheduling meetings difficult, not only with the
MSME team, but with the private sector whose voice this project was looking to capture,
synthesize, and turn into a cohesive yet simple strategy that could be used to liaise with
government policy makers.
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Annex 1
Private Sector Meetings Preparation Sheets (Working documents)

(Please use these questions and potential solutions to guide conversations)

. Feed Manufacturers

Problem1: Residual materials (Soy, Cassava) which are the key inputs for feed are imported
and high cost.

Questions:

What are the main raw material inputs used in feed production?

Where do you buy the raw materials from? Local Market or Import?

If import, why do you import? Why do you choose this source?

How much do you pay per kilo/tone of each?

Do you import the raw materials directly from the factory or through middleman?

If import by yourself, what are the main cost associated to the import process? (Duty,
Transportation, Clearance, Informal Fees...etc.)

oUW =

Potential Solution 1: Reduce import duty of certain raw materials?
e Do you think that by reducing import duty will help in lower the cost to a competitive
level? If not, do you have any other suggestion to reduce the cost of imports?

Potential Solution 2: Encouragement to have raw material processing factory, i.e. soy production
companies, cooking oil producing companies, etc.
e Ifthere are available raw material processing factory locally; how many tones per year of
residual raw material do you need?
o  What's the most affordable price per ton? (Cost at the factory gate)

Problem2: High Energy Cost (Diesel, Electricity...)

Questions:
1. What type of energy source(s) are you using for feed production?
2. How many KWH or Diesel ("OOOLTR) per month do you use?
3. How many tons of feed do you produce per month?
4. How many days per week do you run your production plant?

Potential Solution 1: Alter the use of sources of energy (i.e. Combination of Diesel with Electricity,
maximize usage of solar power)
e What are other types of energy do you recommend to better reduce your energy
consumption cost?
e What are the requirements to use those energy sources?
e Are you aware of the use of combination with new energy such as Solar Power, etc.?

Potential Solution 2: Move factory to the nearest and cheapest source of energy (Hydro power
energy etc.)
e  Why do you locate your factories at your current location? (Cost benefit or Market
Benefit?)
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e Do you think it is feasible to move your current factory to the cheaper energy area? What
might be the consequences?

Potential Solution 3: Make use of biomass energy (Bringing fattener closer to feed manufacturer)
e Do you know about biomass that can be produced from pig dump?
e Do you think that by bringing the fattener around the factory will be good? Why or Why
not?
e What are the challenges of bringing all fatteners closer to feed producing factories? (There
is a huge benefit here because feed producer will be able to make use of biomass)

Il. Fatteners

Problem 1: High Feed Price. Traders complain about high feed price and less profits.
Questions:

1. What types of pigs are you currently fattening? (Local breed, exotic breed, Boar, Sow, Piglet,
Pig)

2. Please describe the process of fattening of each type of pig? (These two questions may work
well when we combine them in the tables) consider kgs of feed input per day, length,
dismissal... etc.

3. Do you make feed by yourself? Do you purchase? If both, in what proportion?

4. Is there any difference between feed produced locally and import? Please give few examples of
those brands.

5. How much do you pay for each type of feed per Kg? Per month?

Possible Solution1: Use available local resources to make their own feed.

e Do you have any challenges in getting good feed? (Material to produce by yourself,
purchase local feed, purchase import feed)

e Do you find any differences when using self made feed compare to commercial feed?

e Do you think that it is possible to use mix self made feed and commercial feed? What
are the advantage and disadvantage when doing so?

Problem 2: Feed Conversion Ration is high.

Questions: Make use of above table to come up with the FCR and obtain information such as how
much feed usage for raising a pig from piglet to slaughter. How much is the cost of feed? Slaughter
weight

Possible Solution 1: Use right type of feed according to breed. Use right amount of feed. Knowledge
about feed vs. development level of pig. Research to develop better feed for the domestic pig breed.
(Locally available) Type of feed, type of breed can be found in the above table.

e How many grams of feed do you feed per pig per day? Do you follow any rule? What are
the sources of information you are referring to?

e Any formal organization that guides farmers how to feed their pigs? (Possibly CP and
some feed producing companies but not the research institutions)

Problem 3: Low product quality due to inferior breed availability (High FAT)

10
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Possible Solution 1: Select pig breed carefully before fattening

e Do you buy sows/boars or piglets? From which source? Why do you choose this
source?

e How much do they cost?

e How much do you sell one pig? Why do they give you this price? Any chance to get
higher price?

e Do you have any feed preference? Why do you choose this feed? How many type of feed
are their available to your knowledge?

e Do you have any breed preference? Why do you choose it?

e Why did you choose the breed you fatten?

Possible Solution 2: Use right type of feed for specific breed (find out from the use of feed)
Problem 4: Price controlled by trader (slaughterhouse)

Do you know what the trader will offer for your pig?
Who offers a price first for the pig?

Do you have a contract relationship with the trader?

Do you have the ability to switch traders?

How much per kilo do you expect?

Do you know price of pig in other area/region/province?

Ul Wb e

Possible Solution 1: Establish association that help in bargaining price with trader and slaughter
Problem 5: Vaccine quality is low

1. How many different types of vaccines available?

2. How much is the cost of vaccine per pig? Provide different stages.
3. How much is the % of cost contributes to one pig?

4. How do you know what type of vaccine to use?

Possible Solution 1: Control quality of imported vaccine.

e How do you know that the accessed vaccines are in quality and suit to your pig?
e [sthere any institution explains about the vaccines despite the vet providers?

Possible Solution 2: Make vaccine available nationwide.
Possible Solution 3: Encourage fattener to use vaccine according to technical guideline.
Possible Solution 4: Knowledge about how choose the right vaccine.

Problem 6: Limited access to funds

Have you ever faced the challenge in accessing funds (pig fattening business)?
If yes, where do you usually go to get funds?

How much is the interest rate?

For what purpose do you need the money?

In the pig fattening process, at what stage do you need more capital?

Are there any saving groups/MFIs available in the village or nearby?

Are you able to access the saving group funds?

How does it work?

Can you access MFIs?

L XN W

11
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10. What are the annual/monthly interest rates?
11. What type of guarantee do lending institutions look for?

Possible Solution 1: Saving group initiatives
e Have you heard about saving groups before?
e What do you think about the saving group initiatives?
e Will that be possible to form among the farmers?

Possible Solution 2: MFIs support to the industry
e When you need money to buy pigs, feed, vaccines, etc. what source of finance do you go
for? Why do you choose this source? How much is the interest rate?
o What are the terms and interests you think it can be workable with all fatteners?

Problem 7: Manage and use pig dump

1. What do you do with the pig dump?
2. Can you make any economic benefit from the pig dump?

Possible Solution 1: Sell pig dump to feed producing company

Possible Solution 2: Use it for energy resource in HH.
Possible Solution 3: Use it as natural fertilizer.

1. Slaughterhouses

Problem 1: Lack of cold chain facility and need to ship immediately after the pigs are
slaughtered

1. How do you know when to slaughter?
2. How long after you slaughter a pig can you wait to deliver it?

Possible Solution 1: Disseminate information on opportunities to invest in cold chain services.

Problem 2: Lack of hygiene

How many workers are there in the slaughterhouse?

How many of them got sick during the past 6 months?

Do you ever get sick after slaughtering?

Do you ever have complaints from markets about sick customers after eating your pork?
How often do you do complete clean of your slaughter house?

Do you have cleaning process in place?

What do you do to ensure your slaughterhouse is clean?

Do you think hygiene is important? Very Less Important,..., Very Important
How often does the government come to check hygiene?

10 Do they really check the hygiene or just come for $$$?

11. What are the processes of hygiene control are regulated by the government?

©ONO G WN R

Possible Solution 1: Increase hygiene awareness to slaughterhouses?
Possible Solution 2: Strictly control by the government?
Possible Solution 3: Consumer hygiene awareness and willing to pay for cleaner meat?

Problem 3: Absorb much of margin (+ Trade)

12
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How many pigs do you slaughter per day?

How much do you pay to the worker per pig?

What are the costs that you have to pay in running slaughterhouse?

How do price pig meat to the retailer?

Do you have any transportation mean? What are they? Which one do you prefer?

Problem 4: Price setter

v Wi e

How do you set the price?

Do you use a trader?

How much per kilo do you pay for a pig?

How much per kilo do you sell for pig?

Do you have contract relationships with the markets?

IV. Traders

Problem 1: Distribution (Many small holders, inconsistent supply)

Questions:
1. How do you transport the pigs?
2. How do you know which fatteners to go to?
3. Do you face any challenges when collecting pigs?
4. Have you ever experienced no pig to buy?
5. Do you have any difficulty or challenges with the slaughterhouse? What do you think about the
price of slaughtering? Quality? Speed? Availability?
6. What is the optimal number of pigs to buy per day? (Consider capital, resource that you have?)
7. How many community or villages are you working with?
8. What is the current supply schedule of the pig?

Possible Solution 1: Establish famer association in every community?

Possible Solution 2: Link between farmer association and the trader?

Possible Solution 3: Develop community visit plan clearly with the fattener. Provide incentive to
those who follow plan?

Problem 2: Price Setter

Questions:

Ui W e

Do you compete with other traders over the same fatteners?
Do you know what the fattener will offer for your pig?

Who offers a price first for the pig?

Do you have a contract relationship with the fattener?

Do you have the ability to switch fatteners?

Problem 3: No Clear Branding

Questions:

1.
2.

Can the pig meat that you are supplying be distinguished from the other trader?
What is your competitive advantage over traders?

13
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Possible Solution 1: Establish low cost mechanism to distinguish from one trader to another. Would
this be possible, how?

V. Common Problems Across the Swine Value Chain

Problem 1: Low technical skills

Questions:
1. When did you start your business?
2. Areyoua100% local or a joint venture with foreign investor(s)?
3. What is the skill distribution in your labor force (i.e.: skill level, nationality....)?
4. Do you have R&D program?
5. Are you attached with any research institution?
6. What is the main source of research that you utilize to improve productivity and product

quality?

Potential Solution: The source can be important to know constrains in labor force, productivity, and
R&D of each value chain.

Problem 2: Lack of financing (“Fattener” section already consisted of this part)
Questions:
1. Who is your financing source?

2. How much is the annual/monthly borrowing rate, if any?
3. What is your typical problem relating to financing?

Potential solution: Design a financing mechanism in which the finance is more accessible with low
costs, what are the options?

Problem 3: Government involvement (Including local and national level)
Questions:

1. Do you get any type of incentive from government? If yes, what are they?
2. What types of incentives do you want to have provided by the government?
3. Any intervention of government that are the obstacle to your business?

Potential solution: Knock out the bureaucracy constrains or inject any necessary incentive that can
help expand the product or reduce cost/unit.

Another Issue: Revenue and profit for profit pool analysis

Questions: (to input in the analytical framework to list all the answers breaking down the data that
can be used to build a reliable profit pool analysis)

1. Can you give your estimate on total cost (i.e. per unit)?
2. What are the main risks (advantages) associated with your high (low) costs?
3. Can you estimate your profits (i.e. annually, monthly or per unit)?
4. Why the margin is low (high)?
14
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5. Can you estimate the cost and profit of other value chains? Why those figures?

6. What do you think the risk s (advantages) associated with the low (high) costs and profits of
those value chains?

15
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Annex 2

Involvement of the private sector - Field work meeting personal information

(The original forms have been filed by the MSME team)
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