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1300 PENNSYLVANIA AVENUE 
RRB 2.1 1-082 
WASHINGTON DC 20523 

August 23,2004 

RE: Developing Business Linkages between Milk Producers and Milk Processors in Camoapa, 
Nicaragua (PCE-G-00-01-00007-OO), Final Performance Report, Presented by Cooperative 
Resources International in collaboration with Land Or Lakes, Inc. 

Dear Joyce: 

CRI is pleased to present its final performance report, Devebping Business Linkages between Milk 
Producers and Milk Processors h Camoapa, Nicaragua (PCE-G-00-01-00007-00). 

In 2000, local cooperative managers and producers, as well CRI-LOL program planners, could not have 
imagined or anticipated the beleaguered position of Parmalat, the illicit $5 million dollar cash transfer from 
Parmalat Nicaragua in an attempt to salvage the multinational's solvency, and finally its ripples across the 
industry with the Parrnalat pipeline to store shelves constricted by contracted volume caps. 

Programs such as the Dairy Enterprise Initiative do not often factor in economic and marketing disasters- 
contemplating only growth. This, however, can understate the impacts of program activities that realized 
even modest growth by overcoming market complexities in doing so. In this particular case, the potential 
loss averted is nearly greater than program gains. This DEI, with the energy and determination of 
participating cooperatives and the dynamic partnership of CRI and LOL, turned industry shockwaves into a 
near windfall in net market share, whle preserving f m  income. 

CRI and LOL are pleased to report its primary objectives have been met and several categories exceeded, 
with a 60% increase dairy cooperative member-patronage, cooperative revenue flows rising 17%, 
cooperative cost-savings of 21.9%, cooperative processing profitability rising 33%) and annual production 

4 increasing 4.5% annually. Cost reductions translating to member savings are particularly significant as 
Nicaragua continues under a 5.4% annual inflation rate, real dairy prices have declined 32% per liter, and 
the 4.5% increase in dairy production matches the current annual industrial growth sate, insuring that 
agriculture is keeping pace with industry. CRI and LOL are certain USAlD will be extremely excited with 
these program results. 
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BuiMina Business Linkages Befween Milk Producers and Mik Pnrcedisors in N h a m  
Finer hwomance Report 

Executive Summary 
Bsdmround: In March 2001, Cooperative Resources lnlemahal and Land 0' Lakes Inc. (as 
subconb'acbr to CRI) concluded a cooperative agreement with the United Stales Agency for Inletnational 
Development (U.S.A.I.D.) under the F i i l  yea; 2000 Daii Direclive Program. -Designed to improve 
business linkages between the production agriculture cooperatives and their asscciated producers, while 
a d d i a l l y  reaching out to nonmembers and expanding cooperative membershgs. 

Working in Camoapa, Deparlment of Boaco, Nicaragua, CRI and LOL chose incountry par!ners in 
consultation with Finland's PRODEGA rural development iniitive. Working in the region since 1990, 
PRODEGA had assisted in establishing 10 cooperatives across the region wilh two primary cooperatives 
established wilh dairy processing capacity, while the remaining cooperatives focused upon milk collection 
and consolidation for resale. CooDerative ~attkbants were CooDerativa San Francisco de Asis H24 
members), Cooperativa Mosiguiio i154 membersj, and ~oo~erat i ia  La Embajada (80 members); ‘Sari 
Francisco and Mosiguito were the two prinary cooperative processing centers for the region. 

Comwnents and Goals: CRI and LOL defined three primary components and corresponding goals 
in devebpii business linkages between milk producers and processors Across components, this project 
proposed tomcrease cooperative membersh!pIpby 20% while h s ! n g  cooperative profitability by 36%: 

Component 1: Dairy Coopedw Profitability 
o Strengthened cooperative systems, including finanaal, managerial, and service delivery will result 

in increased membership by 20% and cooperative revenue Row by fke percent annually; 
o Cooperative M i  company iniiatives results in a merge of at least two shared services and 

cost-saving to members of significant percentage (at least 15%) 
Component 2: ValueAdding end k k e t h g  Activibiea 
o Augmented value-adding and qua l i  conhl processing capacities of cooperatives resulting in 

improved cooperatives' proMabili by 10 percent; 
o Increase availability of quali, pasteurized dairy product sold domestically and regionally by 

cooperatives' increase by five percent annually; 
Component 3: Food safety Awarenegs 
o Disttibufon of information on the nutritional value of milk and dairy products consumption to at 

least 15,000 people, patticularty children; 
o Dissemination of information on the health problems resulting from consumption of poor qua l i  

milk products to at least 15,000, patticularlv chiiren. . . .  
Table 1: MHk Prices 2000 - 2004 (Per L i i )  

Through these key a c W i  components, CRI 
and LOL increased membership by 60%, and class 
net surplus cash Rows realized a 50% 4.00 3.50 0.22 
increase as the cooperatives erased an 3.40 0.27 3.00 0.19 
annual $37,130 deficit to post a $36,965 2.75 0.22 2.54 0.16 
surplus. 'This was accomplished despite the 
depressed milk plices and'decliiing value of the Cordoba (Nicaragua ddlar). T d e  1 above notes that in 
2000 when the project began, producers eamed $032 per liter of grade A milk, while today producers 
collect the 2000 grade C price of $0.22 per lier for the same grade A milk. Increasing cooperative and 
producer income in high inflation, expanding economies requires cost reductions which do not sacrifice 
quali, while still netting a consumer savings of $0.10 per liter and preserving commodity competitiveness 
in the international export market. 

I 
I 
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BuiMing Business Linkages Betwen Milk Ptuduo~ls and Milk hcesson in Nicanwua 
Final Perionnanta~ Report 

N a m W :  Impact measurements contained and detailed in this report are gathered from 2002 and 2003 
annual, independent audits conducted by Nicaraguan certifwd public accounting firms for participating 
project cooperatives, certified and autholized by the Nicaragua Miistry of Labor, having legal jurisdiction 
over agriculture cooperatives. Full handal disdosure of these audiits is provided for the express purpose 
of program impact analysis and may not be disbbuted without the consent of those cooperative entilies. 

Component 1: Dairy Coopemlive Protitability - h h b d t i p  and Ellickmy 
Strengthen cooperative systems, indudi i  finanaal, managerial, and service delivery will result in 
increased membership of 20% and cooperative revenue Row by 5% percent annually. 

The challenge to cooperative membership was immediate with the collapse of Cooperativa La Embajada at 
the projecfs opening. This collapse came under charges of embezzlement cibing the husband-wife team of 
board president and hasurer respectively. Sbictly a malkeb;ng cooperative wilh no real physical assets, 
members had committed a mall operathy fund to provide far collective marketing of raw fluid milk. 
Working closely with the PRODEGA project, CRI worked to insure hat the two remaining cooperatives 
honored milk payments due to La Embajada producers. These incidents do however foster a great deal of 
concem among all members far the strength and stability of their cooperatives. 

Table 2: Cooperative Membership 

Table 2 illustrates the changes of 
cooperative membership during the 
duration of this program. 
Immediately losing La Embajada's 80 
members, the remaining 
cooperatives moved to create 
alternative membership policies for 
expanding inclusion. The primary 
obstacle to membership is the necessary capital for required equity contributions. The cooperatives 
responded by establ i i ig the patron or non-amxiate status which includes non-members who are 
cumntly making monthly payments to meet their equity contribution. Since 2000,25 new memhrs had 
achieved their equity conlribution to become full members with an additional296 patrons cunently making 
monthly payments towards their equity mmilment. 

To support the cooperatives membership expansion efforts, CRI provided a total of two groups of 5 
volunteers (each) m cooperative organizing. Group 1 conducted cooperative organization activities in 
January 2001 and Group 2 provided a follow-up riiliative n February 2003. Group 1 was sponsored by the 
Farmer-to+amr program, conducted by the Partners of the Americas. The cooperative membership 
organization actnrity provided cooperative training sessions and Individualized farm business planning 
sessions with attending producers. Producers were provided the Fatm Business Planning G u k  and 
Fatm Financial  developed in cooperation with Greenstone Farm Credit Services of Wisconsin. 
Farmers were able to plan their production, project income, allocate monthly equity contibutions for full 
membership, and determine the value of cooperative membership m the farm business plan. 

Expanding the cooperative membership and patrons raised nonprocessing profit center cash Rows 17.6% 
(from $795,335 to $935,175). Non-pmssing indudes cooperative store, gas station, farm equipment, and 
credit union, w h i  are the key profit centers that support agriculture extension services and reduce 
administration and financial overhead in dairy processing. Milk processing cash Row did however decline 
due to general inflation and deflation n the milk price. While fluid mlk collection rose 18% on volume, 
value of milk collected declined 12.6% ($4,146,971 in 2002 and $3,624,442 in 2003). 
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Final Peribnnce Report 

Cooperative holding company initiatives results in a merge of at least two shared services and 
cost-saving to members of significant percentage (at least 15%). 

Struggling wth an average annual rate of inflation of 5.4% and milk price declining 12.6%, dairy 
cooperatives increasingly feel the vise of resource scarcity and product surpluses. Expanding cooperative 
savings and the producer-member profit margin is earned through reducing costs. Total cooperative 
operating eqenses declined 21.9% from $2,273,329.69 (2002) to $1,774,812.07 (2003), exceedig the 
cost-savings of goal of 15%. Additionally, it is impoltant to note that with increases of 60% in producer 
utilization, 18% in fluid milk collection, and 17.5% in revenue Rows, real expemdires still declined. 

To realize these savings CRI foarsed upon cooperative services while LOL concentrated on dairy products, 
plant operations, and marketing. In the inmediate, c o m b i  cooperative analysis of CRI and LOL, it was 
evident that dairy processing units were subsidizing service units-specifically artificial insemination 
services, supplement feed omcentrates (concentrate plant), eqerirnental farms, and field services (farm 
equipment). Cooperatives were, for example, operating artificial insemination service at an m u a l  bss of 
nearly $90,000, the concentrate plant losing $7,300 annually, and incalculable losses in experimental farms 
and farm machinery servlces for want of improved accounting. While dairy processing subsidized 
cooperative services, those servioes were rationed to less than one-third of cooperative members utilizing 
specific services. Only the cooperatives stores and gas station netted positive income to reduce 
cooperative o v e i h d  and strenglhen financial position. The solution was consolidation and closure. 

In artificial insemination services, farm machinery services, and concentrate feed supplements were not 
competitive with private commercial firms and suppliers. Cooperatives had nonetheless attempted to 
establish these enterprises in direct competition with exisljng firms within the local markelplace, and lacked 
volume. Not all producer-members, for limits of livestock and land holdings or infrastructure could utilize 
these key cooperative services, for w h i  the cooperatives lacked a sufficient sales base. For example, 
artificial insemination technidans were performing between 1 and 1.3 inseminations per day compared to 
the five needed to cover contDetitivehr cover costs. Few ~roducers owned arable land. with the bulk of 
members operating permaneni Finally, forages w& too poor to supplement thiugh concentrates 
and basic livestcck concentrates were widely available in the common market at lower costs. 

Consolidation was achieved in artificial insemination and forage production and storage, meeting the 
program goal of two shared services. Through this initiative CRI facilitated the expansion and integration of 
local, private enterprise to provide artificial insemination servioes and forage production and storage 
services to cooperative members at negotiated affordable rates. Artifidal insemination and field m i c e s  
are now managed by the dder SARSAN, SA and its subsidi i  Genetic Resources Posebga (GRP) d 
Nicaragua. The cooperatives combined to outsource these services, pooling contracted producer-member 
service demands to private sector firms. 

Chute  or downsizing is a necessary reality in cost reduction. To dramatically reduce cooperative costs, 
the experimental swine and stcck farm and concentrate plant were closed and liquidated for 
underperformance. It is important to note that in this restn~cturing, no jobs were lost, as cooperatives and 
this project worked towards worker retraining for q u a l i i  worker reassignment to expanding cooperative 
aclivities and business units. 

These cond i t ions  and closures represent the primary lessons leamed of this iniliative, ending inefficient 
experimentations in enhpreneurial enterprises. Most importantly, It retumed cooperatives to their core 
enterprises and competencies of commodity processing, marketing, and input access and procurement. 
Not every production factor is ripe for cooperative exploitation when already competitively established in the 
markelplace by longstandig firms and cooperatives can mote effectively negotiate setvice and supply. 
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While m i l  cost-savings oppoltunities could be readily identified t h r w  cost-benefit analysis and were 
facilitated thm@ senrice realignments and wtsourdng, long term savings and cooperative growth would 
require developing both business and marketing plans. 

Component 2: Value-Addlng and M a M g  Activities 
Augmented valueadding and qua l i  control processing capacities of cooperatives resulting in 
improved caoperatives' pmhb i l i i  by 10 percent. 

Through this initiative three participating cooperatives developed qua l i  control standards and capabilities 
with development of dairy plant M t o r i e s  and blind analysis procedures. More signfcantty, the 
cooperatives dramatically shiffed from raw product consolidation and fluid milk sales to value added market 
processing. Total cooperative eqendifums fell fm $0.18 per liter in 2002 to $0.0.12 per liter in 2MI.9, 
reduced 33% as ihe dairy processing plant utilizalion ran, to nearly 70% of capacify Product sales 
increased 20% as cooperatives increased processing by 62.9"h to offset a 62.7% decline in fluid milk sales 
to private processors. 

In Table 3 below, we note that product sales rose 30% while fluid milk sales declined 66%. 2001 sales total 
$4.1 million while 2004 sales fell $3.6 millon, demonsbating a real decline of $500,000. This however 
ignores the averted catastrophe of declining milk prices (to the benefit of consumers) and the ongoing 
inflation rate of 5.4%. During this program, we must mention and consider the collapse of the international 
conglomerate of Parmalat w h i i  had controlled 15-20% of the local market (80% of formal market). Private 
processors limited cooperative cdlection centers to grade 'A" vdume contracts in 2003 at established price 
levels. For ~artid~atina cooperatives. volume contracts btaled 15 million liters at $0.23 Der l i r .  with 
excess produclian'(ab& a&ac t  valued at $0.07 (C$1.00) per l i r .  Milk wlleAon exceeded 
2001 processing levels and the 2003 contracts by 1.3 millon liters. Sold to private processors, the milk 
wouldhave gm&d producers a meager $92,336.- With program assistance topromote market gmwlh, the 
m~eratives continued to buv from ~roducers at $0.22 Der l i r  for cao~erative value added ~rocessina. 

producers $304,71 l'in milk sales. Fornard c&tracting and parmalat's financial ills bar ly  w i t  
Nicaragua's prime daii region $212,000 in annual farm i n m .  The 6 cents per liter drop in processing 
cost per l i r  insured cooperative competiliveness and protected consumers against inflation. 

In 2000, local cooperative managers and producers as well CRI-LOL program planners could not have 
imagined or anlicipated the beleaguered position of Parmalat, the illicit $5 million dollar cash transfer from 
Parmalat Nicaragua in an attempt to salvage the multinational's solvency, and finally its ripples across the 
industry with the Parmalat pipeline to store shelves con- by contracted volume caps. 

Programs such as the Dairy Enterprise Initiative do not often factor in economic and marketing disaslers- 
contemplating only growlh. This however can understate the impacts of program actbibs which realized 
even modest growth by overcoming market complexities in doing so. In this particular case, the potential 
loss averted is nearly greater than program gains. This DEl, with the energy and determinatbn of 
parlicipaling cooperatives and dynamic partnership of CRI and LOL, turned industry shockwaves lnb a 
near windfall in net market share while presewing farm income. 
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The primary and urgent issue for cooperative milk markeling and dairy products processing were the fluid 
milk grade 'A" contracts. Fluid milk sales to primary processors such as Parmalat, Eskimo S.A., and 
NestlB's Prolachsa provided the cooperatives primary source of working capital to make producer milk 
purchases and ptant operation. Processors could often and freely domgrade milk shipments to class '8" 
and reduce payments to cooperatives. The absence of sufficient quality control at the cooperative level lent 
merit to processor claims. Facing two mullinationals and one of the Central America's leadi i  private 
processors, angry populist senbent is inherent, though LOL provided the means for compliance. 

1. Under a previous Dairy Directive, Cooperativa San Franasco established a complete qua l i  
control laboratory. This laboratory would serve as the cooperative's qua l i  control laboratory. 

2. Through this initiative, LOL worked to established two addkml  laboratories at Mosiguito and 
Santa Thomas ($17,086) to segregate milk by quali. 

3. Participating cooperatives established milk qua l i  control standards, defining grades A, B, and C 
classificatik wilh differentiated pricing. ~r&&rs qualing in different paxtion grades were 
then grouped by roubs to reduce crosscontaminaih of milk grades during pooling. Adequate 
segregation presewed the now capped grade 'A" contracts. 

4. The inbmluction of quality control and price differential netted positive impacts at the farm- 
production level, as indiibd in Table 4 bebw. Initial tested found that only 36% of raw milk 
qua l i d  as grade A with 45% as grade B. With B and C suitable for cheese production, the 
greatest initial push was in increasing production of grade "A" for fluid milk consumption, rising to 
more than 51% of pruduchn in 2003. The actual growth of grade C as a percentage is not a farm 
production regression, but tighter qualii regression and infiux of new producer-members. 

ValueAdding Processes Table 4: Raw Fluid Milk Q w l i  

As noted n Table 3 above, cooperalives had s i g n i l l y  
underutilized processing capacity in cheese making, with 
sufficient collection, cheese vat, press, and cold storage capacity. 
LOL staff and consultants provided study and support in market 
development to pahipalkg coqeratives. 

5 1.4Yo 
Grade B 44.8% 10.5% 

18.9% 38.1% 

> Victor Ganoza, LOL Honduras, and Mel Jolly, LOL Plant Consultant, provided advance assessments of 
cooperative plants for expod standard compliance. The lime provided recommendalion for hygienic 
condins and folbw-up. These pre-inspections were essential to expod certification to Honduras and 
El Salvador, and preliminary (probationary) expod license to the U.S.A., reaching the Nicaraguan- 
American market of Miami. With operational qualii control hboratories and hygienically M e d  
facilities, the cooperatives now had an outlet for surplus production suppressing domestic prices. 

> Peter Reese and David Hull, LOL consultants in marketing (product branding) and plant management 
lefficiencv) ~rovided the next essential Whnical assistance to coooeratives. The m r a t i v e s  had 
been e&& in 40 pound blocks to Central America. ~resekt ion for the G r a t i v e s  was 
inadequate for market growth and US market penetration. LOL experts rewmrnended diversification 
with packaged cream and improved presentation with smaller packaging for convenient marketing. 
Previous exparts had been recut and repackaged under national brands, denying expatting 
cooperatives the retail premium and brand w. Addbnaiy, Nicaraguan emigrants could not 
identify national product (trade being the preferred form emigrant remittances). Actions included: 
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I o Cooperatives redesigned their package logos through focused consumer testing; 
o The DEI provided minor equipment augmentation to improve phnt utilization and performance: 

Cream Separators ($4,507) for fluid cream and cream cheese product development; 
Piston Filler ($1 1,645) for packing fluid cream; 
Multi-Purpose Cheese Manufacturing Kettle ($12,735) for hard cheeses product development; 
Double Chamber Vacuum PackagerISealer ($1 1,963) for incremental cheese packaging; 
Butter Chum ($503) for butter product development. 

These inputs raised plant utilization from 36% to 70% and reduced per l i r  processing costs from 
$0.18 to $0.12--mobilizing plant capacity to market local production in the international marketplace. 
Additionally, this iniliative stressed cooperalive capacity in product research and development wtth the 
hand operated cream separator, micro-butter chum, and cheese processing k e b  for alternative 
cheese. With packaging capacity in cheese and cream, exports surged to liquidate full product 
volumes, expanting exports from its 2001 levels 900,000 pounds of cheese to 2003 production of 2.5 
million pounds of various cheeses, increasing product sales by $900,000 or 30%. 

k To sustain these market and pmssing efficiency gains, Land 0' Lakes assigned cooperalive 
business consultant Gretchen Dhooge, to assist the three pa&@ating cooperatives each in developing 
a five year business plan to include: : 

1) Description of the business (history, mission, legal structure, necessary licenses, products, 
services, and membership requirements), 

2) Market components (clientele, p m s s  from raw material to t i n i i d  product, and sales), 
3) Prornolonal sbrrtegy, 
4) Description of competition, 
5) Future plans 
6) AhinisIration, 
7) Financial documentalon and projections, 
8) Risks, and 
9) Complete SWOT (Strengths, Weaknesses, Opportunities, and Threats) analysis. 

More than an academic exercise; cooperatives were challenged to develop plans of seksustain market 
share gleaned in the wake of Parmahrs finanaal convulsions and US technical program assistance. 
Under the guae of their orm marketing and business plans, cooperative increased marketing and sales 
expemliires by $315,335 annually or 11% of gross inmne-a key and convention re-investment for 
any markelng firm and demonstrative of their mnmibnent to self-sustained market access and 
expansion. Cooperatives established whdly owned dislributorships in El Salvador and Managua. 

The near cdhpse of Parrnaht was both blessing and curse to Nicaraguan producers. First they learned 
that the conglanerate's market hold was precarious coupled with the rea l i  that profrt margins were not as 
gross as previously perceived. Parmalat and La Embajada stressed two essential points among surviving 
cooperalives-processing efficiency and quality to sustain and grow market share. USAID's Dairy 
Enterprise Initiative with CRI and LOL was there to exploit these opporlunities and gamer produoer rnalket 
share-realizing target cooperative profitability increase of lo%, the DEI assisted cooperatives in 
mobilizing processing capacity as fluid milk sales collapsed. We discount the 66% decline in fluid milk 
sales to private processors as an untenable and unsustaimable market condition. Multinational 
conglomerates which migrate through developing and emerging economies inevitably retreat as 
cooperative and national pmssing capacity coalesces to marshal domestic and regi ial market share. 
Private processors enable cooperatives to amass working capital and then decline in sector evolulon. 
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Component 2: Value-Adding and MaMng Activities (Continued) 

Increase availability of quality, pasteurized dairy product sold domestically and regionally by 
cooperatives' increase by h e  percent annually; 

During the course of this program, fluid milk under cooperative management and processing increased 
9.1% or 4.5% annually over hvo years of program suppot The anly target to fall modestly short of its 
objpctive, this gain represents neatly 2 million pounds (1,000 tons) of fluid milk or more than 6% of daii 
plant capacity-an essential component of reaching 70% plant capacity and reducing processing costs. 

The swrce of the increase is N o  Wncreased  farm productivity and increased membership. Farm 
productivity gains realied through improved genetics and forage production and storage were estimated at 
neatly 400 tons of fluid milk annually while the remaining gains of 600 tons are attributed to increased 
membership patronage of 60% (241 new memberpatrons). 

k Farm Productivity Gains 

o CRI introduced the forage bagging system with the Kelly Ryan 7 foot bagger ($16,718) to provide 
for store forage during Nicaragua's dry winter. Currently the system is storing 1,600 tons of feed 
annually. The 1,600 tons of stored feed is producing an estimated 384 tons of milk during the low 
period of milk productian when prices are higher. This means an addition income to parb;c@ating 
producers totaling over $73,000 in new in&, and an additional $50,000 in new i& b r  the 
comratives derived from addilianal milk s u ~ ~ l i i s  for ~rocessina and resale Iannuallvl. The total 
f a i  invesbnent in bags and tractors was a'& of 5$,400, ge$rating this a;lditionai$120,000 in 
new community income. To provide essential training forage, feeding, and livestock management, 
CRI produced bainhg videos in Forage Prockiction and Livestock nutition ($10,000). 

k New Membership 

o Incorporating 241 new patrons broumt an a d d i i l 6 0 0  tons of milk annually into the cooperative 
dairy processing sector. This same 600 tons had previously been in production and under artisan 
(non-pasteurized) processing and sale for more than a decade. This removes nearly 60 tons of 
non-pasteurized cheese and fluid aeam produds from the markelplace annually. With aWage 
consumption in Nicaragua of 57 pounds of dairy products annually, these 60 tons will feed more 
than 2,000 people. 

The total new produdion of 1,000 tons (new production plus new members) passing through cooperative 
processing and pasteurization will feed 3,472 people annually. 

Nicaragua's Depament of Boaco is located in its central highlands with plateaus and valleys. It is 
knpottant to note the impact upan the foodshed-watershed. As the cooperatives typically collect@ and 
marketed whde raw milk, it was shipped outside the food-watershed to ihe capital of Managua. Whdle raw 
milk is 87% water, meaning that at the height of milk shipments outside the foodshed, water was exiling at 
a rate of 4,780 gallons daily or 1.75 galbns annually. With the sharp decline in raw milk shipments to value 
added dairy processing, products primarily exit in the form of cheese, reducing milk ships with a water 
composition of anly 718 gallons daily or 262,000 gallons annually, a reduction of 85%. 

Finally, with the assis$nce of TechnoSelve (also through the cooperatian of USAID), the coopemtives 
established a water treatment facility senring both plants to handle the dramatic increase in eflluent, 
returning clean water to the Boaco watershed. While there was no component within this mialive to 
support or address environmental issues, CRI offers this point as a significant by-product of other program 
successes. 
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Component 3: Food Safely Awareness 
o Distribukm of information on the nutritional value of milk and dairy products consumption to at least 

15,000 people, particularly children. 

o Dissemination of information on the health problems resulting from consumption of poor q u a l i  milk 
products to at least 15,000, particularly children. 

In crealing food safety awareness CRI and LOL found its single greatest challenge, primarily far the 
logistical obstacles to reaching the target audience of 15,000. Nicaragua has been a primary target of 
other donors such as Care, Hape, and the World Bank support Institute for Rural Development (IDR), as 
well the numerous operaling initiatives with nutrition components of their own. Recipients and indi iual 
households readily expressed training fatigue with health and nubilbn issues and found supplement food 
safety awareness redundant and r u d i .  Home pasteurization of raw milk for home use was routine 
and widespread. Diets were exception with dairy use supplementing staples of rim, beans, chicken, fish, 
and some beef (red meat). Household demand was more immadiily concerned with or interested in 
integratmg dairy products into the diet throu* alternative menu choices. 

CRI provided quarterly techni l  assistance in diversifying the household diit, prodding 
wnsultanthrolunteers in alternate tramm segments. The food awareness program focused upon 
cooperative employees, memberproducers, and producer employee househdds. Technical assistance 
~ersonnel were assisted and cdlabofated with local IDR staff and bcallv assianed Peace Corns volunteers 
b convene training sessions throughout lhe project regions. ~ e c h n i i i  experts included J&ne Gardner, 
celliiied human nutritionist to provide essential dietary education and training, and Roxanne Runge, 
restaurant manager to provide education in training in menu choices, food preparation, and presentation. 

> Dietary Educetion and Trahlhg: Training emphasized the nutritional value of milk and dairy 
products, the potential for illness and common parasites (bacteriologcal) associated with the 
consumption of unprocessed dairy products. The dielicii provided training in balanang the daily 
home menu to address nubitional deficiencies and meethg the nutritional stages during childhood 
development. Addiional training was provided in home gardening for seed and plant selecticn to 
supplement common and t radha l  food staples. 

> Food P m p r a t h  end Pnreenteth: The use of dairy was limited in the Nicaragua diit for a lack of 
preparatory and presentable f a m i l i .  In these activities CRI emphasized cooking with dairy, 
providing instruction in integrating dairy into the family menu. Pakipants were encouraged to accent 
tradihal Nicaragua dishes with dairy products, adding cheeses and aeam to enrich pmten 
composition of food staples and provide greater appeal in appearance and taste, inaeasing child 
consumption of essential vegetable, cereal grains, and meat dishes. 

Consultant volunteers worked in Nicaragua a h t e l y  providing one 10-day trip per quarter wilh 5 m i n g  
programs. Average attendance was 35 people. Alternate days were devoted to individual group sessions 
wilh other program trainers to provide folk up to technical kaining session attendees. f i is provided a 
total of 80 training days (40 per year) wilh 1,500 households (7,500 people @ 5 per household) reached 
through cooperative employees, cooperative members, and member employee households. A d d i i l l y  
staff provided training for three local elementary (grades 1-8) and one orphanage of 35 children. The 
challenge of food safety awareness it should be noted, is a primary issue of affluence. Nicamgua 
audiences were well steeped in food safety and farnii nutrition, but both safety and nutrition (among farm 
employees for example) was all too often superseded by issues of i n m  and affordabilii, were 
awareness and knowledge is undermined by need. 



BuiWng Businsas Linkaw Bbhresn Milk Produoen, a d  Milk Pmcwors in Nicaragua 
Final M m ' R . Y p o l t  

Conckrsbn: This program concludes on its ass~gned termination date of March 9, 2003, achieving its 
objectives and more than $100,000 under its proposed budget Despite the collapse of tqo area 
cooperatives (La Embajada and Casa Bouy), the dairy cooperative movement in Nicaragua moved 
dramatically fotwrd with membership rising and their camibnent undaunted. Long challenged by the 
formal m a h t  dominance of Pamutat, cooperatives m o b i i  human and capital resources to mamtaim 
and expand their market position. 'That stability and rebound of Parmalat Nicaragua is all but a s s u W u t  
market share lost is never easily or entirely reclaimed. 

The real benefactors of this program were both pmducers and consumers. The fall in milk prices are a 
function of the world price with Nicaragua and @e regbn pressed to alignment through free trade 
agreements. Despite the decline in mlk prices however, increased milk pmduction and productiv* gains 
netted producers 96% of their XK)1 income while consumer prices for dairy held steady amidst 5.4% 
inflation. Dedine in milk prices do not immediately translate into reduced consumer prices, as 
transpoItation and store shelving costs rise wilh inflation and quickly consume cost reductions in pmduction 
and processing. 

The real dynamic of this program was the collaboration of CRI and LOL. This was partiwlarty important in 
addressing plant utiliition whi i  was instrumental in redudng processing costs. The cooperatives had 
amassed a nearty detrimental pmwssing capacity wilh minimal market share in the value added market. 
Readily athrned to their cooperalive's position, member-farmers were reluctant to increase production to 
levels above cooperative market-share. As LOL opened regional marlcets and product shifted to the 
cooperatives value-added processing capacity, producers immediately mobilized their own excess 
production capacity to mise pmduction to nearty their XKH income level. LOL studies revealed that with 
every new 10,000 pounds d fluid milk produced, 1 addllbal job is created in the sector. This enales to 
target production in stimulaling empbyment. In this case, pmduclion increased by 2 million pounds and 
potentially netted XK) new M s .  

This report cannot stress enough the inevitable volatility of agriculture commodity prices which can only be 
modestly moderate through government subsidy programs. In absence of such programs, the donor 
community must emphasize cost reductions and target assistance to posit i i  producers and their 
cooperatives to meet the world commodity prim level. Higher incomes cannot be sustained lhmugh 
measures w h i i  atbhrily raise prices either through production controls or market protection, but instead 
through sustained gmwlh in productivity and gwwing markels lo dispose of rising production. Addinally, 
programs are needed to retire marginal land and disadvantaged regions through education programs 
emphasizing woker mobility and bmsilion. Nicaragua is not in any immediate danger of dmwning h daii 
sulplus and suppressing prices, with per capita consumption only 2546 of that of the developed, industrial 
nations. The market can readily continue to absotb higher dairy production pmvidii producers and 
processor can continue to reduce costs. This cost reduction in staple food production and proceasing is 
where emerging economies can check inflation. 

Note: Following the collapse of La Ernbarn and Casa Bouy, program activities incorporated Cooperative 
Santa Thomas with its 80 members. Santa Thomas received equal pmfessional and technical program 
assistance as reported for cooperatives Mosiguito and San Francisco, but was not induded in the 
econanic analysis as the cooperative had no base R e  data to substantiate 'knprovements and its relative 
growth or decline. 
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I Table 5: Program Goals and Impact Matrix 

component 0b)ecthre Measure Base L i i  Goal Achieved 
% 

chwge 
Strengthened cooperative 
systems, including Members 358 20% 599 ~P/o 
financial, managerial, and 
service delivery will result 
in increased membership 

Dairy and annual cooperative $795,335 5% $935,175 17.6% Flow 
C w e  revenue  ow 
Profitability 

Cooperative holding 
(CRo m p a n y  initiatives results 

in a merge of at least two 'OS' 
$2,273,329 15% $1,774,812 21.9% shared services and cost- Savings 

saving to members of 
significant percentage. 

Augrnenbd value-adding 
and quality control Raabiliry 

processing capacities of CostZir  $0.1 8 $0.12 33'10 
2, v a k  COOperalive~ r e ~ ~ h g  m Plant 36.1 P/o 69.4870 47.91% 

10% 

Adding ~d b"Pmw cooperatives' ~tilizaljon 
Marlceting ~ m w i l w  
Activibs 

Increase availability of Milk 18,177,782 20,004,547 9.13% 
boL) qualily, pasteurized dairy 

Product ( P d )  
(Pounds) (2 Years) 

p r o d u c t s d d d o m e ~  Sales $3,815,419 and regionally by 
5' $3,624,442 - 5.00%' 

coopeliltiv~~ Quality 36.3% 51.4% 29.4% 

Dibut ion of information Persons on the nubitional value of Trained - milk and dairy products Dairy the 0 15,000 7.500 50% 
3- Food consumption, pariicularly 
Safety children Diet 
Awamnes 

(mb,,t Dissemination of Persons . information on the health Trained - 
Vdvndeere) Pmblems resulting from safe ~~i~ 0 15,000 7,500 5P/o 

consumption of poor 
quality milk products, Use and 

partiarlady children Nutrhn 

I 

I ' Roduct sales adjusted for inflation, as milk prices decline 30% io real value and ioflarion. 
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Buildirrg Business Linkages Between Milk Producers and Milk hxessors in Nicattwa 
Find Pefkmance &port 

land 0' Labs Budget Detail 
ltrwn Ik.cription 

US M.8.ganent SPhrks 
US Management Fringe 

W S t a e s d m y ~  

Consultants 

Travel e l t s  

Other D u d  Costs 

CIU supporl 

SUBTOTAL W i t  CostF 

Indirect CostF 

TOW Fedend Funds 

Cost Shering 



Building lh&ess LMams %&?Ween Milk Rudumm end Milk Processors in Nicamma 
RM/ P&llfl~llc8 R m  

Equipment Procurenwmt and D ' i i t i i n :  

m!xw!! 
Milk Quality Conlrd Laboratory (Raw Milk Testing) 
(Various l&ms @ $1,500 or ~ e & )  (Inventoried: %0/04) 

wiping: 
M i  Quality Cdro l  Laboratory (Raw Milk Testing) 
(Various Items 8 $1,500 or Less) (Inventoried: 7/10/04) 

Shippig: 
Cheese Manufacturing KeUk, Claire Mufti Purpose 
Cream Separator, Milky FJ600 115Vt60HZ 900 LtsMwr 
Cream Separator, Miky FJQOH, Manual 
Butter Chum, Milky FJ10 11 5V160HZ 
Stainless Steel Utensils 
L i isbxk identificalion (TaggingBrandii) 
FilterslDisposaMe (Boxes, 100 Count) 
Processing/Food Handling Utensils 

Suppler Packaginq/Shig: 
(Pmcessing Utensils) CRI Shipping: 

CRI Shipping: 
Piston Filler, Cream Pawing ,  Hinds Bach 

*ping: 
Double Chamber Vacuum M/C S/S $1 1,963.25 

Shppklg: 
Ford Ranger Edge SlperCab 4.OL, 4~4,2001 
1 FTZR15EX1 PB35460 

shipping: 
Polaris Ranger (6x6) Utility All Terrain Vehide 

1 Forage Bagging System, 7 Ft, Kelly Ryan 
10 Forage storage Bags (7m) 
1 Forage Production Training V i i  

Shi ing: 
Total TaxesllmportlAgent Fees: 

T o b l E q u i i :  
Tollll CoMuaablee: 

Total Suppl'i adY- 
TOM SMgping: 

Total Equipment: 

Disoositii 
8,543.06 Cwperativa 

Mosiguito 
1,517.50 
8,266.89 Cooperativa 

Santa Thomas 
987.08 

12,735.20 Cooperativa 
3,912.96 Mosiguito 

593.99 
503.31 

1,502.42 
3,148.51 

248.80 
739.71 

7.40 
706.80 
907.18 

1 1,645.00 Cwperativa San 
900.00 Frandsco 

5,965.25 Cwperativa 
722.24 Mosiguito 

19,725.00 Transferred to: 
GDGGQMn- 

5,554.78 0001 140 
13,850.00 Transferred to: 

G D G G e -  
0001140 

16718.48 Transferred to: 
2,676.00 G D G G e -  

10,ooo.m 0001140 
5,210.50 

12,320.49 
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Finel Pemonn~nm Report 
Program Matchhg Funding 

I Cooperativa Mosiguito 

Admimistralion Support 
Supplies 

Volunteers 
CRIROL Business Management Volunteers 
(5 Vduntaers, 28 Days, @ $200 Per Day) 
CRI Dietary and Nulritian Vokmteers 
(2 Volunteers, 40 Days, @ $300 Per Day) 
LOL Volunteer Consultants 

CRI US Program hbagmml 
Senior Project Officer in US 
Senior CRI Menagemant (GM Ovemead) 
Clerical 
Fringe 

Indirect Costs 
CRI Monlhty Rent (Office Space) 
Equipment - I.T. Ovemead 
A9400 System 
word P m -  
Public R e l a t i c m s ~ P b l i s h ~ A ~ s  
CRI Communicahs Overhead 
Dunestic Transpottah (CRI Pool) 
ApSoum? Leb Ovemead - 
AgSource DHI Service Ovemead 

Total f+ogram Cost Share (Match): 

CRI US Progmm Management is based upon internal indirect cost calcuhlons. 


