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I. FORWARD 

Project title: Romania Private Agribusiness Acceleration Program (RPA) 
Project number: 186-G-00-99-00104-00 (previously 186-0024-G-SS-9104-00) 
Project duration: 3 Years -- February 3,1999, -January 31,2002 
Location: Romania 
Federal funding: $1,918,627 
Contact: James Herne, Senior Project Officer 

e-mail: jhern@landolakes.com 

The Land O'Lakes Romanian Private Agribusiness Acceleration Project (RPA) was conceived 
and developed in accordance with the United States Embassy's Agricultural Strategy (1998- 
2000). The objective of this strategy was to accelerate the development of Romanian 
agricultural potential through competitive private enterprise, and to maximize long-term 
American participation in Romanian agriculture through trade and investment. 

The RPA Project was implemented in conformity with USAiD-Bucharest's goals to support the 
growth of a competitive, market-oriented, private sector; and to increase the number of credit- 
worthy private enterprises in selected industry sectors judged to possess unique economic 
o~oortunities and challenaes. These aoals are re~resented in USAID's Strateclic Obiective 
1:3 "Development and ~ 6 w t h  of private ~n te r~r ises"  and Intermediate ~esu l ts  ( l ~ s j  1.3.2 
(Increased Capital Investment in Private Enterprises) and 1.3.3 (Strengthening Business 
support ~ e ~ i d e  Organizations). 

- 

The overall goal of the RPA Project was to promote rapid and sustainable growth in several 
Romanian agribusiness sectors at the firm, association, and business suppoNservice 
organization levels, leading to an increase in public-private sector dialogue and an 
improvement in the general business climate for private agricultural enterprises. 

11. STATUS OF USAIDILAND O'LAKES PROJECT TARGETS 
A. At least three sub-sector associations will be established, or strengthened, in 

measurable ways. These associations will be democratically controlled and highly 
functional, with well-trained leadership to give direction and concentrate efforts to 
establish a viable market-driven industry. 

100% Deliverable Achieved 

B. At least 30 agribusiness SMEs in the poultry, feed, dairy, andlor other agribusiness 
subsectors will have received TA leading to measurable improvements in their 
operations. 

100% Deliverable Achieved 

C. Deliver a 10% increase in profitability for RPA clients. 

Al l  clients registered increases of 0.5- 12% 
Select companies have 10% increases 

D. Record at least $480,000 in match for the USAlD funding. 

-200% of Deliverable Achieved (Refer to  Appendix A) 
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Status Land O'LakesiRF'A Internal Project Targets 

The RPA Project successfully bucked the negative economic trends of 1999 and 2000, and built 
upon the recovery of 2001 by attacking the problems facing the dairy, poultry, and animal feed 
sectors. 

Life of Project Target Status 
lncreased percentage of 
pasteurized milk 

200% increase of 1999 UHT milk sales 
110% of 1999 totals (milk) delivered to processing units in 2000 

lncreased domestic capacity to 
replace imported product 

$3 million increase in foreign 
investment andlor financing 

lncreased US investment in core 
clients 

lncreased business transactions 

15% increase in sales 

30 investment ready firms 

lncreased foreign investment 

Total production cost savings 

Three sustainable subsector 
associations 

Reduced production costs 

lncreased exports 

10% increase in harvesting 
techniques 
15% increase in milk production 
(forage pilot) 
lncreased market demand for 
forage seeds 

Poultry: production up 49%; sales up 81%; 
Imports down 48%; consumption up 18% 

Feed: 24% increase in feed production 
Dairy: production up 2%; imports down 62% 

$5.85 million of foreign investment in three clients; 
$18.5 million in fixed cap. Investments for 24 dairy clients S1.8 
million for four integrated clients 

$ 285,000 invested in two dairy clients. 

$7,100,000 in new business transactions from Simpoavi '99. 
$3,200,000 in new business transactions from Simpoavi '00. 
$225,500 in new business transactions and $156,945 in other 
misc. transactions from Simpolact '99. 
$102,882 in new UHT milk sales from Simpolact'99. 

All clients registered sales increases varying from 3-58% 

One client received a foreign investment of $5.5 million via 
acquisition of 99.97% of the company's shares. 
One client received an equity investment from a private 
US. investor totaling $250,000. 

$617,718 in other documented savings to date. 

APEL: 25 members. Graduation in Year Ill 
UCPR: 109 members. Graduation in Year Ill 
UNIPAA: 12 members. Graduation in Year Ill 

$93,300 cost savings with one client via a 38% increase in 
energy efficiency and increased productivity. 

Dairy: 45% increase in cheese; 130% in butter 
Poultry: 144% increase in live birds; 231% increase in eggs 

See CRI impacts 

See CRI impacts 

Romania recorded its first import of American alfalfa (1,100 kg) 
shortly after the start of the forage pilot; there are pending 
orders of 16,000 kg). 
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Ill. BACKGROUND 

A. Romania's Macroeconomic Environment 

During the entirety of the RPA project, Romania has suffered the highest inflation rates in 
Central and Eastern Europe (CEE; 54% in 1999,42% in 2000, and 32% in 2001). Interest 
rates also remain very high, which has made funding the budget deficit more costly. Briefly, 
indicators that describe present-day macroeconomics in Romania are: 

1. Unemployment. Romania's unemployment rate, only 8-9% as of year-end 2001, 
demonstrates that the country is doing 900 well" compared to other Central and Eastern 
European countries (and even compared with the EU average). It is still realistically too 
low. Though neither the RPA project nor Land O'Lakes, Inc. advocates higher 
unemployment in Romania, the continuing mess of state-owned and state-managed 
companies (including state-owned farms) and other non-operating companies which 
maintain bloated payrolls are placing too great a burden on the state budget. It is also a 
strong indication that reforms have not gone far enough. In short, there is a lot of 
inefficiency that must still be dealt with in the post-RPA years. Unemployment figures 
are probably one of the best measures of how little of the privatization effort has been 
accomplished to date. 

2. US Dollar and Euro. Strengthening of the US Dollar (USD) against the Euro and 
the Euro against the Romanian Lei (ROL) has translated into a continuing depreciation 
of the ROL and a further drop in purchasing power for average Romanian consumers. 

3. Budget deficit. Romania's 2000 budget did not get any smaller, and final results for 
2001 seem to indicate a strong increase of at least 50% from 2000 figures (about 3%). 

4. Balance of payments. Romania must pay back some $1.4 billion USD to creditors 
between 2001-2002. While the country has the cash to service these debts and had 
successfully paid off some of the debt in late 2001, it has left Romania fiscally weaker. 

5. Foreign investment. Romania lost precious ground in 2001 against other countries 
in the region, particularly Bulgaria and Yugoslavia. 

B. RPA Project 

The start-up of the RPA project in the first half of 1999 coincided with a continuation of the 
Government of Romania's (GOR) efforts to create a free market-based, private agriculture 
and food sector. The GOR's structural reforms have reduced subsidies to the sector and 
allowed land to be transferred into the hands of private owners. However, the much- 
anticipated bountiful harvest for Romanian farmers and processors initially expected to 
coincide with the RPA project in 1999 never came to pass. To understand why, we must 
look back to the lead-up to RPA and understand the trends that were already beginning to 
take place. 

RPA was initially designed in 1998, and redesigned in 1999, to assist the development of 
the animal feed, poultry and dairy sectors. Land O'Lakes set out to successfully implement 
the RPA project goals via three primary outputs, which were to be achieved during the life of 
the project (LOP): 
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1. At least three subsector associations wereto be established or strengthened, 
2. A t  least 30 agribusiness SMEs in  poultry, feed, and dairy were to  have received 

TA leading to  measurable improvements in  their operations, and 
3. At least $480,000 in direct "match" investments were to  be made by the LOP. 

The RPA also developed an ambitious series of internal performance targets which were to 
be achieved during the LOP: 

1. A 15% increase in sales for client SMEs, 
2. Strengthening 30 "investment-ready" SMEs, and 
3. At least $3 million USD in investments or financing for the RPA client companies. 

Before discussing in detail of project targets for RPA, it is important to better understand. the 
environment in which the project operated. Once again, it is important to note that 
Romania's macroeconomic situation - in particular high inflation, decreasing purchasing 
power, decreasing [real] salaries for Romanian consumers, and increasing prices for 
foodstuffs - had an important impact on the environment for the RPA project since its 
inception in February 1999. 

Some clients did not make it through the RPA project, but many did. To better understand 
final results, a further in-depth review of our specific sectors of activity is warranted. 

C. Dairy 

The dairy sector had suffered from falling demand over the three years leading up to the 
beginning of the RPA project. Much of this falling demand was brought on by a decrease in 
consumer incomes, and competition from non-dairy substitute products such as soft drinks, 
juices, and margarine. Additional factors that contributed to the trend of decreasing milk 
production and consumption included the break-up of the large state dairy farms and milk 
processing plants. Often, when farms were privatized, the herds were sold off (or given) to 
the farm workers. Currently in Romania the vast majority of farms with dairy cattle, 98% or 
more of the farms, have less than three animals. 

Many rural families have slaughtered their dairy cows in order to raise cash and provide 
food for their families, resulting in a dramatic reduction in the national herd size. These 
factors have combined to create an environment where milk consumption is decreasing and 
raw product supply is dispersed and difficult to obtain. From a business, as well as from a 
project implementation, standpoint this is a very difficult operating environment. 

Even in this extraordinarily difficult environment, some dairy productionlprocessing firms 
have remained in business ... and have even been even profitable. Most of these companies 
are connected to the RPA project in one way or another. Some of these firms, and almost 
exclusively SMEs, have been able to expand theirmarkets in spite of the problems that 
beset the dairy sector. 
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Fluid Milk Demand in Romania 
(Beginning Stocks+Production+lmports)-(Ending Stocks+Eqmts) 

In order to increase demand for milk, RPA has organized most of the leading players in the 
Romanian dairy industry into the APEL alliance (see section IV B). APEL, the Alliance for 
Promoting Milk Education, seeks to educate consumers regarding the benefits of milk and 
dairy products, and to increase milk consumption. 

In an effort to increase the quantity and quality of raw milk, and in response to USAID's 
keen interest in establishing a component for dairy cow feed within our project, RPA 
developed a forage management pilot project with Cooperative Resources International 
(CRI). The objective of this effort was to increase the forage feed to grain ratio in cow feed 
consumption (see section VI and Appendix E). 

In Romania, grain is introduced into the dairy cow's ration to replace nutrient deficiencies in 
the locally produced forages. By improving forage quality, both through improved varieties 
and better management, demand for grain supplements is reduced, which translates 
simultaneously into increased incomes and production for farmers, and increased milk for 
processors. More grain will flow into the consumer market, and permanent pastures will 
enjoy greater utilization. The forage management pilot will be described in greater detail 
later this report. 
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I. Raw Material Supply lssue Assessment 

lssue 

Severe 
shortage 
in the 
quantity 
and 
quality of 
fluid milk 
in 
Romania 

These isst 

Causes 

Most milk in Romania is 
produced in subsistence farms 
of 1.4 cows + 2 ha. per farm) 
Poor genetics used for animal 
breeding I reproduction plus 
poor forage used in animal 
feed (little or no vitamin 
concentrates used). 
Lack of management systems. . Lack of compulsory payment 
system by processors for milk 
delivered by farmers. 
Little or no incentives in place 
to stimulate improved quality 
and quantity of milk. 

s were addressed via APEL an1 

2. Production and Technology Issues 

RPA Proposed Solutions 

Immediate: 
Payment incentives for producers for both 
quantity and quality (e.g., the Danone 
model). 

Medium term (temporary): 
Vertical integration (poultry sector model): 
processors should invest in old state farms. . Purchasing (build) farms and heifers on 
behalf of producers with payments made in 
raw milk over a period of time. 
Selectively assisting farmers to develop 
(NAPOLACT and BELCAR model). 

At macro level: 
Compulsory payments for milk to producers 
Strict milk policies (no water, antibiotics, etc.) . Severe penalties for non-compliance. 

the CRI Forage Management Pilot project. 

Issue I Causes I RPA Proposed Solutions 
Littlelooor use of milk testing equipment. I Poor I Management consulting 

3. Credit and Finance lssues with Commercial Institutions and International Donors 

- . .  . processing milk is usually poor quality. . Little to no sanitation standards. 
Poor supply of market information. . Underutilization of processing capacities. 

These issues were addressed via APEL, management consulting, and market information. 

These issues were addressed via APEL, management consulting, and market information. 

management 
systems in 
place. 

directed at generating short- 
term profits and medium term 
survival (SWOTS, feasibility 
studies, new products, etc.) 

RPA Proposed Solutions 
Creation of agribusiness 
departments within banks. 
Increased training for evaluators 
(project evaluation skills). 

Issue 
Access to credit I 
financing is 
difficult andlor too 
expensive to risk. 

Causes . Unrealistic expectations by lenders 
and borrowers; lack of flexibility. . Lack of communication skills by 
both lenders and borrowers. 
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4. Marketing and Distribution Issues 

Issues 
Fluctuations in seasonal 
raw milk volumes. 
Significant fluctuations 
in seasonal demand for 
dairy products. 
Fragmented distribution 
networks. 
These issues were addr 

Causes I RPA Proposed Solutions 

-- 

ec 
Quarterly Market Studies, Sector Analyses. Consumer Preference studies and ~ i m ~ o l a c t .  

. ~istoricalmarket cycles. 
Traditional breeding 
cycles still in place. 

0 Lack of proper planning. 
Old style production 
habits. 

5. Additional dairy issues identified during the course of the RPA project that should 
be addressed by future projects are: 
a. Farm-gate prices for cow milk in USD dropped by nearly half during the LOP of RPA. 

Production management consulting 
Partnerships with US genetics firms 
for ongoing reproductive material 
supplies and training. 
Research into consumer habits 
Technical assistance in non-ice 
cream summer dairy marketing. 

b. Wholesale cow milk prices at farmer's markets continue to be higher than the price it 
is sold to processors. As a result, 28% of all milk produced in Romania continues to 
be sold directly to farmer's markets. 

jsed via market information available through RPA Alert Reports, 

D. Poultry 

The domestic poultry sector saw turbulent times in the years leading up to the RPA project. 
Similar to the dairy sector, the Romanian poultry sector was a dying industry, rapidly losing 
its market due to falling domestic consumption, drying up of overseas exports, and a lack of 
overall industrial orga&ation and coordihtion at theprofessional level. 

Poul t ry  M e a t  S u p p l y  
Domestic Supply = (Beginning S tocks  + Product ion) 

- (Exports + Ending Stocks)  
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RPA worked very closely during the LOP with UCPR, the Romanian Union of Chicken 
Breeders. In early 1999, UCPR was a collection of state-owned, private start-up, and newly 
privatized poultry operations led by Romania's leading poultry scholars. Since then, UCPR 
has grown into a mix of 108 poultry breeders and processors, all privately owned, 
representing over 80% of the Romanian poultry industry. During RPA, UCPR has been 
transformed into the most powerful, respected, and mobilized professional agribusiness 
association in Romania. 

Today, UCPR supports its members by lobbying directly with the Government of Romania, 
disseminating detailed statistical data on the industry. The UCPR also provides its 
members with quarterly publications offering feed information on nutrients and global 
developments, and technical assistanceltrouble shooting to identify and solve production 
related problems. As part of RPA, the UCPR published a series of detailed consumer 
preference data to assist members to orient their production to consumer trends in product 
assortment, packaging, etc. 

In addition to activities with the UCPR, the RPA project worked directly with three vertically 
integrated poultrylfeed companies (see section IV). Each of these companies began life as 
feed manufacturers, and moved into poultry production to ensure a market for their product. 
and to add value. For some of the firms, this strategy has worked out well, but for other 
core clients, problems exist in their poultry production efficiency. These lower efficiencies 
increase their unit costs and decrease their profit margins. In general, firms that began in 
poultry production have fared better (from a profitability standpoint) than companies that 
started out as feed manufacturers and then moved into poultry production. 

The RPA project focused its activities on assisting our integrated poultrylfeed clients to 
reduce their cost of production by reducing the cost of feed, while optimizing their feed 
formulas. The relevance of this collaboration can be summed up in one phrase: over 50% 
(by some estimates 70%) of the cost of poultry production in Romania is made up of feed 
expenditures, resulting in high (and increasing) prices for cash-strapped consumers. 

By providing feed formulation software and training to our clients, RPA assisted these 
companies to achieve savings of between $10 - $15 USD per ton of poultry feed (or 6-10% 
of the total cost). As these costs savings come directly from the highest component of 
production expenditures (feed), cost savings have increased via a multiplier effect by the 
time the product reaches the consumer. In short, savings in the cost of production have 
allowed RPA project clients to increase their profit margins, and expand their businesses 
and product lines while offering higher quality, lower cost goods to the average Romanian 
consumer. 

1. Raw Material Supply Issue Assessment 

a. Reliance on imports of protein feed (soybean meal, fishmeal and, as of 2000, corn). 
This issue was addressed via lobbying efforts from UCPR and UNIPAA. 
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2. Production and Technology Issues 

Issues 
Poor supply of 
market 
information. 
Under-utilization 
of processing 
capacities 

This was appr 

I Causes I RPA Proposed Solutions I 

3. Marketing and Distribution Issues 

Poor management systems in place 
Reduction in livestock numbers 
Low meat prices due to low 
purchasing power of average 
consumer + unfair subsidized import 
competition. 

lssues 
Fluctuations in seasonal 

Management consulting 
directed at making short 
term profitslmedium term 
survival (SWOTS, feasibility 
Studies, new Product 
development I human 
resource training, etc) 

demand for eggs (low in 
spring and summer; high in 
winter). 

.oached via UCPR, management consulting, and RPA market information. 

[untaxed] competition from 
small farmers selling meat I 
eggs directly to farmer 
markets 
Fragmented distribution 
networks 

E. Feed 

Causes I RPA Proposed Solutions 
Historical market I . Production management consulting 

Since the mid-1800s, Romania has historically been one of the leading corn producing 
countries of Europe, as the country benefits from good soils and a long-enough growing 
season to realize high corn yields. Given this comparative advantage in corn production. 
the domestic feed industry always relied heavily on local corn for its raw material. Today, 
nearly 84% of the feed used in Romania is corn (excluding pasture and forage; in actual 
terms the number is probably higher). Also, nearly 12% of the feed used in Romania is sold 
as premix commercial formulations, of which a large percentage is corn-based. Other feed 
grains such as barley and wheat make up about 4% of the nation's total feed supply. 

cycles. 
Lack of planning; 
old production 
habits. 
Lack of 
enforcement of 
existing laws 

A n i m a l  F e e d  G r a i n s  U s e d  I n  R o m a n i a  
T o t a l  F e e d  U t i l i z a t i o n  1 0 . 5  M i t l i o n  M T ( 1 9 9 9 )  

High fines for contraband poultry 
sales. 
Increased research into consumer 
habits; TA in marketing poultry 
products during the "off' season. . Incentives for poultry I feed 
producers . Reduced or no VAT for inputs not 
produced in Romania (e.g. fishmeal). 

C o r n  
8 4 %  \ 

C o r n  m e r i c a i  O t h e r  G r a i n s  
4 % 
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RPA's work in the feed sector was dominated by the drought of 2000. The effects were far- 
reaching and affected production and prices for corn. For example, whereas 1997 saw 
~roduction of over 12 million tons of corn. this fell to about 4.5 million tons in 2000. In other 
words, the 2000 crop was only 37% of the 1997 crop. With much of Romania's irrigation 
infrastructure in ruins since 1989, farmers rely almost entirely on rainfall for their corn crop. 

Though corn remains dominant in the feed sector, both barley and sunflower cake 
production saw increases during the LOP of RPA. 

T o t a l  S u p p y  o f  S e l e c t e d  F e e d s  
( P r o d u c t i o n + l m p o r t s - E x p o r t s )  

In summary, the economic background in which the RPA project operated was already very 
difficult before mother nature's drought inte~ention. Falling purchasing power, drought, and 
the repercussions of an economy transitioning from three years of recession all combined to 
create a unique and difficult environment for RPA clients' project sectors. 
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IV. ASSOCIATION BUILDING 

RPA formed three professional agribusiness associations to address important industry 
issues and sector gaps. The rationale behind this was that independent producers and 
processors quickly grasp the importance of organizing into private groups for technical 
exchanges, market information and prices, advocacy for policy reforms, product and service 
promotion, and other necessary issues for their sector. RPA wanted these associations to 
be "vehicles" for change that, with time, could widely disseminate technical assistance, 
services, and share lessons learned in business. To this endeavor, RPA concentrated its 
efforts in developing UNIPAA, APEL, and UCPR. 

Total Membership in RPA Client Associations 

1 

UNIPAA (Industry 12 

Umbrella) 

APEL (Dairy 23 
Promotion) 

108 : 
UCPR (Poultry) 

Number of Members 
I 

A. UNIPAA 

In 1999, Land O'Lakes recognized and acted upon USAlD Bucharest's keen interest in 
establishing a means to combat the legislative and regulatory vestiges from the old 
communist system as applied to the agriculture sector, as well as the bureaucracy, the 
contradictory and frequently changing legislation, and the judicial interference from post- 
1989 power groups which has only complicated the situation. Under the aegis of RPA, 
Land O'Lakes organized most of the major agricultural associations in Romania into 
Romania's first private, inter-professional agricultural alliance called UNIPAA. RPA 
successfully provided this coalition organizational development assistance and facilitation of 
activities, and RPA encouraged the association to perform critical tasks related to 
maintaining its sustainability. The rapport that UNIPAA has established with key ministries, 
the World Bank, and the European Union, the successful lobbying that eliminated the 2-4% 
pension fund tax for agriculture, and other success stones did not happen overnight. 
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1. The Poiana Brasov Movement (1999) 

In late March 1999, RPA organized an historic round table meeting in Poiana Brasov 
(central Romania) to identify common issues and problems between Romania's 
professional trade associations (with association presidents and leaders of the dairy, 
poultry, and feed sectors present). In April 1999, Land O'Lakes organized a follow-up 
meeting of the three presidents of the associations mentioned above to improve upon a 
draft document created in Poiana Brasov and prepare for an official document to be 
presented to the Minister of Agriculture. 

RPA, with the assistance of Tom Slater, President of the State Public Policy Group, 
organized a roundtable of associations from the agriculture and food sectors during 
December 2-4, 1999. It marked the first time leaders of the various professional agricultural 
associations in Romania had assembled together to begin discussions on how to influence 
Romanian agricultural and food policies at the national level. 

The professional agricultural associations represented at the meeting were: . The Romanian Union of Chicken Breeders . The National Association of Milk Processors . The NUTRICOMB association of Animal Feed Producers . The Patronat of Romanian Pig Breeders . The Union of Producers from Agriculture and Livestock- UNIPAZ . The Foundation for Rural Associations 

The Romanian Meat Association 

The Union of Horticulture Marketing Associations . The Association of the Romanian Cattle Breeders 

This same group reconvened less than one week later at a poultry plant in Crevedia (40 km 
from Bucharest) to build w o n  what had been established only a few days earlier. A 
summary of irom Poiana Brasov was distributed-and accepted as ground rules 
and base agreements for the future. The group accomplished the following actions: . Associating into a new union/association called "UNIPAA" (The National 

lnterprofessional Union of Agriculture and Food Processing Industries) 

Five committees were formed, as were draft work plans; . January 2000 media events were planned; 

An interim Executive Director was hired; . Membership criteria and categories of members were discussed; 

A deadline of January 20,2000 was set to draft a budget. 
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On December 20, 1999, a press conference was held to announce the formation of 
UNIPAA. A letter was then delivered to the Government of Romania (GOR) to officially 
inform all relevant ministries about the creation of UNIPAA and expressing its desire to be 
considered as a partner in discussing government policy on agriculture and food sectors. 

Three days later UNIPAA was invited to attend a Ministry of Food and Agriculture (MFA) 
meeting to discuss tax exemptions for importing agricultural and food products in 2000. 

2. Jan -June 2000: An Auspicious Start 

In early 2000, both the MFA and the Ministry of Industry and Trade formally recognized 
UNIPAA. Shortly thereafter, UNIPAA formally requested to become an active participant in 
Romania's ascension negotiations for EU membership via the MFA's Council and the 
Central Commission for Validation of SAPARD projects. UNIPAA and RPA continued to 
promote the new association's ambitious program to diverse audiences with common 
interests. 

a. One such presentation was a luncheon sponsored by RPA in early January 2000 to 
introduce UNIPAA representatives to potential members of the association and 
international implementers. Attendees included representatives of USAID, contractors, 
the German and Dutch Embassies, World Bank, as well as the: . Sugar Patronat . Beer Producers Association . Wine Producers Association . Romanian Farmers Association . Confectionery Producers Association . Canned Goods Producers Association . Mineral Water Producers Association 

Each implementor publicly confirmed its support for UNIPAA and the need to not let 
Romanian agriculture die (as it represents 30-40% of GDP). Even those associations 
who were initially skeptical of UNIPAA for political or other reasons recognized the need 
for a coordinated, unified effort to positively influence agricultural policy in Romania to 
benefit producers, processors, and consumers of agricultural products. 

b. Though UNIPAA had already been registering impacts for one month, a General 
Assembly was convened on January 28,2000, to formally register UNIPAA as a legal 
Romanian entity and Romania's first-ever agribusiness "association of associations." 
Over 50 organizations, associations, companies, and governmental agencies attended 
the assembly including representatives of PHARE, MFA, various investment funds, 
Romanian and international banks, Romanian television and other mass media outlets, 
as well as private companies interested in joining UNIPAA as members. At the General 
Assembly, the following member associations formally founded UNIPAA: 

The Union of Romanian Poultry Breeders (UCPR) 

The Foundation for Rural Associations 
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The Romanian Animal Feed Association (NUTRICOMB) 

The Romanian Pig Breeders Patronat 

The National Association of Milk Processors (pending Board ratification) 

The Romanian Meat Association (ARC) 

The Horticultural Marketing Association Union (Pending legal Union registration) 

The Romanian Association of Potatoes Farmers 

A sample of initial formal decisions agreed to at the General Assembly were: 

The primary objective of UNIPAA will be to influence policies that benefit 
members and to become the leading agri-policy organization in the country. 

Members of UNIPAA will be associations and companies in the agri-production 
and agri-processing sectors; companies will be accepted as members if there is 
no association representing them in UNIPAA. UNIPAA will accept as honorary 
members any organization, individual or company with no direct activity in 
agriculture, willing and able to support the organization. 

All member associations will donate their association's databases to UNIPAA. 

All member associations will pay a monthly membership fee of 2,000,000 ROL. 

c. In the first half of 2000, UNIPAA was busy setting an agenda for itself. Specific events 
were: 

1) UNIPAA approached the Ministries of Agriculture, Finance, Commerce & Industry 
with proposals regarding value-added tax (VAT), profit tax, import & fiscal policies. 
UNIPAA proposed a reduction of VAT for basic food products (e.9.. milk 8 bread) to 
5% (from 19%), as well as a differentiated quota for profit tax that will hover around 
10% and be adjusted seasonally (according to traditional production cycles). 

2) UNIPAA requested that the National Bank of Romania become a neutral fiscal agent 
to promote neutral monetary policies which will ensure reduced interest rates for 
credits, re-investment of profits, stimulation of banks to grant agricultural credits. 

3) UNIPAA noted that trade policies and relations with CEFTA and the EU must be 
modified to ensure a level playing field for Romanian agri-based companies. If the 
GOR cannot ensure this, it must protect the Romanian agricultural sector against 
external competition from countries with unfair trade practices in order to allow 
Romanian companies to develop, become competitive, and eventually prepare for 
the cancellation of custom taxes with CEFTA or EU members. 

4) UNIPAA sent an official letter to the Prime Minister of Romania. Mugur Isarescu, and 
to the Minister of Food & Agriculture, loan Muresan, to relay and outline the 
disastrous situation livestock producers are facing as domestic supplies for fodder 
grain do not meet demand. As a temporary solution to this crisis, UNIPAA 
requested immediate approval for importing 800,000 tons of fodder grain exempt 
from custom taxes and import licenses granted directly to the animal breeders. 

5) UNIPAA laid the groundwork for an all out anti agri-corruption war called "COP", the 
Romanian acronym for "Accurate, Honest, and Professional." At the core of COP is 
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a fund that disperses cash awards to custom officials, sanitary-veterinary inspectors, 
financial inspectors, civil servants in the MFA, and journalists who disclose 
infractions and other cases of fraud in the agri-industrial sector. The theory behind it 
was that an aggressive, anti-corruption campaign against domestic production of 
counterfeit products, illegal imports, and imports of products lacking Romanian 
phytosanitary requirements will benefit not only the members of UNIPAA, but 
Romanian consumers who will have renewed confidence in the food they consume 
and, ideally, better quality and reasonably priced products. 

UNIPAA publicly disputed the GOR's Medium-Term Economic Development 
Strategy presented to the EU Commission in Brussels as a non-realistic strategy 

UNIPAA successfully lobbied for and achieved one of its main objectives: the 
removal of the 2-4% mandatory tax paid throughout the agricultural chain, from 
planting to packaging, which previously benefited the retired farmers' [of former 
collective farms] pension fund. The tax became null and void effective July 1, 2000. 

RPA worked with UNIPAA to create a newsletter to be distributed to members and 
the Romanian mass media once a month that includes information about recent 
UNIPAA activities, up-to-the-minute market information, as well as local agriculture 
and food statistics, legislation, press reviews. 

UNIPAA met to discuss extending Government Decision (GD) #479 from June 1999 
for an additional year. This "decision" invoked a WTO safeguard for domestic 
livestock producers by setting customs taxes for meat and meat products imported 
from Hungary at 45% (as opposed to the "maximum" 25% agreed to in the CEFTA 
agreement). The initial resolution, successfully implemented by the lobbying efforts 
of UCPR one-year earlier, expired at the end of Q2 2000. Members agreed that 
regardless of the actual specifics of the safeguards, future tariffs must be 
harmonized with CETFA rates in the medium to long terms, but that temporary (one 
to two years) protection is still needed for the short-term. As a result, members ' 
voted to invite representatives from the Ministries of Industry & Trade, Finance, and 
Agriculture to meet in the first week of June for discussions on the subject. 

a) This issue sharply divided the meat producer and meat processor members of 
UNIPAA and the debate became very heated, often bitter at times. and posed 
one of the greatest threats to UNIPAA's existence during the LOP. 

b) The primary antagonist in UNIPAA against an extension of GD #479 was the 
Romanian Meat Processors Association (ARC). As a sign of protest, ARC has 
temporarily withdrawn from UNIPAA and mounted a separate lobby to request a 
return to the initial 25% custom tax citing a drastic decline in the domestic pork 
market as culprit. ARC maintained that 45% customs taxes would lead meat 
processors to bankruptcy. Though UNIPAA ultimately won this debate and ARC 
eventually rejoined UNIPAA, the rift has never been fully bridged to this day. 

Between June 9-1 1, 2000, a historic meeting took place in Romania's Black Sea 
resort town of Mamaia between UNIPAA and the Ministry of Industry and Trade's 
Commercial Department and the Ministry of Finance's Budgetary Planning 
Department. ~i ;e MFA was invited to attend, but elected not to come (no- 
explanation was given). This meeting was so important that even ARC felt it 
necessary to attend although their membership was still temporarily suspended. 

a) What made this gathering unique was that it was a first-of-its-kind meeting 
amona members of the food industrv, oraanized in an inter-professional union 
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applying provisions as stated in Government Decision no.5512000 regarding 
inter-professional organizations and officials from government ministries. 

b) For each link of the product chain, UNIPAA presented proposed solutions to 
overcome existing and future challenges in various agriculture sectors. UNIPAA 
presented the Ministries with a list of the main threats to the Romanian 
agriculture sector which included, in order: 

the removal of meat safeguards, 
tax/customs evasion by meatlmeat product importers, and 
VAT for food products. 

Representatives of the ministries were genuinely open to cooperate with UNIPAA on 
rebuilding the Romanian agriculture sector. All agreed that this type of forum is 
necessary, if for nothing else than to exchange information, views, and solutions. 

3. July - December 2000: Streamlining UNIPAA 

By mid 2000, UNIPAA was coming into its own. Though there were still issues to be worked 
out between some individual members, most adhered to UNIPAA mission and goals and 
several government ministries and institutions clearly preferred to discuss issues with an 
umbrella association that represented the interests of several agri-associations. Highlights 
of UNIPAA activities were the following: 

Developing the COP (Correct, Honest, Professional) fund 

UNIPAA organized a round table meeting in July 2000 between companies directly 
involved in the milkheat production and processing industries and representatives from 
the Romanian Fiscal Guard, Romanian Customs, the National Sanitary-Veterinary 
Agency, Agency for Consumer Protection, and other national sanitary inspection 
departments. This first of its kind meeting in Romania was called to highlight ways to 
reduce fiscal evasion reduction and increase consumer protection. 

Continued Success in Lobbying 

UNIPAA organized a press conference in early September 2000 to celebrate the GOR's 
decision to extend the WTO safeguard clauses for pork and poultry imports from 
Hungary for an indefinite period of time and place an import tax exemption for 500,000 
1-day-old chickens (for reproduction) as a result of its (and UCPR's) lobbying efforts. 

UNIPAA Receives Assistance from British Volunteer Service Organization (VSO) 

UNIPAA received a VSO volunteer to work with UNIPAA and train members in EU 
agricultural lobbying and association development for 6 months. 

UNIPAA Worked with the MFA 

In light of the drought of the summer of 2000 (see section 1II.E) and fear of a corn 
shortage in Romania, UNIPAA presented the GOR with a series of succinct, well 
thought out arguments on behalf of most of its members who use corn as the main feed 
ingredient for livestock. UNIPAA began working directly with the MFA on acceptable 
customs tariffs for agricultural products and inputs for 2001. 

1) In light of UNIPAA's lobbying efforts, the GOR approved 500,000 MTs of duty free 
corn for fodder imports into Romania. 
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e. UNIPAA and the EU 

UNIPAA worked with a PHARE project dealing with adhesion to the EU, agricultural 
policy reform, and how the EU's Common Agricultural Plan will impact Romania. 

f. Germany, UNIPAA, and Strengthening Professional Romanian Associations 

In November 2000, the German Foundation for International Development and the 
German Center for Food and Agriculture invited UNIPAA to participate in Romania's 
delegation for a seminar in Germany titled "Supporting Organizations and Associations 
for Better Representing Agricultural Interests and Develop Commercial Relationships." 

4. July - December 2001: UNIPAA After One Year--Stronger Than Ever 

a. The White Paper on VAT 
UNIPAA authored a white paper on decreasing VAT for food staples (milk, dairy, meat, 
and bread). Unfortunately, before it was formally submitted to the GOR, Prime Minister 
Adrian Nastase announced that the GOR would not be making any changes to VAT 
legislation in 2001. 

b. Proposal on Tax Free Cereal Imports Meets with Success 

In light of the drought of 2000 and the poor state of feed in Romania, UNIPAA drafted a 
proposal to the MFA requesting temporary, tax-free cereal imports between January 1- 
July 31,2001. As a result of UNIPAA's aggressive lobbying efforts (and those of UCPR) 
at the end of 2000 and the beginning of 2001, the GOR approved UNIPAA's request for 
duty-free imports (not to exceed 400,000 MT) for animal feed until July 31, 2001. 

c. Exposing the "Defavorized Zones" 

In an attempt to reduce increased duty-free pork imports into Romania via the GOR's 
"defavorized zones," UNIPAA presented a study to the MFA, the Romanian Competition 
Council, and the Ministry of Development documenting the negative impact i t  was 
having on Romanian business. According to Government Decision 2411998, pork meat 
imported into these "zones" is duty free and it circumvents the 45% tariff required for 
meat imports. 

d. Working to  Redevelop Romania's Livestock Industry 

UNIPAA led a meeting via the Alliance for Romanian Economic Development (an NGO 
of which UNIPAA is member) with a MFA Secretary of State. Some UNIPAA proposals 
for the livestock sector are expected to be studied in detail by the MFA. In particular: 

1) cataloging and preparing closed or bankrupt pig farms for sale by companies 
activate in the sector, and without debts to the state budget. 

2) Importing $150 million worth of live animals and genetic material from the US via a 
GSM loan (backed by a GOR sovereign guarantee). 

3) Canceling safeguards for pork imports from Hungary, but maintaining them for 
poultry. 

4) Granting poultry producers an export bonus beginning in 2002. 

5) Stimulating cattle breeding by granting breeding bonuses. 
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In a related issue, UNIPAA will be collaborating with the Ministry of Foreign Affairs to 
review custom tariffs and work out a timetable to establish lower taxes for raw materials 
versus those for final products and possibly seasonal custom taxes for certain items. 

e. Another Lobbying Success 

As a result of UNIPAA's (and UCPR's) lobbying efforts, a compromise on the safeguard 
measures for meat imports from Hungary was worked out: pork safeguard tariffs were 
eliminated, but poultry tariffs remained. Custom taxes for pork from Hungary were 
returned to the CEEFTA limit of 25% (down from the 45% applied since 1999). 

f. Another study 

UNIPAA conducted a comparison study on agricultural, commercial and fiscal policies 
applied in Romania and Hungary. The study was submitted to the Romanian Ministries 
of Agriculture, Finance, and Trade & Commerce to assist them in evaluating future 
commercial policies related to trade relations with Hungary. 

5. July-December 2001: UNIPAA On Its Own and "Graduated" 

a. UNIPAA organized meetings with representatives of the Romanian Ministries of 
Agriculture and External Affairs to lobby for a continuation of safeguards for local 
producers to compete against lower cost poultry and pork imports from Hungary. 

b. UNIPAA was a featured guest at a seminar organized by the Ministries of Food and 
Agriculture of Romania and Spain. UNIPAA led debates on current issues regarding 
agricultural policies on Romania's integration into EU structures. 

c. UNIPAA's executive director worked with Agricultural Attaches and Economic 
Counselors from all the CEFTA countries (Bulgaria, Czech Republic, Hungary, Slovakia 
and Poland) to compile and analyze information on the agricultural, commercial and 
financial policies of these countries individually, and compared to Romania. The final 
report was presented to UNIPAA members and to the Romanian Ministries of 
Agriculture and Finance. 

d. UNIPAA collaborated with Romanian Customs and the Ministries of Finance and 
Development & Forecast to evaluate the impact of pork and poultry imports. 

e. UNIPAA addressed a letter to the Ministry of European Integration on behalf of its 
members requesting change in some of the conditions for various economic entities to 
become eligible for receiving SAPARD funds. 

f. UNIPAA leadership was invited by the Deutsche Foundation for International 
Development to participate in their two-week seminar in Germany on "Agricultural 
association support for better representing the farmers and developing commercial 
relations." Participation in this seminar was very important for UNIPAA as it would 
potentially open new EU doors for the organization, and provide a deeper analysis of 
UNIPAA to help identify its strengths and weaknesses, and also identify measures to be 
taken for improving the activity based on the factors that are influencing it. 

g. Following the lobbying UNIPAA has conducted for the elimination of fiscal evasion via 
the "defavorized zones," the Romanian Parliament issued a Government Decision 
a~olvina modifications to the initial law aimed at em~lovment and imported raw 
r&eriak. A joint decision by the Ministries of Food k d  Agriculture, ~ inance and 
Development regarding unfair competition in these areas is expected in early 2002. 
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B. APEL and Dairy Promotion 

1. APPL-ANPL-APRIL Background 

The RPA project inherited a relationship with the Private Dairy Processors- Association 
(APPL) from an earlier Land O'Lakes project in Romania. RPA attempted to work with 
and foster association development and sustainability initiatives with APPL, which 
renamed itself ANPL (National Association of Dairy Processors) in early j999, for the 
first half-year of the project, but to little avail. 

Mid-way through 1999, political infighting within ANPL had become commonplace 
among the board members, with each putting personal issues ahead of the dairy 
industry. Complicating matters was a desire by the President of ANPL to sideline these 
issues and concentrate on unifying his association with a smaller, rival dairy association, 
the Patronat of Dairy Processors. 

In the meantime, these two organizations which, combined, represented approximately 
10% of all Romanian milk processing at the time, continued to ignore common problems 
faced by all in the dairy sector - including poor quality milk, low quantities of milk, 
decreasing consumption, declining market share compared to juices and sodas, rising 
imports, and a high value added tax on dairy products, 

As a result of these issues, and with the blessing of the RPA project's USAlD CTO, RPA 
suspended formal relations and curtailed its collaboration with ANPL until the 
association reorganized its board, goals, and means of doing business. 

ANPL was eventually able to unify with the Patronat, but the new entity, known as 
APRIL, was never able to get off the ground and represent the dairy industry. Today, it 
exists as an association in name only. 

2. Planting the Seeds 

On December 10, 1999, RPA organized an unprecedented meeting in Bucharest with all 
the maior olavers in the Romanian dairv industw that brouaht toaether ~ e o ~ l e  from , . ,  - - 
processing, packaging, equipment, ing;edient manufacturing, and the NGO sectors. 
Tom Slater, from the State Public Policy Group facilitated the meeting. The goal of this 
roundtable has  to address the needs o i  the industry by organizing a i k  mobiizing an 
educational campaign for the dairy industry as a means to increase consumption of 
pasteurized milk and dairy products in Romania. 

Land O'Lakes enlisted the assistance of a local advertising company to develop a visual 
concept and slogan to complement these themes. Applications to join this dairy initiative 
were signed by 48 companies (30 of whom were able to brave the weather and a 
national railway strike to attend the meeting). 

The common need for milk promotion was identified, and a working group was 
established to develop an action plan to promote milk consumption for the financial 
benefit of the dairy industry and the health of the Romanian population. Two co- 
presidents were nominated to head this working group: one representing a local 
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Romanian company and one representing a multinational packaging company. A 
meeting was scheduled for late January 2000 to finalize ideas and strategies. 

3. APEL Is Born 

RPA organized a meeting on January 21,2000 for the working group born from 
December's roundtable to create a national milk promotion campaign. This ten-person 
working group, representing dairy producers, processors, and packaging companies, 
was empowered by the December 1999 group (over 30 different Romanian SMEs) to 
organize a legal framework, marketing campaign, and budget for 2000. At this first 
meeting of the group, the following decisions were proposed and voted on: 

a. The name of the new organization to carry out this campaign will be "APEL" 
(Alliance for Promoting Milk Education). 

b. APEL will legally come into being on February 18, 2000 when a General Assembly 
will be organized and a Notary Public will notarize the statutes. 

c. APEL's initial membership fee will be 10m ROL (-$540 USD at the time), plus 
quarterly fees of 10m ROL. 

d. RPA will match each contribution to APEL dollar for dollar in year one (up to a 
maximum of $30,000). 

e. RPA will "hand off' the SIMPOLACT name and event to APEL. 
f. APEL's main objective in 2000-2001 will be to increase the consumption of 

processed milk in Romania. 
g. Members of APEL will benefit from free market information, advertising, and the right 

to use APEL's trademark on their packaged dairy products. 

In February 2000, RPA hosted two additional meetings of the working group (on 
February 4 and February 16) and worked closely with the working group's ten members 
to hammer out goals, baselines, gather input from companies in, or related to, the 
sector, and select an advertising company to promote APEL. In particular: 

a. Benchmarks were established to monitor the results of the 2000 campaign. 
b. Organizational statutes for the upcoming General Assembly were drafted and a 

board of directors was nominated. 
c. A total of 124 companies related to the Romanian dairy sector were contacted for 

comments and suggestions on APEL's proposed statutes. 
d. Five Romanian advertising companies made presentations on strategies, budgets. 

and their visions for APEL in 2000. The working group selected "IN Advertising" as 
the official advertising agency for APEL in 2000. Among other things, "IN" was 
selected based on its overall presentation and its proposals contained therein which 
touched upon the goals, desires, and realities of APEL and its members in 2000, 
namely: 

1) Overall objective: 
o to educate Romanians on the importance of fluid milk and dairy consumption 
o to increase the percentage of Romanian milk processed in dairy plants 

(pasteurized milk) from 17-19% to 30-35% by the end of the year. 
2) Ambitious target population: 

o urban Romania (children, teenagers, adults, senior citizens from all income 
groups and diverse educational backgrounds) 
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3) Conservative budget 
o $85,300-90.000 USD (for year one of the campaign) 

4) Diverse channels of communication: 
o Conventional advertising: TV, radio, newspapers, billboards 
o Unconventional: product samplings/testing, educational programs in schools. 

milk "caravans," official "milk day" in various clubs, etc. 
5) The APEL campaign officially "launched" on April 12, 2000 in the rotunda of the 

Romanian Parliament building. 

4. APEL: An Auspicious Start 

On March 22, 2000 APEL organized a press conference in Romania's National Institute 
of Health in which the APEL campaign was publicly displayed for the first time. This 
small event acted as a warm up session for the official APEL campaign, which was 
officially launched on April 12, 2000, in a huge celebration in the Parliament of Romania. 
The kick-off took place under the stewardship of APEL, after a press conference, which 
gathered nearly 100% of Romania's domestic and foreign media. 

Representatives of the APEL Board of Directors made brief presentations on behalf of 
the campaign and its goals, and participated in a question-and-answer session with both 
the Romanian mass media and the public. Several well-known personalities who could 
not attend the event offered their support via video, including American Ambassador to 
Romania James Rosapepe, Romania's Minister of Foreign Affairs, Petre Roman. tennis 
great Hie Nastase, as well as two well-known local actors. 

In all, over 250 people attended the event, comprising a diverse group of Romanian and 
foreign personalities, business people, sports figures, and representatives of local 
government who all raised a glass of milk and toasted for the campaign. 

The first wave of the APEL outdoor media campaign commenced in Romania's ten 
largest cities with billboards depicting a family of four drinking milk above the APEL 
slogan: "Milk ... Health above everything else". 

APEL teamed up with Fox Kids Romania, a children's television station, and Nestle 
Romania, one of the top three food and beverage companies in the world, to begin a 
joint educational program in schools to promote children's health. 

RPA supported APEL with educational & nutritional dairy information as benefits for 
alliance members. The alliance also edited a newsletter that was sent to 200 
potential APEL member companies. A brochure was developed for release titled 
The Benefits of Milk Consumotion in Combatinq Osteo~orosis. 

Mkco.ro, a Romanian-American joint venture in the IT sector (financed in part by the 
Romanian American Enterprise Fund) donated resources to develop an Internet 
homepage and space on their server for an APEL web page. The page can be 
found at http://www.usbiz.ro/apell 

SIMPOLACT 2000 went off without a hitch (see "Simpolact" section) 

APEL, with RPA support conducted a Consumer Preference Study for milk and dairy 
products. The main objective of the study was to provide insights on Romanians' 
usage habits, attitudes and preferences toward milk and dairy products. A 
comparison between the 1999 and 2000 data was made to reveal any changes that 
might have occurred in consumers' habits. The study was distributed free of charge 
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to the paying members of APEL, and a summary of the study was prepared for sale 
to other companies interested in purchasing the data. 

5. APEL Sets the Public Relations Standard for Agribusiness Associations in 2001 

a. APEL started off 2001 by organizing a press conference for the media to formally 
present the results of the APEL dairy consumer preference study. Over 30 
representatives from newspapers, radio, and television attended the press 
conference. 

b. in CAPITAL, Romania's most widely read business weekly; an in-kind three-week 
series was published on milk and dairy products in collaboration with APEL. The 
three primary themes of the series were facts, figures, and consumer preference 
data on yogurt, cheese, and other fresh dairy products (e.g., buttermilk and kefir). In 
return for APEL's contribution of data and material collection, the alliance received 
free promotional space in the newspapers to promote the brands of its members. 

c. From May to June, APEL flyers, bags, and posters were distributed to consumers in 
16 outdoor markets, all the major supermarket chains, hospitals, and at the TlBCO 
National Trade Show for Consumer Goods. 

d. APEL entered into a partnership agreement with House of Guides magazine, an 
industry specific monthly dealing with a different theme for each issue. To coincide 
with SIMPOLACT 2001, the House of Guides issued a special edition on the cheese 
market containing information on the dairy processing industry, dairy distributors, 
and other companies with activities related to APEL and it's members (equipment, 
packaging, ingredients, etc.). APEL also benefited from 22 pages in-kind space for 
promotional ads and APEL member presentations. 

e. A leading Romanian daily, Evenimentul Zilei, collaborated with APEL to publish 
articles on the local dairy market with an emphasis on consumption, milk and dairy 
product quality, and the grave risks of consuming unprocessed dairy products. Later 
in the year, the newspaper also published four articles in collaboration with APEL on 
fluid milk, ice cream, fresh products, and "cascaval" hard yellow cheese. 

f. APEL continued its partnership with TOP GHlD ALIMENTAR, one of Romania's best 
known semi-annual catalogues for the food industry, offering information on 
production, processing, equipment, packages and ingredient suppliers. In TOP 
W s  Summer 2001 catalogue, two full color pages were donated to APEL (one 
for a general APEL presentation and one for SIMPOLACT 2001). 

g. MEDIAFAX, one of the largest Romanian news providers, began including Simpolact 
2001 update and information in their e-daily news brochure on agribusiness. 

h. APEL formally signed a one-year partnership agreement with PRAlS Corporate 
Communications after issuing an open tender to companies interested in handling 
public relations and promoti& for t'he APEL campaign. PRAIS, the official PR a& 
of companies such as Kraft Romania, Danone, and other large multinational 
companies in Romania, was interested in not just doing PR work for APEL, but to 
become a fully integrated member of APEL. As such, the financial details of all work 
done on behalf of APEL were "at cost" only. PRAlS also coordinated all media and 
promotion activities at Simpolact 2001. 

APEL and PRAlS began developing a public relations campaign, to coincide with 
Simpolact 2001, that was aimed at changing the average Romanian's attitude and 
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behavior toward dairy product consumption via an informational and educational 
campaign. Implementation is taking place nationally through the end of 2004. 

6. SIMPOLACT 2001 

APEL coordinated and sponsored SIMPOLACT 2001 (October 5-7), effectively 
graduating the event and the association from traditional development funding. As in 
past Simpolacts, the event took place in Poiana Brasov. Land O'Lakes provided limited 
organizational support, but all of the financial support came from APEL members, The 
Royal Embassy of the Netherlands, and ten companies active in the dairy sector. 

Over 250 people representing 120 companies active in the dairy processing, distribution, 
packaging, equipment, and ingredients industries attended Sirnpolact. Many of these 
representatives were from foreign counties, including Austria, Bulgaria, France, 
Germany, Greece, Hungary, Italy, Moldova, the Netherlands, and Spain. Also in 
attendance were representatives of regional banks, Embassies, Investment Funds, the 
Ministries of Agriculture and Finance, and the Romanian press. 

a. At the Simpolact 2001 Symposium: discussions focused on the APEL campaign and 
strategy, the new APEL-PRAIS partnership, introduction of educational programs in 
schools, agribusiness financing, quality control and the regulatory environment, 
product distribution, logistics, and new legislative initiatives on agricultural policy. 

b. On the exhibition side, approximately 36 companies displayed foods, equipment, 
packaging andlor ingredients across -200rnZ of floor space. A dairy contest also 
took place and this included nearly 30 different categories of dairy products. ranging 
from fresh dairy products to cheese. 

c. Simpolact 2001 earned APEL a $4,000 profit, all of which will be reinvested in the 
nationwide campaign. 

d. APEL formally signed up its first non-Romania-based member, "Doehler, the well 
known German ingredients supplier. It also signed up as a new local member, 
"Calita" (Romania's Information Center for Agriculture), which is a joint venture 
between the EU, the Ministry of Agriculture, and Newsys S.A. 

e. Other top items to note from Simpolact 2001 were: 
1) Doehler signed a one-year supply contract with Freisland (Nutricia) for 

ingredients and flavors to be used in flavored milk and fruit yogurt. 
2) Henkel Ecolab, the Austrian supplier for industrial detergents renewed one-year 

contracts with the seven dairy plants spread out among Freisland (three plants), 
Parametru (Brenac; three plants) and Prolabac (one plant) for the year 2002. 

3) Linco Food & Drinks (a Romanian dairy processor) signed an open supply 
contract for labels and packaging for Linco's fresh mozzarella with "Sintomat," an 
ethnic Hungarian manufacturer of packaging products from central Romania. 

4) Ecolean Balkans Ltd., a Bulgarian packaging manufacturer, attended Simpolact 
for the first time and departed with contracts to supply Freisland with one-liter 
and half-liter fluid milk packages. The company also began a feasibility study to 
open an office in Romania. 

5) The Dutch Royal Embassy in Romania, via its agriculture program, agreed to 
sponsor part of APEL's 2002 campaign for educational programs up to $80.000. 

6) World Bank, via its Project in Support of Agriculture, agreed to grant APEL a 
portion of its $100,000 USD set aside for educational initiatives in 2002. 

7) Delgado Group, a Spanish distribution company, attended Simpolact for the first 
time and opened negotiations with Parametru and Freisland regarding exclusive 
distribution rights to several of their products within the EU 
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C. Union of Chicken Breeders (UCPR) 

When RPA began its collaboration with UCPR in early 1999, the poultry industry was 
suffocating under the pressure of foreign imports and administrative disillusionment. After 
less than a year UCPR had developed into one of the strongest and most respected 
professional agribusiness associations in Romania. The events that helped UCPR turn the 
tide were: 

Romanian feed mills vertically integrated into the poultry sector. This allowed for non- 
traditional poultry companies to make up for the difference in UCPR membership of 
traditional poultry companies that went out of business during this time. Part of this 
synergy is reflected in Nutricomb Feed Association's president sitting on the editorial 
board of Avicultorul, UCPR's quarterly newsmagazine. 
UCPR was the lead architect in Romania's domestic support structure for customs 
duties applied to poultry products that took effect in June 1999. 
The very close collaboration existing between UCPR and UNIPAA. A leading member 
of UCPR continues to be president of UNIPAA. 

1. RPA - UCPR Collaboration: Year One 

RPA began its collaboration with UCPR by coordinating poultry sector information that 
was desperately needed and, at that time, unavailable in Romania. Through our 
combined efforts we acquired the data and statistics on the poultry sector such as: 

total poultry bird inventory for Q1 1999 
statistical data for all poultry categories (chickens, turkeys, eggs, etc.) 
Q1 1999 prices for chickens and eggs 
Poultry deliveries per day 
Consumer market for poultry meat 
Poultry and egg stocks for Q1 1999 
Price evolutions for poultry and eggs: 1996-1999. 
Environmental market analysis for the feed and poultry sectors: 1996-1999 
Consumer preference for poultry products 

a) The data revealed that the state of the Romanian poultry sector was worse off than 
anyone imagined, and was in serious danger of imploding. With the data RPA and 
UCPR packaged and released a series of "Alert" reports, bulletins, and press 
releases on the subjects and figures uncovered. It also enabled UCPR to lobby the 
Ministries of Agriculture and Finance to enact some form of safeguard measures to 
support the domestic livestock sector that was indeed on its last leg. 

b) UCPR (and RPA) successfully recorded its first major impact with "Government 
Decision #479 of June 1999." This "decision" invoked a one-year WTO safeguard 
for domestic livestock producers by setting customs taxes for meat and meat 
products imported from Hungary at 45% (vs the "maximum" 25% contained in the 
CEFTA agreement). Though UCPR argued that future tariffs must be harmonized 
with CETFA, and eventually EU rates in the medium to long term, but that temporary 
(one to three years) protection is needed for the survival of the industry. 

c) RPA sponsored an international symposium with UCPR called "New Technologies in 
World Poultry" in November 1999. A high ranking official from the Hungarian 
Ministry of Agriculture was present to discuss the implications of the above 
mentioned decision, as were over 150 participants representing 52 multinational and 
Romanian companies working directly or indirectly with the Romanian poultry sector. 
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The two-day event, held in conjunction with the lndagra Trade Show, also had some 
impressive, quantifiable impacts: 

Genetics supplied by "Avicola 
Tartasesti" and "Avicola Bucuresti" 

Equipment suppliers: 
"Big Dutchman" 

"Azoma Arad" 

"Bioelectronoc" 

Five poultry farms purchased $1,250 USD worth of 
genetic material from these two Avocolas 

0 Water, feed, & ventilation systems for six farms 
(owned by Avicolas Alba, Alexandria and 
Bacau) valued at $1,486,000 USD 

Watering & feeding system, two micro feeding 
plants valued at $100,000 USD 

Spare parts for equipment valued at $50,000 
Equipment for Avicola Alba values at ~100,000 

Five farms bought a total of 25.000 tons of 
additives valued at $389,000 USD 

Value of Year 2000 supplies purchased from 
symposium-made contracts: $5,000,000 USD 

The total value of the transactions which took place as a result of this two-day event was 
over $7,100,000 USD. 

2. RPA - UCPR Collaboration: Year Two 

In 2000, RPA continued its collaboration with UCPR. Nearly all work on behalf of UCPR 
was in the form of market research support, direct firm level assistance for UCPR 
members, and, in particular, through UNIPAA. We also received some unexpected data 
resulting from the RPA-UCPR collaboration. UCPR was instrumental in working on 
behalf of its members to organize a coalition of poultry and feed companies to lobby the 
Government of Romania on poultry policy, and to promote the industry domestically: 
The after effects resulting from "Government Decision #479 of June 1999 went beyond 
everyone's expectations: . A 48% reduction in poultry imports: 23.4 thousand tons in 1999 vs. 48.62 

thousand tons in 1998. . A 49% increase in poultry production for URCB members: the first such increase 
since 1995 (from 70,000 tons in 1998 to 104,000 tons in 1999). . An 11% increase in live bird numbers in the private sector: 1.5% increase in 
overall number of live birds, of which the private sector controls 91%. . An increase in feed production was registered for the first time since 1989. 
Nearly 1.29 million tons of feed were mixed in Romania in 1999, a 24% increase 
over 1998 totals. 

One event unique to UCPR was the SlMPOAVl poultry symposium organized by RPA 
and UCPR that attracted over 200 participants from the USA, Canada, France, 
Germany, Hungary, Netherlands, and Moldova. 

Most attendees participated to learn the latest information and news about new trends in 
poultry nutrition, genetics, and equipment leasing. SlMPOAVl also played host to a 
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select trade show which benefited from participation by a number of renowned 
international nutrition, genetics, and equipment manufacturers including Hy-Line 

' 

International from Iowa (the leader in the layer breeding industry who has expanded the 
frontiers of genetics by producing the world's most superior poultry stock). 

The event received coverage in all the major Romanian dailies and on two prominent 
television network news programs. A highlight of Simpoavi's financial impacts were: 

BIOELECTRONIC SRL 
sold the following for a 
value of DM 333,600 

AGROTECH BUZAU 
sold the following for a 
value of DM 172,800: 

PETERSIME-AGROBEL 
N.V (BELGIUM) 

sold the following for a 
value of DM 900,000 

BIG DUTCHMAN 
sold the following for a 
value of DM 5,310,000 

Ventilation systems for AVlCOLA BUZAU and S.C.SATIR 
One full pre-mix line for AVICOLA BUZAU 
Spare parts for modernizing four incubators AVlCOLA 
CALARASI . Four units for modernizing feed operations to MIXALIM, 
AVICOLA BRASOV, AVICOLA BUFTEA, AVICOLA SUCEAVA 

Generators for air filtration system to AVICOLA SATIR. AVlCOLA 
CALARASI, AVlCOLA BUZAU, and AVlCOLA BRAILA 

Three hatching units to AVICOLA BRASOV and AVE IMPEX 
Incubators to AVICOLA TRANSAVIA, AVICOLA AGRISOL, and 
AVE IMPEX 

0 One heating exchange system to AGRISOL 

Breeding units for five companies: AVICOLA TRANSAVIA, 
AGRISOL PLOIESTI, AVICOLA BRASOV, AVE IMPEX, and 
AVICOLA CALARASI . Reproduction units for AVlCOLA TRANSAVIA, AGRISOL, 
AVICOLA BRASOV, AVE IMPEX, and AVICOLA CALARASI 

The total value of transactions was DM 6,716,400 (-$3,198,286 USD) 

3. RPA - UCPR Collaboration: Year Three 

UCPR continued to fully integrate itself within the UNIPAA structure, but began to 
reaffirm itself as a separate agribusiness association as well. Within the first three 
months of 2001, UCPR had to deal with a situation in which large quantities of poultry 
meat and eggs by were being imported illegally into Romania. In addition to the 
uncollected taxes on these products and undercutting Romanian produced products by 
going direct to market, UCPR studied and analyzed samples and found that many 
pathogenic embryos entered the country and contaminated local poultry farms. Other 
association specific items included: 

a. An improvement in dues collection over the LOP of RPA: 

1999 - 30.0% of the total annual fee was collected 
2000 - 48.8% of the total annual fee was collected 
2001 - 80.0% of the total annual fee was collected (the first quarter) 

b. UCPR supported the creation of ARCSEN, the Romanian Association of Ostrich, - 
Emu and Nandu Breeders. Over 300 breeders registered to form this association 
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which became a legal entity in late 2001. In support of this new association, UCPR 
published a technological guide to ostrich breeding for all new members. 

c. RPA and UCPR worked to create the third installment of the Poultry Consumer 
Preference Study. Results were distributed to all UCPR members and a press 
conference was organized to disseminate the results of the study concerning 
Romanian attitudes toward poultry products. 

d. UCPR continued to publish its monthly "Information Bulletin" for the third 
consecutive year for its members (a copy is attached in Appendix C). 

e. The stature of UCPR continued to increase as its President, Dr. llie Van, was 
formally nominated to become a member of the Romanian College of the Ministry of 
Food and Agriculture. The nomination is an important step in furthering UCPR's 
unmatched lobbying capabilities. 

f. UCPR met with Prime Minister Adrian Nastase, representatives of the Ministry of 
Finance, the Competition Council, and the Ministry of Foreign Affairs to inform them 
of the fraudulent egg imports being conducted on a daily basis from Turkey and 
present solutions on how to rectify the matter. 

g. UCPR continued to work with the Ministry of Foreign Affairs and provide the Foreign 
Trade Department with Romanian poultry meat production figures, import statistics, 
and economic data from the field. UCPR used much of this data to lobby (in 
association with UNIPAA) for a continuation of the safeguard clauses for poultry 
imports from Hungary for a third year, which was ultimately approved. 

h. A meeting between Prime Minister Nastase, the Romanian media, and 
representatives of Romanian agribusiness was organized to discuss the problems 
confronting the Romanian food sector. The meeting was timely, as 2001 was 
looking like it would be a bounce-back year in terms of agriculture. One of the 
immediate results of the meeting was that UCPR's request for a stay of one-day-old 
chicken imports (to encourage the Romanian producers to develop their own 
market) was approved. Results of the above mentioned initiatives were seen almost 
immediately in a relaxation of farm gate poultry meat prices by 5-25%. Measures 
taken by the GOR were enough to encourage producers to increase the number of 
live chickens on poultry farms. 

i. "The Romanian Chicken Wins the Battle Against the Mad Cow" was the title of a 
UCPR article published on the 13% increase in poultry meat consumption in 2000. 

j. UCPR solidified its position as the premier professional agribusiness association in 
Romania by successfully lobbying for a reduction of custom taxes for the following: 

Exemptions from paying custom taxes for vitamin and other micro-components 
imports; 
Repeal of the 4% tax on income, destined to farmer pensions and social 
insurance; 
Exemptions for paying custom taxes on 500,000 one-day-old chickens for 
reproduction (economic advantage of about 7 billion lei = -$250.000 USD at 
passage) 

k. RPA facilitated a partnership between UCPR and the American Soybean 
Association (ASA) and attained financing for one year via the USAlDlRomania 
RASP Program. ASA, is one of the world's leading agribusiness associations and 
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the collective voice of over 28,500 American soybean producers. ASA saw an 
opportunity to partner with UCPR to mentor its members on how to develop efficient 
low-cost, high-quality feed formulations. On UCPR's part, association membersG 
(who represent 80% of Romania's poultry industry) had an opportunity to achieve 
production efficiencies, lower production costs, higher margins and profits. ASA 
provided training and feed formulation software (courtesy of the Brill corporation), 
and trained UCPR members on soybean meal as a base ingredient in domestic feed 
formulations. The desired end result for ASA members was that they would be able 
to send US exports of soybeans and/or soybean meal to Romania; the end result for 
UCPR members was to be an improvement in the quality of Romanian poultry meat, 
a more affordable product for Romanian consumers, and higher sales. The success 
of the ASA-UCPR partnership would benefit three distinct communities: ASA 
member farmers (28,500 members), UCPR's members (108 members, 6,000 
employees), and ordinary Romanian consumers (the approximately 12.3 million 
Romanians who purchase industrially processed poultry meat). Refer to Appendix F 
for more on this project. 
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V. DIRECT FIRM LEVEL ASSISTANCE 

S e c t o r  b r e a k d o w n  o f  t h e  p r i m a r y  S M E s  ( 3 4 )  
R e c e i v i n g  T A  d u r i n g  L O P  o f  R P A  

Dairy production 

. , 
Dairy p r o c e s s i n g  
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!\ Integrated F e e d  
& Poultry 
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A. Poultry and Feed Companies 

Backsround: 

The Romanian domestic poultry sector has seen difficult times over the past several 
years; much of the instability in the sector has been brought about by large quantities of 
imports from Hungary (-50% of internal consumption). The RPA project closely 
collaborated with three vertically integrated feedlpoultry companies. Two of these 
companies began as feed manufacturers and moved into poultry production to ensure a 
market for their product, and to add value. The other one first started as a poultry 
operation and fared better (from a profitability standpoint) than the others. 

Among the most important reasons for the low performances in the poultry-breeding 
firms are poor quality feed, and poor operations management. The software used for 
feed formulation is often old (or non-existent), and usually the companies supplying raw 
feed materials formulate their own, non-optimized recipes. In an attempt to combat - 
these trends among the three Land O'Lakes' core integrated clients, the project begun a 
formal collaboration with Brill Corporation (of Norcross, GA; and which is a subsidiary of 
Easy Systems, Welcome, MN), America's leader in feed formulation software and 
optimization programs. 

Land O'Lakes and Brill assisted intearated clients with TA in feed formulation via a 
complex software package, custom iesigned for each client, that reduced costs and 
made the production units run more efficiently. The Land O'Lakes clients that benefited 
from this project were: 
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Transavia (Jud. Alba) 

Nutricod Codlea (Jud. Brasov) . Nutrientul Palota (Jud. Bihor) 

The software developed by Brill Corporation for feed formulation takes into account, and 
optimizes, variables such as: 

-Total raw materials available for feed production; 
- Raw materials costs; 
- Bird age and feed necessities. 

With this information the Brill specialist was able to indicate the proper feed recipes to 
be formulated, and demonstrated exactly where the feed costs were coming from, the 
day's inventories, what raw materials and in what percentage they were to be used in 
order to optimize production. In addition to implementing the program and training the 
staff, the consultants also compared the data obtained in the feed operations with data 
in the field taken directly from the farms. This comparison was used for an overall view 
of how production and costs could be optimized. 

Each individual intervention with Land O'Lakesl Brill was followed by a series of 
recommendations for improving operational efficiency. As the life of the project was for 
only six months, consultants focused on activities that would demonstrate results over 
the short term. The program included working meetings with the management of the 
companies starting in March 2001: 

Transavia: -meetings with Mr. loan Popa, General Manager and Mr. Ovidiu Oprita, 
Technical Manager 

Nutricod: - meetings with Mr. Valeriu Maier, General Manager and Mrs. bloisica Pop. 
Production Manager 

Nutrientul: -meetings with Mr. losif Pazuric, General Manager, Mrs. Vailica Popa, 
Production Manager and Mrs. Mirela Nuta, Nutrition Manager 

TRANSAVIA S.A. (jud. Alba) 

Address: Alba lulia- Cluj Napoca road, Krn. 11, No. 31, Oiejdea, Alba County (located in 
the center of Romania, approximately 340 km from Bucharest). 

Transavia is an integrated company with 100% private ownership with the following production 
capacities: 

- two feed mill operations with a total capacity of 30-35 tons of feed per hour; 

- broiler farm operations with a total capacity of 1,000 tons liveweight meat; 
- parent stock operations 10 million hatching eggslyear; 
- hatchery operations 8 million day old chickenslyear; 

- layer farms with a total capacity of 10 million eggs; 
- slaughtering houses 12,0001 hour (two shiftstday). 
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Summarv: 

Though it is nowhere near the biggest player on the market, Transavia owns one of the most 
modern poultry operations in the country. In Q2 2001 a new feed mixing plant and silos were 
purchased by the company, and Brill has been contracted to modernize the operations with new 
equipment and Brill software. The investment is expected to lower feed production costs and 
the ex-works price for poultry meat. 

Transavia's problems, as identified by the Land O'LakeslBrill team, are related to specific feed 
recipe formulations including the choice of raw materials used (in particular the percentages of 
calcium, phosphorous, calcium carbonate). Also, the Land O'LakeslBrill team recommended to 
Transavia's management the use of higher quality soy bean meal (e.g., 48% protein), which in 
spite of the higher price is more economical and efficient and could substitute part of the protein 
sources currently used. This also opens up the possibility of Transavia purchasing US Hi-Pro 
Soybean meal. 

Land O'LakeslBrill continue to send out materials outlining the latest information in the feed 
market to the Transavia management team to keep them informed on the latest technology and 
help them better learn about the movements in the feed and poultry market. 

Strong points identified by consultant: 

- due to the fact that 100% of the company is privately owned, the decision process is very 
rapid and efficient; 

- the integrated production system allows the company to strictly control the whole production 
chain; 

- the company owns the latest generation of production equipment and technology, extremely 
important elements for obtaining good performance and technical results; 

- the formulation and counterbalancing of the feed recipes is being performed accurately, 
taking into consideration the necessities of the hybrids. 

Weak points identified by consultant: 
- raw materials used are not always of the proper quality, and this is certainly a bad influence 

on the technical results; 
- the company is confronted with nutritional problems, such as the appearance in chickens of 

symptoms that are indicating an unbalanced Calcium1 Potassium ratio; this problem is 
constantly having a negative impact on production performance; 

- the laboratory analyses for raw materials, and the constant updating of the database (new 
quality parameters and prices for raw materials) are not adequate because the company 
does not own an adequately equipped laboratory for analyses. On the other hand, in the 
whole area there is no private or state owned laboratory which can meet the requirements 
of chicken breeding. 

- the results obtained in one of their chicken-for-meat farms are constantly lower than those 
in the other farms of the company. 
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Solutions provided by the consultant and the impacts: 

consultant gave solutions for sources of quality raw materials: suppliers for 48% US soy 
meal, with high protein content, which despite the high price is economical and more 
efficient if it is substituted for some of the protein sources currently used by the company; 

the CalciumIPotassium (CaIP) ratio in the formulas used for chicken feed by Transavia. The 
consultant recommended lab analyses for raw materials of mineral origin (calcium 
carbonate and mono-calcic phosphate). After analyzing the results obtained the conclusion 
was that the bi-calcic phosphate and the calcium carbonate used in the recipes were the 
main cause for the nutritional problems identified. After following the consultant's 
recommendations for using the mono-calcic phosphate from another source, problems 
stopped appearing, as well as a reduction in chicken mortality and increases in weight 
gains. On the other hand, by substituting the bi-elcic phosphate with the mono-calcic one, 
the company realized a $5 US dollars saving per ton of feed produced. 

For the farm with poor results, the consultant recommended a water analysis. The results 
demonstrated that the low quality of the water being supplied to the chickens was 
influencing the farm's performance; 

The Brill version V28 of the program has been updated with the V30 version, and the 
technical manager has been trained on opportunity price finding, sensitivity analysis and 
new options of the V30. 

NUTRICOD (jud. Brasov) 

Address: 15 Halchiului St., Codlea, Brasov County (located 180 km North of Bucharest in 
a mountainous region of Transylvania). 

Nutricod is an integrated company with 100% private ownership with the following production 
capacities: 

- mixed fodder operation with a total capacity of 140th tonslyear; 

- broiler farms operations with a total capacity of 5,000 tons of live weight meat; 
- layer farms operation with a total capacity of 50 million eggs; 

- slaughtering house 12000/hour (2 shiftslday). 

Nutricod owns a massive, aging feed operation with a total capacity of 140,000 tons of feed per 
year. Since 1990, Nutricod has been nowhere near operating at full capacity. In fact. the 
company ended 2000 with total annual production of only 14,000 tons of feed. The costs 
involved in running such a large feed operation are very high and, operations are far from 
efficient. 

In an effort to increase its sales and market share, modern pelletizing equipment was recently 
purchased. Unfortunately, the quality obtained from the use of this new equipment was less 
than desired due in part to the pellet sizes that could be produced, the high cellulose content of 
the feed, and a high percentage of linoleic acid. 
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With regard to the pellets, the integrity of each pellet was not maintained during transportation 
from the plant to the farm. The resulting loses were higher than expected, birds did not grow 
uniformly, and final outcomes were far from ideal. To-further compound the issue, farm 
equipment has not been modernized since 1990, and a large percentage of feed was lost on its 
way to chicken coops. As a result, high consumption and low conversion ratios have been 
registered for the company's chickens. 

Nutricod's management followed suggestions made by the Land O'LakesIBrill team to resolve 
some of these issues and measurable improvements have been recorded from one visit to 
another. Land O'LakesIBrill continue to send out materials outlining the latest information in the 
feed market to the Nutricod management team to keep them informed on the latest technology. 
and help them learn about developments in the feed and poultry market. 

Strong points identified by consultant: 

Lab analyses for the raw materials and database update (new parameters, new prices for 
raw materials) are performed adequately; 

Feed recipes formulation and counterbalancing are made according to the requests of the 
hybrids fed with those recipes; 

Special attention is granted by NUTRICOD to using high quality raw materials; 

The company decision to produce only well-balanced feed formulas is a correct and very 
effective one (see the usage of synthesized amino-acid in recipes); this is the only way to 
obtain efficient production; 

The company's ability to granulate the feed and include fats by spraying is a huge 
advantage for obtaining a quality feed, and implicitly, superior technical performance in the 
chicken-for-meat farm; 

The mortality rate in the broiler farm (-5.0%) shows that the genetics (day-old chickens) are 
of high quality, and the sanitary-veterinary management on the farm is suitable. 

Weak points identified by consultant: 

The confined supply, lack of raw materials and high acquisition prices (a situation currently 
valid for the whole country), are pushing the nutritionists to disregard the recommendations 
/demands for the hybrids fed with those formulas. NUTRICOD is also affected by market 
restraints, and two major problems were identified: 

A high level o f  raw cellulose (over 3.5%) in the 21-1s formulas, that can have negative 
influences on the chicken-for-meat performances. This is mainly determined by the 
utilization of a soy meal with high raw cellulose content (the only one currently available on 
the Romanian market), that has a high share in the recipes (more than 30%). 

The high level of linoleic acid in the formulas is another identified factor that is negatively 
influencing the performance of the chickens consuming this type of feed (with reference to 
the carcass quality as well as to the pellet quality - see the pellet integrity maintenance). 
This high level (over 12.5%) is generated by the inclusion in the recipes of raw materials 
with a high level of linoleic acid (corn and vegetable oil), with the aim of obtaining a high 
level of metabolized energy. 
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By the time the feed gets to the farm, the pellets are broken and this contributes to a high 
level of feed waste. On the other hand, the feeding equipment is old and also contributes to 
the waste of feed. This might justify the high rate of consumption (2.15 kg of feed). 

Solutions provided by the consultant and the impacts: 

- Following the training provided by Brill, counterbalancing of the formulas has been realized. 
Unfortunately, because of the outdated computers at the company, the program did not 
operate at its full capacity at Nutricod. 

- The technical questions regarding nutritional issues that the manager had for the consultant 
found answers in the specialty books provided to the company by Brill consultant and Land 
O'Lakes. 

- The chicken breeding farms were visited and specific recommendations were made: 

- Usage of 10-15% wheat in the chicken-for-meat formulas, which led to an increase in the 
quality of the pellets produced; 

- Reduction of the raw cellulose content in the 2131  formulas (to a maximum of 3.5%) which 
resulted in a better feed conversion and improved performance; 

- Including a pre-starter formula in the feed regime of the chicken-for-meat's first days of life 
had a positive effect on performance. 

NUTRIENTUL (jud. Bihor) 

Address: 1 Campului St., Palota, Bihor County (located 590 Km from Bucharest and 15 
Km from the Hungarian border in Northwest Transylvania). 

Nutrientul is an integrated company with 100% private ownership with the following production 
capacities: 

mixed fodder operation with total capacity of 140,000 tonslyear; 

broiler farms operations with a total capacity of 1,000 tons of live weight meat; 

hatchery unit with a total capacity of 10 million day-old chicken per year; 

slaughtering house 12000/hour (2 shiftslday); 

pig breeding farm. 

Summarv: 

Nutrientul, like Nutricod, also inherited an old dinosaur of a feed operation left over from the 
communist era. After the drought of 2000, and months of oroducina feed at hiaher than 
average costs, Nutrientul's management decided to halt feed temp&arily and 
instead rely on cheaper, higher quality imports from Hungary. 

As feed came into the business from Hungary, Nutrientul was busy modernizing its feed 
operation to include new pelletizing equipment. The new operation will formally kick off in the 
fourth quarter of 2001. 



Land O'Lakes Romania Private Agribusiness Acceleration Program 
Final Report to USAID - January ZOO2 Page 35 

At the suggestion of the Land O'LakesIBrill team, Nutrientul's management invested in full fat 
soybean meal equipment that should significantly increase poultry feed conversion ratios. 
Furthermore, in an attempt to increase Nutrientul's efficiency, management purchased an 
incubation unit with a capacity of 60,000 eggs per series, and has contracted out consulting 
work on the operation to Brill. 

Our clients have all expressed gratitude and satisfaction for the Land O'LakesIBrill 
collaboration. Measurable results were seen even after the first field visit. Land O'LakeslBrill 
has tried to keep suggestions limited to feed formula inputs, microclimate on the farms, water 
supply, and equipment for employees at the farms level, [relorganizing equipment, etc.. In 
short, these are small things that have huge impacts on productivity. 

The results of the intervention to date have resulted in a more efficient administration of feed 
ingredients, lower feed formula costs, lower feed consumption ratios, a shortened slaughtering 
period, and lower mortality rates. 

Strong points identified by consultant: 

- the company owns excellent production capacities (mixed fodder operation, poultry and pig 
breeding units, slaughtering house); 

- lab analyses for the raw materials and database update (new parameters, new prices for 
raw materials) are performed adequately; 

- special attention is paid by NUTRIENTUL to using high quality raw materials; 

- the people working in the mixed fodder unit are very well trained and have field experience. 

Weak points identified by consultant: 

the company did not own a program for formulating feed. Because of this the company 
relied on other companies to counterbalance the recipes, which were not always aware of 
the real situation at the operation (raw materials data or genetics used); 

problems were identified regarding the introduction of fats into the processed feed; 

the equipment used at the chicken-for-meat farms is old and has a negative impact on the 
performance obtained; 

the people working on the farms have low professional knowledge; 

the management is not completely using the existing production capacities (e.g., incubation 
unit or chicken-for-meat farms); 

the company is facing harsh competition from Hungarian feed suppliers, limited stocks of 
feed, lack of raw materials, and high acquisition prices that are threatening the economic 
situation of the company. 
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Solutions provided by the consultant and the impacts: 

- the Brill program has been installed and the team has been trained on using it, with a great 
impact regarding the quality of feed obtained; 

- at the request of the specialists there, the Brill consultant had weekly interventions 
regarding the formulas and other technical matters; 

- based on visits to the farms, the performance problems were identified (the management of 
the chicken breeding and the sanitary-veterinary management in the farms); solutions have 
been provided for suitably disinfecting the whole population that led to a decrease in the 
mortality rate of birds up to one week old; recommendations were made regarding the 
improvement of the sanitary-veterinary management procedures followed by the 
employees: special attention was paid to the cleanliness in the filters and the outside court 
of the farm, the tools used by the workers in the farm and the traffic in the area; 

- the consultant made a study regarding the efficiency of producing and using full fat soy as a 
raw material. Because the results obtained were positive, the company purchased 
extrusion equipment for producing full fat soy. Including the full fat in the mixed fodder 
produced would realize savings of $3 US dollars per ton of fodder produced. 

- technical recommendations were made for renovating the incubation unit and the 
reproduction operation; currently the hatchery unit is ready to begin production cycle. 

B. Dairy Processing Companies 

The assisted dairy processing companies and actual activities are presented in the tables in 
Appendix D. 

The assistance paid back. Our dairy processing customers now have: 

Additional products such as mozzarella (either block, shredded or in batons). cheddar, and 
Gouda in their product mix. 
Improved products (sour cream, cascaval, yogurt, white cheese, processed cheese) and 
processes. 

The sale of the new or improved products meant sales and profit increases for the dairies. It 
also meant paychecks for their milk farmers and their families. The improved products and 
processes contributed to cost reductions and profit increases. 

Success stories are presented in Section VIII. Dairy processing companies were assisted 
through the APEL organization, which was previously discussed in Section IV B. 
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VI. DAIRY PRODUCTION I FORAGE MANAGEMENT PILOT 

As a disproportionate number of Romanian dairy farmers do not utilize high-quality forage in 
their dairy operations, and because many lack access to know-how and technology as well as 
the capital necessary to improve forage production, Land O'Lakes initiated a joint pilot project 
with Cooperative Resources International (CRI), one of America's top forage management 
specialists, cattle breeding companies, and the largest exporter of artificial insemination services in 
the world. The program begun in mid-2000, and lasting 15 months, was a qualified success. 

With the primary objective of introducing new alfalfa varieties to increase raw milk production 
and improve producer profitability, the project overcame substantial obstacles to demonstrate 
significant improvements in dairy production efficiency. Working with a core group of thirteen 
agribusinesses throughout Romania, this project posted the following achievements: 

Provided over 50 days of individual consultant work for key participants in production 
management, alfalfa production, harvest and management, and milk quality management; 
Conducted over 50 days of farmer training through an extensive public seminar series in 
alfalfa production and forage management, milk quality management, and dairy herd 
health and reproduction management reaching nearly 200 area farmers, extension ~. 

workers, and Ministry of Agriculture county field technicians; 
Developed test plot demonstration site of improved alfalfa varieties with these results: 

o 32% increase in forage yield; 
o 200% increase in pounds of protein harvested per hectare; 
o 44% reduction in fiber levels; 

The 32% increase in forage yield and 200% increase in pounds of protein harvested per 
hectare were realized with no increase in production inputs; 
Increased protein levels in the forage fed to cows, reducing protein supplement feed costs 
by $1 . I7  per cow per day: 

o With nearly 1,000 cows enrolled in the project, feed cost reductions totaled 
$1,170 per day or $427,050 per year in project herds alone; 

Created effective demand for new alfalfa varieties and harvest equipment, by enabling 
participating farmers to earn the income to finance improvement investments; 
Participating producers sustained daily milk production rates while facing a severe 
drought, avoiding anticipated production shortfalls of 30 to 40 percent. 

Our immediate objective was to revitalize the purchasing power of rural Romania, to stimulate 
capital formation to drive consumption, and to squeeze capital out of the land for the 
proprietor. Agriculture is 23% of GDP in Romania, while 36.5% of Romania's population is 
engaged in agriculture, further magnifying the scope of this impact. Romania's per capita 
GDP is $3,900. For every 20 cows realizing an increased profitability of $200, one more 
worker out of Romania's 9% unemployed can be employed, or this doubles the income of- 
workers already in the market, all through increased investment by dairy producers. 
Traditionally tax adverse, dairy producek are motivated by tax schemes perpetuating 
expenditures. The pilot project empowered Romania's single largest sector to consume 
capital goods; to invest and modernize. 

Begun in January 2000, the pilot project set out to design and implement activities that would 
demonstrate: 

1) The value of high-quality forage in the dairy cow's diet, 
2) Proper harvesting and storage techniques, and 
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3) Cultural practices that would enhance the feed value for farmers around two milk 
cooperatives participating in the Land 0' Lakes Romania project. 

The results of these activities were: 
New improved varieties of alfalfa combined with improved harvesting techniques 
resulting in a minimum of 10% yield increase; 
Improved raw milk output and quality by 15%; 
Reduction in somatic cell counts by a minimum of 15%; 
Protein in forage increased by 15%; 
Fiber levels (non-digestible component) decreased by 20%; 
Higher demands for improved forage harvesting equipment; 
Increased market demand for high quality forage seeds. 

The RPA project's positive impacts in dairy processing, packaging, and marketing with 
emerging cooperative and commercial processors illuminated underlying market failures in 
the dairy sector - the quantity, quality, and consistency of the fluid raw milk supply. The 
processor's search for raw product leads invariably to the more than century old problem of 
East European production agriculture, the inefficient fuel of its draft power and even the 
impotence of its mounted cavalries - fodder production. 

The full CRI report is annexed to this report, as Appendix E. 
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VII. OTHER PROJECT INITIATIVES 

Land O'Lakes sponsored the participation of ANPL leaders to attend the first annual Regional 
Dairy Association Roundtable (held in Sofia, Bulgaria between 2-4 May 1999). Discussions 
revolved around the current situation and future possibilities related to dairy in the Balkans, 
Central Europe, and the European Union. The president and two members of the executive 
board of ANPL exchanged information with their Bulgarian counterparts and saw dairy 
companies and products presented at the Plovdiv Fair. Information regarding the Roundtable 
was published in ANPL's quarterly magazine infoiact. 

Mamaia Milk Fair (June 2-4, 1999) 
The fair was organized by ANPL within the context of the larger "EXPOAGROUTIL'99 annual 
exhibition organized by the Constanta Chamber of Commerce. The Mamaia Milk Fair 
attracted 15 dairy-related companies (processors, equipment manufacturers, etc.) from 
across Romania to display their products. The first day of the fair was very important for 
ANPL as well as for all those who attended. The Minister of Agriculture, loan Muresan, 
attended the opening and met with the president and other board members of ANPL. ANPL 
used this opportunity to inform Minister Muresan about the general situation of the dairy 
industry and the companies working within the sector. 

Land O'Lakes Romania organized the 4Ih edition of the Romanian National Dairy symposium 
SIMPOLACT'99 between October 8* and 1999. Over 300 people, representing 140 
companies active in the dairy processing, distribution, packaging, equipment, ingredient and 
chemical industry gathered at the event. 

Delegations from Austria, France, Holland, Hungary, Italy, Kenya, Malawi, Moldova, Uganda 
and United States, attended Simpolact'99, as did regional banks, the Dutch Embassy, the 
European Union, the Ministries of Agriculture, Finance, and Industry & Trade, the Agency for 
Small & Medium-size Enterprises, Evanston Capital Advisors, the Danube Fund for 
Reorganization, and the Romanian media. 

On the symposium end, discussions focused on the present and the future policy of the 
Romanian dairy in dust^, the role of ~rofessional associations in influencing policy, the 
necessity of creating high standards'for Romanian dairy products, exporting, an i the idea of a 
milk promotion campaign. Presentations and debates concerning investment in Romania 
(including in the Romanian dairy sector), and the quality of Romanian milk were the hot topics 
this year and especially appreciated by the audience. 

On the exhibition side, approximately 50 companies displayed their dairy foods, equipment, 
packaging, and ingredients, over 150 mZ (492ft2) of floor space. 

A dairy product competition took place during the first day of the symposium in which over 28 
categories of dairy products ranging from milk to fresh dairy products to cheese were judged. 
Non-taste related competitions included those for best display (dairy and nondairy). 

Land O'Lakes Romania organized Simpolact'99 by bringing together a diverse coalition of 
sponsors including Danone (the French consumer food colossus), Henkel Ecolab (the 
Austrian chemical cleaning company for the industrial food sector), lndlacto Mures (an ltalian- 
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Romanian dairy joint-venture, specializing in Italian style cheeses for export and the local 
market), and Greiner (an Austrian packaging giant). 

The 60 million ROL (- $3,500) profit from Simpolact'99 was devoted to a national milk 
campaign which had its kick off in the first half of 2000. Most Romanian newspapers covered 
Simpolact'99. Although dairy is one of the most depressed sectors in Romanian agriculture, 
Simpolact'99 showed that the sector is still alive and kicking; upgrading and innovating. 

In order to educate consumers to drink pasteurized milk and to increase demand for miik,the 
RPA project has organized the APEL alliance. This is a group of companies in the dairy 
sector that banded together with guidance from RPA to educate consumers as to the benefits 
of milk and dairy products and to increase milk consumption. In general terms, the goals of 
the APEL alliance are similar to those of the American milk promotion campaign "Got Milk?" 
However, APEL's budget is much smaller than its American counterpart. 

APEL 
Representatives of the APEL Board of Directors made brief presentations on behalf of the 
campaign and its goals and participated in a question/answer session with both the Romanian 
mass media and public. Several well-known personalities who could not attend the event 
offered their support via video, including the American Ambassador to Romania James 
Rosapepe, Romania's Minister of Foreign Affairs, Petre Roman, tennis great former world 
number One, llie Nastase, as well as two well known actors. 

In all, over 250 people attended the event, comprising a diverse group of Romanian and 
foreign personilities, business people, sports fiiuresrand representatives of local 
government who all raised a glass of milk and toasted the campaign. 

The first wave of APEL outdoor media campaign commenced in Romania's ten biggest cities 
with a family of four drinking milk above the APEL slogan: "Milk ... Health above anything else." 

APEL teamed up with Fox Kids Romania, a children's television station, and Nestle Romania, 
one of the top three food-and-beverage companies in the world, to begin a joint education: 
program in schools to promote children's health. 

SIMPOLACTB 2000: 
Land O'Lakes helped APEL in organizing the 5" edition of SIMPOLACTB between October 6- 
8, 2000, on behalf of the entire Romanian dairy industry and on behalf of the milk promotion 
campaign. 

Over 400 people representing 180 companies active in the dairy processing, distribution, 
packaging, equipment, ingredients and chemical industry gathered the event. 

Representatives from Austria, France, Holland, Italy, Republic of Moldova, Hungary, Bulgaria, 
Albania, Macedonia and US, attended SIMPOLACTB 2000, as did regional banks, 
Embassies, Investment Funds, Ministry of Agriculture, Finance and the Romanian and foreign 
media. 

On the symposium side, discussions focused on milk campaigns in Romania and US, the 
benefits of the industrially processed milk vs. unprocessed milk, the marketing of dairy 
products, seal of quality for dairy and its impacts to the consumers, quality of raw milk, 
financing for dairy via different programs, export promotion, organic products, role of the 
professional associations in influencing policies, market promotion and internet-marketing. 
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Presentations and debates concerning the milk promotion campaign, marketing research and 
seal of quality were the main topics this year and very much appreciated by the audience. 

On the exhibition side, about 46 companies displayed their dairy foods, equipment, packaging 
and ingredients, on over 150 m2 of floor space. 

A dairy contest took place within the first day of the symposium in which 38 categories of dairy 
products ranging from milk to fresh dairy products to cheese were judged. 

SIMPOLACTB was organized by bringing together a diverse coalition of sponsors: the golden 
sponsors including Greiner (an Austrian packaging co.), Henkel Ecolab (the Austrian chemical 
cleaning co.), Brenac (the Greek dairy producer). Dorna (the Swiss dairy producer) and the 
silver sponsors including Schmidt (a German producer for equipment), Eurato (an ltalian- 
Romanian joint venture refrigerating cabinets producer) and Arctic (Romanian producer for 
refrigerating cabinets). 

The 200 million ROL (- $8,000) profit from SIMPOLACTB 2000 went toward the National Milk 
Campaign "APEL." 

Most Romanian newspapers and foreign radio posts (Hungary) and magazines covered 
SIMPOLACTB 2000. 

Between May I I-June 3 APEL organized some activities to re-launch its image to consumers 
in Bucharest. APEL flyers, bags, and posters were distributed to consumers in 16 outdoor 
markets, all major supermarket chains, hospitals, and at the National Trade Show for 
Consumer Goods, TlBCO 2001. Four students were hired to do all the necessary legwork for 
this activity and preliminary results show that the re-launch has created awareness and an 
impact on the public. 

SIMPOLACTB 2001: 

APEL was the coordinator and sponsor of SIMPOLACT in 2001, effectively graduating the 
event and the association from traditional develo~ment fundina. Simoolact 2001 was 
organized October 5-7 in Poiana Brasov with orianizational s;pport kom LOL Romania and 
financial support from The Royal Embassy of the Netherlands and at least ten companies 
active in the komanian dairy sector. ~ h o u s h  initial preparatory work for the event began in Q2 
2001, all logistical operations, reservations, and planning. took place in Q3 2001. 

Over 250 people representing 120 companies active in the dairy processing, distribution, 
packaging, equipment, ingredients and chemical industry attended Simpolact 2001. Many of 
these representatives were from Austria, Bulgaria, France, Germany, Greece, Hungary, Italy, 
Moldova, the Netherlands. Also in attendance were representatives of regional banks, ;, 

Embassies, Investment Funds, the Ministries of Agriculture and Finance, and the Romanian 
press. 

On the symposium end of things, discussions focused on the APEL campaign and strategy, 
the new APEL-PRAIS partnership, introduction to educational programs in schools, 
agribusiness financing, quality control and the regulatory environment, product distribution and 
logistics, and new legislative initiatives on agricultural policy. 
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On the exhibition side, approximately 36 companies displayed foods, equipment, packaging 
and/or ingredients across -200m2 of floor space. A dairy contest was also held. Nearly 30 
different categories of dairy products were judged ranging from fresh dairy products to 
cheese. 
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SELECTED SUCCESS STORIES 

Success stories about three dairy processing companies and 
S. C. Podagro follow in the next few pages. 

Success stories about poultry and feed companies may be 
found in Section V.A. 
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TURDALACT: "Transition in Transylvania" 

General Information: 
SC Turdalact SA, Benjamin Clapa, Owner, Calea Victoriei no. 3-5, Turda. Cluj County, 
Romania. 

Introduction: 
This success story fails within USAID's SO 1.3 (Accelerated Development & Growth of Private 
Enterprises). Two goals of the LOL RPA project are for clients to "increase sales and profits" 
and become "investment ready." 

Success Story: 
In 1996, LOL Romania began implementing a series of TA interventions to provide assistance 
to newly privatized dairy processing SMEs in Romania. Though most of these SMEs had 
trained managers and qualified technicians, most were weak in creating (or obtaining) reliable 
market information on the dairy sector, obtaining accurate consumer preference data, and 
developing new, non-traditional dairy products. Other problems faced by these privatized 
SMEs were quantity and quality fluctuations in raw milk supply, poor marketing, and poor 
economic analysis skills. 

In early 1997, Turdalact was an off-site processing facility of Napolact SA, Romania's largest 
dairy processing facility and the nationwide leader in dairy production and sales. Later that 
same year, in a move that was viewed by the industry as partially suicidal, the then 
management of Turdalact privatized itself and spun off from its parent company. In 1999, LOL 
invited the newly privatized SME to participate in SIMPOLACT (Romania's annual dairy trade 
fair and exposition), and thus began the tight collaboration between LOL and Turdalact. 

Turdalact went on to win several awards at Simpolact 1999 and used a video of the event to 
help promote itself to new clients and potential foreign investors. In support of this campaign 
and at the company's request, LOL performed a full financial and managerial SWOT analysis 
on the SME in early 2000. Among the problems found were nasty combinations of outstanding 
debts to the government and a ton of unpaid loans to various banks. At that time, the company 
was willing to do anything to avoid closure and attract a foreign (preferably American) equity 
partnerlinvestor. 

Management's prayers were answered within months of the SWOT, as successful U.S. real 
estate developer Benjamin Clapa (Oregon) decided to invest in Turdalact in springlsummer 
2000 in return for a controlling stake in the troubled company. After new product TAs and a 
stunning Simpolact 2000 performance (the company took a record 21 First Place medals), Mr. 
Clapa recognized that more needed to be done to help turn around the operation. He 
subsequently requested LOL interventions in HR, Product Development, Financial 
Management, and Distribution. Though any one of these interventions carries a success story 
of its own, no one is more powerful than the impact of helping nearly 13 rural farms maintain 
their livelihood. 

Keys for Turdalact's survival in QIV 2000 were maintaining constant supplies of milk and 
increase (no pun intended) liquidity. LOL trained Turdalact's staff in new cheese development 
and value-added variations of already existing cheeses. The goal was to concentrate on items 
that could go from plant to market in less than a week in order to convert product into cash 



Land O'Lakes Romania Private Agribusiness Acceleration Program 
Final Report to USAID - January 2002 Page 45 

more readily and not suffer from tied up working capital in an aging room for three months. 
devaluing daily against the dollar. One part of the new strategy was to introduce mozzarella to 
the company's clients. 

In QIV 2000, 6% of Turdalact's cheese production was mozzarella and the company sold 715 
kg (1,577 lbs.) in this quarter for an average price of $2.54 USD per kilogram. This translates 
into over $1,816 in additional sales for Turdalact and almost $200 in net earnings, just off 
mozzarella sales alone. Though this is a wonderful impact for a small SME like Turdalact, the 
impacts on the surrounding rural communities are even more impressive. 

To quantify impacts in people and dollar terms, we should consider the following: 
if Turdalact's average conversion rate is 9kg mozzarella from 100kg of milk, and Turdalact's 
1,000 individual producers supplied an average of 7kg /day of milk for processing, 7,945kg 
of milk were purchased from rural farmers in QIV 2000 solely for Turdalact mozzarella or an 
average of 86.5kg/day (QIV 2000). 
if the average rural farm in the village of Turda has 1.5 cows and is producing 7kg of 
milklday, 12.5 farms are supplying Turdalact with raw milk for solely for use in making 
mozzarella 
if 3 people live in rural farm in Turda, 38 people benefit directly from Turdalact's new 
mozzarella business. 
if the average farm gate price for milk was 2,644 ROL/kg in 2000, the average income 
earned by these 12.5 farms in QIV 2000 was 24,979,080 ROL (21,006,580+3,972.500 from 
a 500 lei subsidy per kg of milk delivered to dairy plants) or 1,998,326.4 ROUfarm. Hence, 
using last year's average exchange rate of 21,693 ROL:USD, these 12.5 farms in rural 
Turda benefited from an influx of $1,152 or $92.12 per farm. 

Though the overall financial impact of these successes may appear small, they represent only a 
fraction of the impact on Turdalact and its surrounding rural communities. Mr. Clapa's 
investment alone saved 120 jobs in a town where there are few employers around. 
Furthermore, if cheese sold was quantified in terms -of VAT dollars collected on sales of final 
product, packaging, etc., these impacts would be a success story not just for Turdalact, but for 
the farmers of rural Turda and the Government of Romania. 
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NAPOLACT.. .A Romanian Success Story Employing an 
Entire Village 

General Information: 
Napolact SA, Vasile Garboan, General Manager, Bd. 21. Decembrie 1989, nr.95-97, Cluj Napoca. 
Romania 

Introduction: 
The following success story falls within USAIDIRomania's Strategic Objective 1.3 (Accelerated 
Development and Growth of Private Enterprises). One of the stated goals of the USAlDlLand 
O'Lakes, Inc. RPA project is for client companies to "increase in sales and profits." 

Success Story: 
In 1997. Land O'Lakes, Inc. Romania (LOL) carried out a needs assessment for newly privatized' 
dairy plants in Romania. Shortly thereafter, LOL began a series of TA interventions to provide 
assistance to these companies (SMEs). Though many, if not all, of the SMEs had experienced 
managers and highly qualified technical staffs, most were weak in creating (or obtaining) reliable 
market information on the dairy sector, accurate consumer preference data, and new, non-traditional 
dairy products. Other problems faced by most newly privatized dairy SMEs were quantity and 
quality fluctuations of their raw milk supply, poor marketing, and a lack of economic analysis skills. 

Also in 1997, LOL began its long-term collaboration with the Napolact dairy processing plant, 
Romania's largest dairy processing SME, located in Romania's Transylvania region in northwest 
Romania. LOL interventions with Napolact include US. training on marketing and dairy promotion. 
participation in LOL sponsored events like SIMPOLACT (Romania's annual dairy trade fair and 
exposition), TAs in new product development with the company's management and technical staff 
on raising the quality of the company's dairy products with a special emphasis on mozzarella 
cheese (including value-added variations such as shredded mozzarella for retail and industrial use). 

LOL's most recent value-added TA with Napolact occurred in Q3 1999. By Q1 2000, Napolact was 
selling nearly 15 metric tons (33.075 lbs.) of mozzarella cheese per month. By taking a moment to 
figure out the econometrics behind this figure, the impacts are quite significant for both Napolact and 
its suppliers. 

Napolact has approximately 22,000 individual farmers, spread out over 480 milk collection points, 
supplying milk to the company. If the cows owned by these farmers produce milk at the national 
average (10 literslday), Napolact is supplied with 220,000 liters of milk per day [the reality is 250,000 
literslday during summer months and 150,000 literslday during winter months]. Furthermore, if we 
assume an average conversion rate of milk to mozzarella of 10:l (kg), nearly 500 farmers (or an 
entire village assuming each farmer has a husbandlwife and sonldaughter) get their monthly income 
from selling milk to Napolact for the sole purpose of making of Mozzarella cheese. 

Furthermore, if Napolact processes 6,600,000 literslmonth (220,000 x 30 days). 2.3% of production 
(15,000 x 10 =150,000 literslmonth) is earmarked for mozzarella production. With average farm 
gate prices for milk in Transylvania at 2,500 ROUliter, the average income earned by these 500 
farmers is 12,500,000 ROUday or -$595.24 USDIday. Hence, the total amount pumped into this 
fictional village is $217.263 USD per year! 

If Napolact sells (wholesale) 1 kg of mozzarella for 55,000 ROL ($2.62 USD) and the company sells 
500 kg of mozzarellalday, the company is making $478,150 USD per year just from mozzarella 

Via a combination of MEW (Management Employees Buy Out) and M a s  Privatization Scheme 
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sales. Napolact reports a 10% profit from its Mozzarella sales, which gives Napolact a S47.815 
USD annual profit. 

This Success Story is not only a success for Napolact, but can be shared by the farmers of Cluj County, 
LOL, and USAID. 
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STEROCHEM: "Mozzarella in the Mountains" 

General Information: 
SC Sterochem International SRL, Valeriu Steriu, General Manager, nr. 69 B, Sinca Veche, jud. 
Brasov, Romania 

Introduction: 
This success story falls within USAlD Romania's SO 1.3 (Accelerated Development & Growth 
of Private Enterprises). One of the stated goals of the Land O'Lakes, Inc. RPA project is for 
clients to "increase sales and profits." 

Success Story: 
In 1996, Land O'Lakes Romania (LOL) began implementing a series of TA interventions to 
provide assistance to new startup dairy processing SMEs in Romania. Though most of these 
SMEs had trained managers and qualified technicians, most were weak in creating (or 
obtaining) reliable market information on the dairy sector, accurate consumer preference data, 
and new, non-traditional dairy products. Other problems faced by most new startups were 
quantity and quality fluctuations in their raw milk supply, poor marketing, and poor economic 
analysis skills. 

Also in 1996, LOL began its long-term collaboration with Valeriu Steriu and Sterochem, a 
startup dairy processing SME located in Romania's Fagaras Mountains in central Romania. 
LOL interventions with Sterochem included U.S. trainings on marketing and dairy promotion. 
study tours, third-country trade fairs, participation in LOL-sponsored events like SIMPOLACT 
(Romania's annual dairy trade fair and exposition), TAs in new product development, and 
internal SWOT analyses with the company's management and technical staff. Though any one 
of these interventions carries a success story of its own, no one is more powerful than the 
impact of making "mozzarella in the mountains." 

In late 1998, LOL trained the staff of Sterochem on how to process mozzarella cheese, a new 
variety for Romania which showed tremendous potential in the country due to a rise in the 
number of pizzerias nationwide. Within 1% months, the company sold 1.2 tons of mozzqeila 
cheese. In 1999 and 2000 LOL continued to provide a variety of different TAs (product, 
investment, SWOT, consumer preference, trade fairs) to strengthen and support the company's 
new found success. LOL was even successful at facilitating a meeting with the General 
Manager of Pizza Hut Romania when we learned that the US-based restaurant chain was 
seeking a new local supplier of mozzarella in Romania. Pizza Hut specialists even went so far 
as to tour the Sterochem facilities on two occasions. 

Though Sterochem was ultimately unsuccessful in becoming a supplier for Pizza Hut, it went on 
to private label mozzarella for the Metro Cash & Carry chain (the third largest retail chain in the 
world behind Wal-Mart and France's Carrefour) as well as supply a local, US-owned pizza 
chain: Jerry's Pizza. 

In 2000, 50% of Sterochem's cheese production was mozzarella, and the company sold 60 MT 
(132,300 lbs.) of mozzarella last year for an average price of $2.10 USD per kilogram. This 
translates into an additional $126,000 in sales for Sterochem and nearly $12,600 in net 
earnings, just off of mozzarella sales alone. Though this is a wonderful impact for a small, up- 
and-coming SME like Sterochem, the impacts on the surrounding rural communities are just as 
impressive. 
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To quantify impacts in people and dollar terms, we must take the following assumptions into 
consideration: 

if an average conversion rate of milk to mozzarella of 10:l is used, 60,000 kg of milk (5;000 
kglmonth) were purchased from Romanian farmers solely for Sterochem's mozzarella. 
if the average Romanian cow produced 3,045 kg of milk in 2000. nearly 35 cows would be 
needed year round (20+15; with rotating lactation schedules) to produce enough milk for 
Sterochem's orders. 
if the average Romanian farm has 1.5 cows, 23.5 farms are supplying Sterochem with raw 
milk for mozzarella. 
if 3 people live on an average Romanian farm, 70 rural people benefit from Sterochem's 
mozzarella business. 
if the average farm gate price for milk was 2,644 ROUkg in 2000, the average income 
earned by these 23 farms last year was 188,640,000 ROL (158,640,000+30,000,000 from a 
500 lei subsidy per kilo of milk delivered to processors) or 8,201,739 ROUfarm. Hence, 
using last year's average exchange rate of 21,693 ROLUSD, these 23 farms in rural 
Romania benefited from an influx of $8,696 or $378 per farm. 

The financial impact conveyed by these figures may seem small, but they can be quantified 
further if VAT dollars collected on mozzarella sales and money saved from farmers not claiming 
unemployment benefits, are taken into account. All told, this Success Story is a success for 
Sterochem, as well as the farmers of Brasov County, LOL, and USAID. 
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S.C. Prodagro ... A Blueprint in Capital Formation - 
Efficiency Funds Investment 

We walk through the long, dark barn of another era and a vanquished vision. Our farmer-host 
envisions the ongoing renovations as he updates the privatized facility S.C. Prodagro. He is 
no longer nursing the tired and outmoded facilities, not merely servicing mounting debt - he is 
planning, building, and investing. A former dairy manager in a now nearly liquidated system, he 
went on to purchase a parceled piece of a larger agrokombinant with little more than human 
capital. Land 0' Lakes and Cooperative Resources International through their Folage 
Improvement Project initiative in Romania added interest to this capital through techhical 
support - this is the monetization of opportunity costs, of intervention, and of that inexhaustible 
human capital. 

With a firm commitment to specialization in dairy, this producer is increasingly characteristic of 
farmers emerging under privatization. Their progressive approach and voracious appetite for 
Western agribusiness expertise is outstripping domestic agricultural extension capacity and the 
employment of improved inputs and resources outpacing training and long-standing 
methodology and techniques. Those farmers eager to seed alfalfa find local extension workers 
deficient in technical support, making such an investment precarious. This project worked to 
lessen those risks by augmenting domestic technical support, and the brief duration of this 
intervention has yielded profound impacts. 

First and foremost, certainly for S.C. Prodagro and other project participants, this project made 
alfalfa forage a viable feed source for dairy production. Alfalfa is not new to Romania, but its 
quality management and profitable yields are a hard-won concept. The leap for many support 
recipients was from grass hay to alfalfa hay or alfalfa silage. Focusing again on Prodagro, total 
feed savings were $6,000 annually. With 30 cows in production, this equals $200 per cow per 
year. With nearly 1,000 cows enrolled in the project, that potential translates into $200,000 on 
just 13 farms. That is $200,000 that was diverted from operating expenses in feed 
supplements to capital investments in improvements. . 
While Prodagro sustained production levels and realized savings, some participating managers 
chose to forego immediate savings for increased production. Agroindustralia in Risnov, for 
example realized a cost savings of $1 1,250 in supplement feeds while production rose 2 liters 
per day per cow. The dairy unit at the Potato Institute saw its milk sales receipts from 313 cows 
rise $51,144 in one year. Still true to our Prodagro blueprint for capital formation, the net gains 
in quality alfalfa management approach $200 per cow either in cost savings or increased 
production. 

S.C. Prodagro nursed its first alfalfa crop through an extensive and potentially devastating 
drought this past year by labor-intensive means of manual irrigation. With project assistance 
the Legume Hay was harvested and stored at 18% protein. Additionally, project support 
ensured the managed feeding of this quality forage to further maximize profits. These cost 
savings positively affecting net income funded not only the preliminary restorations of the dairy 
facilities, but also the acquisition of a mechanized, portable irrigation system. 

Finally, S.C. Prodagro will further reduce expenses by $600 annually in nitrogen fertilizer by 
switching from a grass hay-based dairy ration to alfalfa. This is $600 dollars on their 40 
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hectares of forage. These are savings multiplied across producers participating in the project, 
and those influenced by the project to produce alfalfa. The nitrogen fixation benefit of alfalfa 
extends beyond the life of the stand and will positively impact corn production in a normal crop 
rotation scheme. 3 

There is one important caveat regarding impact. This project, for all its participants, served to 
mitigate the impacts of a severe drought. While yields were substantially diminished, the 
improved quality was essential to sustain annual production levels. Additionally, the continued 
technical advice and support was essential in managing reduced inventories. Finally, 
monitoring individual production levels with qualified analysis offered informed culling decisions. 

Romania's per capita GDP is $3,900. This means that every 20 cows realizing an increased 
profitability of $200 employs one more worker out of its 17% unemployed, or doubles the 
income of workers already in the market, all through increased investment by dairy producers. 
Traditionally tax adverse, dairy producers are motivated by tax schemes perpetuating 
expenditures. The positive impact is the nature of these expenditures - again shifted from 
operational to capital improvements. Agriculture is 23% of GDP while 36.5% of Romania's 
population is engaged in agriculture, further magnifying the scope of this impact. Investment, 
modernization, and mechanization is on the move. 
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Romania Private Agribusiness Acceleration Program 
Match evolution for the project 

1999 2000 2001 Year 

Projected lAccornplished 
S474.0001 $804,579 
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APPENDIX B 

Report by Tom Slater: 
"Multi-Professional Association Development 

(U N IPAZ)" 



Multi-Professional Association Development 

Romania 
December 1 - 11,1999 

Submitted by Tom Slater 
State Public Policy Group 

Scope of Work 

The Scope of Work involved two specific efforts while in Romania: 1) To meet with and 
work to bring together a group of independent agricultural associations into one unified 
multi-professional association with a mission, goals, and a plan of work for future 
activities; 2) To facilitate a day-long milk and dairy promotion meeting in an effort to 
lead the participants into a decision to move forward on conducting a national milk and 
dairy education and promotion initiative. Written Scope of Work and Status: 

Meet with ag association industry leaders to determine if there is enough support to 
organize a coalition to lobby for a legislative commentary period and modifications 
to the Government Ordinance on Agricultural Interprofessional Commodity 
Organizations 

Status: Met with 10 organizations and developed a plan to move fonvard. With 
the coalition. An initial meeting with the Minister of Agriculture was held in 
December, a letter was sent under the signature of all members to the Ministry 
and other officials, and membership has expanded with two additional large 
associations. The first meeting is scheduled with UNIPAA at the LOL office on 
December 21,2000. The legislative commentary period legislation is a part of 
UNIPAA's legislative agenda and policy initiative. 

e Facilitate discussion with interested ag association leaders, get group to identify 
specific plan of action, who will do what, when, etc., if it is determined if there is 
sufficient support. 

Status: Initial meetings complete. First oflicial meeting for UNIPAA schedule 
for 12/21/99. There is adequate support with the right type of leadership and a 
good mix of association members. 



Monitor LOL staff on process for above, how they can best monitor and ensure that 
the coalition is making progress towards their objectives 

Status: While it is early in the organizational process, the first January meeting is 
being held at LOL. More important than location is the support and technical 
assistance that can be offered by the LOL staff. There is a good understanding what 
needs to be don; and work plans with specifics have been developed as a guide. The 
consultant has also met individually with four key staff to discuss issues and a focus 
on supporting these efforts. It is fair to say that it will take a "velvet glove" to 
manage this new effort. Supporting the interim executive director is critical. This 
development needs to be Romanian-driven. They will need some special help in 
merging together efforts to allow an "economy of scale" effort for the organization 
and staff support on the Romanian side. The consultant has offered ongoing support 
to the organization and staff as a part of his commitment to their efforts. There has 
been some correspondence since December loth. 

Specific outcome included: 

1. The transition of one single-issue association to form another larger; 
sustainable organization that expands the membership (UNIPAA); the 
development of a mission, goals, a policy agenda, and work plans for three 
committees; the decision to hire of an executive director; the hiring of an 
interim executive director; and the planning of a "roll-out" event in 
January. 

Development of a Multi-Professional Food and Agriculture Association 

Fifteen leading Romanian agriculture and food associations responded to the Land 
O'Lakes invitation to come to Poiana Brasov for a "roundtable" discussion to determine 
the potential of the associations joining together into one Multi-Professional Association 
to gain a stronger voice in policy issues for the country. (See Attachment A - Agenda) 
Throughout the two days, there was a true willingness to genuinely discuss issues and 
differences in an effort to come together with a common agenda. The group represented 
three different types of organizations or organizational cultures: 1) "old school" 
management representing state and recently privatizing organizations; 2) Newer, but 
smaller associations representing newer thinking and approaches; and 3) Less traditional 
rural associations that represented cooperatives and very small producers. Through the 
discussion over the two days, there was an eager willingness for all three groups to come 
together into one group for a shared goal. 



One large advantage was the existing multi-professional association - UNIPAZ. 
Although UNIPAZ previously had only four members, it clearly had strong leadership 
and two key large associations. In addition to the notion that the new association can be 
built upon the UNIPAZ organization, UNIPAZ had worked hard over the last year on 
some key policy issues. 

As a result of the two-day discussion, with the exception of one association, all present 
agreed to join together in a new association and proceed under a work plan and agenda 
that was developed by the participants. During those two days, the association developed 
an association mission statement, three specific goals supporting the mission statement, a 
policy agenda framework, and the first major steps of a work plan. The general 
discussion and decisions are included in the summary proceeding later approved by the 
participants. (See Attachment B-Summary) In addition, the participants developed three 
committees including Organizational Development and Media Committee; the 
Membership Recruitment and Services Committee; and the Legislative and Policy 
Committee. Two work plans were developed for these committees (See Attachment 
C&D). At the end of Saturday, the participants agreed to meet again the following 
Thursday to solidify their work plans and move forward with the association. 

On Thursday December 9, the participants met again at a member office near Bucharest 
to continue the discussion. (See Attachment E-Agenda) The summary of proceedings 
from the previous week was approved and other materials were distributed including; 
draft work plans for the three working committees. (See Attachments C&D) A draft 
letter to be signed by all current members of the association was also reviewed. It was to 
be sent under all signatures to key members of the Ministry and Parliament by December 
16. In reviewing the progress and accomplishments of the association at the end of this 
session, the following actions were accomplished: 

*Determined a new organization with new name UNIPAA - National Union of 
Agriculture and Food Processors and Industries 

*Determined that all who attended the meeting were officially members and fiuther 
recruitment of other eligible members is in progress 

*Adopted the draft work plans as a guide for the committees 
*Discussed and clarified structure of new association and relationship to new members 
*Planned a January media event together with a public event 
*Hired an interim Executive Director 
*Verified that funds formerly in UNIPAZ would be transferred to the new organization 

and all legal requirements would be completed within 60 days 
*Discussed membership criteria and categories of members as part of the sustainability 

plan 



Mv Observations 

The success of both these initiatives relies basically on "grunt work" and deliberative, 
incremental, organizational support. Each initiative has identified excellent leadership. 
That, of course, is key. Each initiative needs to develop a longer-tern work plan that 
moves them forward and helps prepare the leadership for changes that are inevitable in 
each organization. The Milk and Dairy promotion has a challenge to create the 
organization while they move forward on the promotion effort. UNIPAA must keep up 
the intensity to fight through the policy mis-steps of the Parliament and Ministry. For 
them it is about developing and managing potential emerging power and influence. Their 
mix of organizations and constituencies in UNIPAA should be an advantage. 

Working in Romania on this project was a wonderful opportunity. The potential is there 
for success. These two initiatives should be a part of a specific focus. Each provides an 
opportunity to drive both the public policy discussion and the health education discussion 
to a national level. It is good that LOL is there. 



ATTACHMENT A 

ASSOCIATIONS FROM THE AGRICULTURE & FOOD INDUSTRY 
Poiana Brasov, 3-4 December I999 

Organizer: LAND O'LAKES ROMANIA 

Goal: To increase and improve influence in Romanian Agriculture and Food Policies 

Participants: 

Ilie Van, President & Mr. Aurel Damian, Executive Director, THE UNION of 
ROMANAM POULTRY BREEDERS 
Valeriu Steriu, President, NATIONAL ASSOCIATION OF ROMANIAN MILK 
PROCESSORS 
Mr. Valeriu Maier, NUTRICOMB President, THE ROMANIAN ASSOCIATION OF 
MIXED FODDER PRODUCERS 
Mr. Constantin Aureliu, President and Mr. Traian Todea, Vice President, THE 
ROMANIAN PIG BREEDERS PATRONAT 
Marius Iliev, President, TEC MIACO &President of the INTERPROFESSIONAL 
UNION OF THE PRODUCERS FROM AGRICULTURE AND LIVESTOCK 
SECTORS (UNIPAZ) 
Adrian Iordache, President of the FOUNDATION FOR RURAL ASSOCIATIONS 
(& Tamara- Assistant) 
Mihai Lungu, President, & Iulian Balica, Executive Director, ROMANIAN MEAT 
ASSOCIATION 
Mr. Doru Epure, UNION OF THE MARKETING ASSOCIATIONS FROM 
HORTICULTURE 
Mr. Gheorghe Liciu, President of the GENERAL ASSOCIATION OF THE 
ROMANIAN CATTLE BREEDERS (and two of his collaborators) 

Moderator: Mr. Tom Slater - Mr. Slater is the Land O'Lakes Policy and Dairy 
Promotion Consultant. He currently is President of a company in the USA Midwest that 
organizes and manages associations and collaborative organizations. 

Also Attending Representatives of the Bucharest Wholesale Market, ACD WOCA, 
Price Waterhouse Cooper (via DAI's Patrick O'Brien & assistant). 



3 December 1999-Friday 

Slater provided some background of some of his work in the agriculture and policy 
sectors in the USA and in Europe. He gave an overview of the two-day roundtable, 
noting that the decisions will be made by those in attendance and his role was to facilitate 
the session and keep them on track. It was clear from the beginning that there was 
willingness for the participants to work together and focus on one goal. Slater challenged 
the participants to determine a specific mission and set of goals and pursue a plan to 
accomplish them. He indicated that a great deal of the effort will only be through trust 
and cooperation and to does that will require honest discussion. This is the beginning and 
more work will be required to succeed in the future. 

In the first part of the discussion, Slater asked each participant to clarify his or her 
expectations for this meeting. It was determined early that one focus should include a 
goal to: Be sure our joint effort should serve the members of the associations, not the 
individual agendas of the participants. 

The following is a summary of the comments of the participants: 

The importance of agriculture and of the food industry goes beyond the individual 
associations and is key to the national economy, as well as the people employed in the 
field, the people living in Romania's cities and towns and rural areas, and for the 
children and families of the country. Agriculture is a major contributor to the 
nation's GDP creates wealth, and provides for exports.. 

0 The representatives of the associations currently do not have a say in influencing 
legislation. Existing associations have not worked closely together. It was noted-"we 
have a choir but we do not have a conductor" It is very difficult to make the 
ministries' representatives hear your voice when you speak on behalf of an individual 
or kom a sole association. It might be easier to succeed through joint efforts. 
So far the associations are weak. What are the biggest challenges that prevent 
success? An old law, dating 1924, that may be valid for any other field in the 
economy; is lacking in providing an organized kamework to have a dialogue with 
governmental bodies. 

0 Through UNIPAZ (an association of agricultural associations with four members 
formed in the last year), the individual associations could join their efforts, and at the 
same time, avoid the conflicts of interests ( for example-"before asking something 
fram the government, we, the associations, should reach a consensus"). 
Each association needs to better understand a mission, to leave Brasov and this unity 
meeting bearing a common strategy in mind, alongside a working plan to be 
implemented at once. 
UNIPAZ may be adapted to undertake a joint mission in agreement around a certain 
agreed to organizational form, which has a certain structure and give that 
organization the power to act. 



Why is it so important for the agricultural and food associations and companies to 
influence agricultural policies? If they do not, they may lose both money andor 
potential opportunities. 
Unfortunately, there is a certain level of a lack of trust between and among 
individuals and associations that may have a negative influence on any joint activity. 
UNIPAZ has to be strengthened and expanded, then eventually, it will have to 
undergo a process of reform. To adjust to new members and an expanded mission 
There is need to have a joint voice so that an association that represents the broad 
interests of food and agriculture should be able to comment and make 
recommendations regarding the drafts of bills and regulations before endorsement. 

8 The question was posed as to the criteria needed for someone to join UNIPAZ as a 
member? If we are to come together as a unified association for food and agriculture, 
there will need to be criteria developed for membership. 
When we consider a name, we should consider the association starting new, perhaps 
building on UNIPAZ. We might consider a more appropriate name than UNIPAZ. It 
should tell something about the members of the association and its mission.. 
If we reach an agreement on common goals, we shall be able to move fonvard. Of 
course, divergent opinions will exist, but often diversity makes an organization 
stronger and more far-reaching. 

There is a need to work together to develop a structure, a mission, and a working 
plan, as well as to find ways to include the individual producers in common activities 
to support the mission.. 
Transparency is very important: it is important that all within the association has a 
clear understanding of the goals and what the association is doing; and it is as 
important that those outside the association, such as the government, parliament, and 
public also understand what the association is doing. This will enhance a sense of 
trust and increase the opportunity for a greater level of power. 

Policy Discussion and Agenda Development 

In the discussion of a mission, it became clear that the participants wished to focus on 
agriculture and food policy as a primary initiative. UNIF'AZ had begun an effort to 
address policy over the past year, and other associations not affiliated with UNIF'AZ felt 
strongly about the need for a unified effort to pay primary attention to issues of policy 
and regulations. Without a doubt, participants felt that as leaders in the agriculture and 
food sectors, they were not included or used as a resource in government decision- 
making. As a result of that discussion, the following policy agenda was formulated: 

1. To review any proposed and current agricultural and food policies from the legislative 
and executive standpoints, through both formal and informal processes. 
2. To review and make recommendations relating to agricultural imports, policy 
regulations, fees, and the structures that affect Romanian agriculture and food producers 
and industries. 



3. To be involved in and make recommendations to the Structural Adjustment Program 
for Rural Agriculture (European Community SAPARD Program.) 
4. Recommend and enact an interim short-term agriculture and value-added tax cut; and 
for the association, in cooperation with a leading university or tax policy institution, 
conduct a study and make recommendations on agriculture taxes by 2002. 
5. To create within the association a reputation, the skills, and capacity that is the 
country's pre-eminent agricultural and food policy organization. 

Mission 

There was strong agreement among the participants to develop a strong mission statement 
that represents the common, shared mission of the unified association. There was 
consensus that the focus needs to be on improving the stature of Romanian food and 
agriculture, as well as provide a way to help members with their own associations. After 
some discussion, the participants agreed to the following mission: 

To support the individual members of the association; and to influence agriculture 
through knowledge, representation, and power. 

Goats 

The participants identified three goals that are critical to achieve the mission. From these 
goals will be developed a plan of work for the policy agenda and the new organization 
that will provide a guide for the future. The following goals were developed: 

To support the Parliament and Government in establishing an agriculture and food policy 
legislative framework. 

To develop agriculture and food policy for Romania. 
To become the pre-eminent and most credible agriculture and food policy organization in 

the country. 

It was also noted that as a part of these goals and the policy agenda, that additional 
specific agenda items may be brought before the membership for consideration to add to 
the agenda. For example, it may be proposed that in the future the association may 
support a recommendation for the executive and legidative government bodies to draft 
legislation relating to a "law of cooperatives." The participants recognized that there will 
need to be criteria and a process developed to bring issues to the association to include in 
the unified association agenda. Proposals from individual associations or proposals, in 
general, that have the support of the unified association will have more power. 



4 December 1999 -Saturday 

All association participants with the exception of Mr. Liciu from the General Association 
of Romanian Cattle Breeders attended. 

Slater and the participants reviewed the efforts of the previous day. Each participant 
indicated a strong desire to continue to move forward with a unified association. This 
day's task would be to begin the development of a work plan, determine if UNIPAZ 
would be used as the current organizational structure. determine a name, and consider " 
aspects of funding and sustaining the organization. 1t was noted by participants that the 
previous day's work helped reduce suspicions and there was an understanding that the 
goal and interest in UNIPAZ' current members was to form a stronger and more viable 
association. 

A representative from UNIPAZ did note that they were in the process of seeking an 
Executive Director. That person would serve at the pleasure of the new membership and 
be responsible for the day-to-day activities and work of the association. 

It was also noted that the Articles of Association of the different associations are very 
similar and that the current structure of UNIPAZ would best serve the purpose as the 
beginning structure of the new organization. In addition, it was noted that UNLPAZ also 
has a small balance of funds in its association account. 

Executive Director 
There was a discussion about the role of the Executive Director. It was noted that the 
Executive Director must be a strong individual that works closely with the members to be 
sure the mission and goals are addressed, as well as the day-to-day work is 
accomplished.. The Executive Director's role is one of support and appropriate 
leadership to the association and makes hisher job in full and active support of the 
association. 

In recognizing the key role an Executive Director can play in this unified association, Mr. 
Sabarium, from Land O'Lakes noted that Land O'Lakes would be willing to help support 
an Executive Director position with the assurance that over time, that position will 
become the responsibility of the association. He views the coming together of these 
associations into a unified association as a vital step for the future of agriculture in 
Romania. 

It was also recognized that, while there has been some progress made in hiring an 
Executive Director, there have been no interviews. It was noted that all members, not 
only the initial members of UNIPAZ, would be involved in the discussions and decisions. 
It is hoped that an Executive Director may be on the job early in 2000. 



Policy Agenda 
There were further discussions about the policy agenda. The participants re-affirmed the 
policy agenda that they developed the previous day. It will be important for those that 
lead the Policy Committee to develop a strategic work plan to address the agenda. (see 
Policy Agenda) In addition, it will also be necessary to develop criteria and a process for 
policy proposals to be brought before the association for approval or endorsement. 

The Name of the Association 
While UNIPAZ was the name of the previous association, it was noted that it is not 
adequate for the new association. Some other suggestions were made: The National 
Union for Agriculture; the Romanian Agriculture and Food Association; the Romanian 
Association for Agriculture and Food Industry; No name was selected at this time, but it 
will be important to name the association in the near future if there is to be a media 
advisory or any publicity about the new association. 

Membership Criteria 

There was discussion about whom or what type of organizations may be a member. At 
this point, it was determined that only those members who were in attendance at this 
Friday "roundtable" would qualify as a member. In the near future, membership criteria 
will be developed and be a part of consideration for any new members to the association. 

Key Working Committees and Responsibilities 

It was determined that three working committees would be created to accomplish the 
immediate work of the association. They include: Member Recruitment, Retention and 
Services; Legislative and Government Policies; and Organizational Identity, Media, and 
Public Education; The potential general roles of each committee may be as follows: 

Member Recruitment, Retention, and Services 

Develop general criteria for associations to become member 

Determine basic programs and services to be provided to members 

Develop internal policies for the retention of members, i.e. Payment of 
dues and fees and other services; arbitrating disputes and intervening to 
solve problems 

Recruiting appropriate new members that meet criteria 

Make appropriate recommendations to the Executive Director 

Legislative and Government Policies 

Create specific annual legislative agenda and strategy 

Draft, review, and recommend policy proposals to general membership 



Develop criteria for policy proposals to be brought to the association 

Recruit members in legislative efforts and keep them informed 

Make appropriate recommendations to the Executive Director 

Organizational Identity, Media, and Public Education 

Develop comprehensive "organizational identity" materials and strategy 

Be responsible, manage, and coordinate all media efforts for the 
association 

Develop and implement a public education effort to make the association 
known throughout the country and within government 

React and be active in supporting agriculture and food policy issues of 
members to the public and before government 

Make appropriate recommendations to the Executive Director 

Public Message 

It was determined that it will be very important to let the public and key policy and 
decision-makers know about this new organization. To do that will require a planned 
effort to get that attention. In addition, it is important to send the same message from all 
members. 'Twas involved in creating and am a member of the most important food and 
agriculture association created in this countly. " It is important to give a strong and 
consistent message on a day-to-day basis. 



Preliminary Work Plan 

Hire an executive - 
Develop the 
structure of the 3 
committees 

Recruitment and 

Organizational 

and Government 
Policies Committee 

Responsible I Date 
Membership & I 1 January 2000 

I 

*Iulian Balica 1 9 December 1999 
*Constantin Aureliu I 
*Adrian Iordache 
-Valenu Maier 

*Ilie Van / 9 December 1999 
*Marim Iliev j 
-Valenu Maier I 

-Traian Todea j 
-Doru Epure 1 

Lead staff for 
association I 
*Co-Chairs to 
develop work plan 
and strate 
*Co-Chairs to 
develop work plan 
and strategy L I 
*Co-Chairs to 
develop work plan 
and strategy 

Activities to Publicize New Association 

The participants determined it would be necessary to develop and implement a plan to 
publicize the new association. They identified the following activities: 

Activitv Bv When 
Name new association 12/09/99 
Issue medialpress release 1211 0199 
Prepare for press conference 
And plan event 12115-1/15/00 
Conduct event and press 
Conference 1/15/00 
Develop preliminary criteria 
For potential new members 1/5/00 
Iulian 
Recruit new members for 1/15/00 
January event and media 

Conference 
Send information mailings to 
Individual members of assoc- 
ations informing them of new 

Who's Res~onsible 
Membership 
Vali & Adrian 

Vali & Adrian 

Vali & Adrian 

Constantin & 

Iulian 
& Constantin 



unified association 
Key committees complete 
Individual work plans 
Target key organizations and 
Individuals for information 
Mailing about association 
Schedule January member 
Meeting 
Draft proposed specific 
Policy agenda for approval 

1/10/00 All members 

1/15/00 All members 

1/10/00 Marius and all members 

12/9/99 All members 

1/15/00 Ilie and Marius 

There are number of other activities that may be considered, including the development 
of an Association Directory, the development of a Web Page with links to other 
organizations, the development of a newsletter, the creation of policy papers for public 
distribution. It was also noted that more consideration need to be given to the formal 
structure, to the process of voting and making decisions, and in the development of a 
budget and plan to sustain the organization. Adjourned 14.35 until Thursday. 



ATTACHMENT B 

Activity of 
Org. and Media - Membership 
Com. 

Using new association name, 
develop logo and new letter head 
design for the association - have 
printed or copied 
Develop and print a one-page 
description of the association to 
include mission and goals, as well 
as current members to be making 
available to those who request it. 
Determine "announcement" event 
for January and identify and 
schedule location , time, budget, 
and structure 
Send targeted information letters, - 
with one-page description of new 
association to key policy and 
decision-makers that do or should 
have an interest in the new 

Responsible 

Vali and Adrian 

Adrian and Vali 

Vali and Adrian 

Adrian and Vali 

association. 
Send information and invitation to Vali and Adrian 
all individuals and organizations 
to be invited to the January event. 
Sendfax out media advisory to all Adrian and Vali 
appropriate media outlets 
apprising them of press 
conference prior to January event 

Call or fax a second reminder to Vali and Adrian 
individuals and organizations that 
are important to attend the 
January event 
Develop general criteria for Constantin and 
members of the association and Iulian 
have approved by full 
membership 
Recruit Millers and Bakers' Iulian and 
Association into membership. Constanin 
Conduct January event Adrian and Vali 
Distribute proceedings and media Vali and Adrian 

Outcome 

Develop key identity 
symbol for association 

Because it will 
change, necessary to 
get something for 
distribution 

First public 
announcement of 
association activity 
and important event 
Reminders and 
personalized letters to 
key individuals 
indicating the 
importance of new 
association 
Going public with the 
association and will 
demonstrate unity. 

1/5/99 and 
again day 
prior 

Two days 
prior to 
event 

1/5/00 

1/15/00 

DATE 
Within 5 

Media will know 
about new association, 
mission and goals and 
unity for policy 

effort to remind of 
event. Shows they are 
important 
Criteria will be the 
determining factor as ' 
to the make-up and 



release 
Regarding event to members, 
potential members and media not 
attending 
Develop brochure and directory 
of members 

Through survey and interviews, 
determine member services that 
should be developed over next 18 
months 
Recruit Grain Oil Association into 
membership 
Propose 1 or 2 additional services 
with projected budget to 

Adrian and Vali 

Constantin and 
Iulien 

Iulien and 
Constantin 
Constantin and 
Iulien 

days of 
event 

1/31/00 

3/1/00 

3/15/00 

4/15/00 

membership 
Make recommendation of Iulien and 611 5/00 
potential additional categories of Constantin 
membership; such as associate or 

people are reminded 
of the new unified 
association 

By now, better 
materials should be 
developed 
Mission also is to help 
members-need to 
know services needed 

Need another strong 
member in association 
Go slowly-propose 
appropriate services 

To sustain association, 
find others who may 
be willing to support, 

sponsoring but not vote 



Activity1 Legtipolicy 
Using the Policy Agenda Goals, 
develop detailed agenda of 
proposed work for the next year. 

Identify 8-10 key policy and 
decision-makers in government and 
parliament and meet to explain new 
association and goals 
Monitor current Ministry efforts on 
regulations relating to inter- 
professional associations 

Have detailed policy agenda 
approved by membership 

Develop criteria and procedures for 
individual members to bring policy 
proposals forward for approval by 
membership and for endorsement 

Have this criteria and procedures 
approved by membership 

Develop specific formal proposal 
for new or review proposed 
language for the association to 
review policies and procedures 
proposed by the government 
Publishlprint detailed policy 
pr~posai for public consurn&on 

Distribute to all members 
Send to other associations that 
may have similar interests 
Conduct effort through media of 
presenting to public the public 
advantages of policy agenda 

Write letters to key Ministry and 
Parliament members 

Letters from regions to local 

ATTACHMEN 
VI. Respon 

sible 
Ilie Van & 
Marius Iliev & 
Committee 

Marius and Ilie 
van & 
Committee 

IlieVan and 
Marius Iliev & 
Committee 

Marius Iliev & 
Ilie Van & 
Comm 
Committee and 
co-chairs 

Committee & 
Membership 

Marius and Ilie 
and Committee 

Ilie and Marius 
and Committee 

Ilie & Marius 
& Adrian & 
Vali 

Marius & Ilie 
and 
Association - 

key representatives members 
Letters to leadership at both 
levels 

C 

( membership 
2/29/00 These criteria will 

By when 

1/20/00 

2/25/00 

Ongoing 

113 1/00 

help guide decisions , and strengthen 
messages and 
identity of assoc. 

3/20/00 Always approve 
such criteria by 

Outcome 

A written, detailed 
and comprehensive 
agenda to use as 
guide for year 
Engage supporters 
and give them 
opportunity to know 
and support 
Need to track 
changes in law to 
assure any changes 
benefit us 
Always approve 
agenda by 

membership 
3/20/00 This will help set 

the agenda, rather 
than react-important 
to become resource 

This publication 
formalizes and 
makes the agenda 1 

legitimate in the i 
eyes of key people 
and the public. 
Important for 
organizational 1 i 

identity also. I 
i 

Another effort to 
push policy agenda 
in front of key 
individuals and 
organizations. 

I 
1 



Meetings with key leaders and - 
providing detailed agenda 

Plan a public event about the 
concem and effect of the VAT 
import tax on agriculture and the 
public 
Invite members and many others 
that are affected or interested to the 
event and publicize 

Include invitations to 
Parliament and Ministry 
Media and activists 

Begin negotiations and proposal to 
University to conduct tax policy 
study 
Develop short "position paper" or 
monograph outlining tax policy 
proposal of association and general 
benefits 

Ilie & Marjus 
& Vali & 
Adrian 

Marius and Ilie 
& Adrian & 
Vali 

Ilie & Marius 

Marius & Ilie 

Vali & Adrian 

and demonstrate 

about the 
association and 
about the agenda, 
the stronger 
resource the 
association 
becomes. More 

I identity. 
6/15/00 1 Need to identify 1 credible partner 

association specific 
point of view 

811-9/1/00 1 All need to know 



ATTACHMENT D 

Organizational Meeting 
Of 

Unified Agriculture and Food Association 
Formerly known as UNIPAZ 

DRAFT Agenda 

1300 -Working Lunch 

Temporary Moderator - Tom Slater 
(Slater will moderate this working session that will address issues resulting from initial 
meeting the previous weekend) 

Review and approval of First Organizational Meeting Summary 
Discussion and make decision on "name" of the association 
Review of UNIPAZ structure by members, discussion, adoption 
Discussion of progress of hiring an Executive Director 
0 Status and job description; role of executive director 

Location of office of association 
Clarifying partnership between association and Land O'Lakes 

Discussion of any UNIPAZ assets and resources to new association 
Review of draft of expanded work plans 
0 Organizational Identity and Media 

Member Recruitment and Services 
0 Legislation and Policy 
Sustaining the organization in the hture 
Discussion concerning event planned for January announcement 
Scheduling of the January meeting of the Association 

Who is responsible to call meeting? 
Who will develop agenda? 

Develop "Master" Schedule of meetings 
January - December 

Adjourn - 15:OO 



ATTACHMENT 

REDUCTION OF V.A.T. FOR BASIC FOOD PRODUCTS 

- SUMMARY- 

UNlPAA elaborated, with the support of Land O'Lakes, a detailed analyze of the VAT 
increase effects starting January 2000 and, on the other side, the impacts of a potential 
VAT reduction for the same products. 

In January 2000 the Romanian Government's decision established one standard VAT 
quota (19%) for all products on the market. VAT quota for the food products increased 
from 11% (even 9% for milk) up to 19%. This change had a serious impact in increasing 
the prices with more than 8%, which led to a severe decrease of sales for these categories 
of products. 

Effects of increasine VAT from 11% to 19% 

Producer's level: 

- Reduction of sales for meat and meat products in October 2000 at 71% for pork meat, 
68% for beef, 95% for poultry and 86% for meat products; 

- Increased of unused production capacities; 

- Reduction of labor force by 20-25%; 

- Decrease in competitiveness against the subsidized imports. 

Consumer's level: 

- Decrease of annual consumption (October 199910ctober 2000) for meat and meat 
products 

- From 18kg to 12kg for pork meat 

- From 3.25kg to 2.4kg for beef 
- From 5.2kg to 4.9kg for poultry meat 

- From 12kg to lOkg for meat products 

- Increased consumption of inferior quality products 

Budget level: 

- Reduction of estimated income from VAT by 15-20%, as a result of sales reduction; 

- Increase of the budgetary funds allocated to unemployment and re-qualification; 

- Loss of estimated budgetary income representing social contributions as a result of 
the 20-25% decrease of the labor force within the meat sector. 

Macroeconomic level: 

- Reduction of VAT within the agricultural sector by 8% during the first 9 months of 
2000, compared with the same period of 1999 (from 58.494 billion Lei to 54.926 
billion Lei); 



- 15-20% decrease of agricultural products; 

- Decrease of the turnover obtained from detail sales of food products by 13% 
(January-September 1999/2000); 

- Increase of food products imports as a result of the price increase for domestic food 
products; 

- Extension of the "underground economy" within the agricultural sector. 

Im~acts of VAT reduction 

There must be considerate two scenarios: 

1. Maintain production prices and decrease sale prices 

2. Increase production price and maintain sale price 

At macroeconomic level, the reduction of VAT doesn't mean the reduction of the 
budgetary income, but another distribution of these incomes on other sources: 

- Increase of VAT from subsidiary activities as result of sales increase (transportation, 
packaging) as well as from investments (new equipment, technology); 

- Increase of tax on profits by 8-12% on short term and 13-22% on medium term; 

- Increase of tax on salaries as a result of employment increase; 

- New contributions to social and health insurance. 

Conclusion: taking into consideration both the effects of increasing VAT, but most of all 
the potential effects of reducing VAT, UNIPAA made a detailed analyses and a 
recommendation to the Romanian Government and Ministry of Food and Agriculture to 
introduce legislative measures for reducing VAT from 19% to 5-10% for basic food 
products: meat and meat products, eggs, milk, bread, sugar, edible oil and potatoes. 

The Romanian Prime Minister announced a possible reduction of VAT for basic food 
products by the end of 2001. 
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List of Dairy Companies Assisted 



LIST OF DAIRY PROCESSORS ASSISTED 

I I I I 
DELACO lcomaniciu Tudor 1094532901, 1(068)472324, I~tr.Cpt.1lie Birt nr.19, Brasov, 2200, Judet Brasov, 

I I I I 

. . 

](068)472324 1(068)417441 (ROMANIA 
DORNA LACTATE l~ilivas Benoni 1(030)375164, 1(030)375335, l ~ t r . ~ e ~ u b l i c i i  m.42, Vatra Dornei, 5975, Judet Suceava, 

Fax Phone Company Name Adresa / Address Contacts 

BOMILACT (066)172214 

- .. 
EUROLAT 

FIVE CONTINENTS 
TRADING CO. 1993 
LACTA GIURGIU 

nr.119, Madarasi, Judet Harghita, ROMANIA Bogacs Carol 

(01)2111416 

I I 

((046)210265, l~tr.~loriei 'nr.2 , Giurgiu, 8375, Judet Giurgiu, ROMANIA 

(066)172214 

Pop Liviu 

Florea Vasile 

Radulescu Paul 

ROMANIA 

(01)2307699 

(030)375165, 
(030)375 166, 
(01)2111415 
(062)218816, 
(O62)21882O 

(01)2300894, 
(01)6797323 
(046)210225 

Str.Victoriei m.73, Baia Mare, 4800, Judet Maramures, 
ROMANIA 

Str.Finlanda &.I 1: sector 1, Bucuresti, 71212, ROMANIA 

I l~odor  Liviu, Cazan l(064')419003 ((064)413856 Icluj, ROMANIA 

, . 
1(046)222245 

- 

-- 
NAPOLACT l~arboan Vasile, 1(064)413858, )(064)413855, l ~ d . 2 1  Decembrie 1989 m.95-97, Cluj-Napoca, 3400, Judet 

NUTRILACT / 
COMBGORJ 1 
~ O L A  

(053)226483, 
(053)226330 

Hrab Dorica, Hazi 
Florentina 

Str.Ciocarlau nr.7, Tg Jiu, 1400, Judet Gorj, ROMANIA 

Marinoiu Eugen 

. 

(03 1)s 14724 

(044)15 1341 (044)111653 Sos.Vestului nr.1, ~loiesti;2200, Judet Prahova, ROMANIA 

-- 
(03 1)5 14724 Str.Manolesti Deal nr.3, Botosani, 6800, Judet Botosani, 

ROMANIA 



nr.340, Darjiu, 4196, Judet Harghita, ROMANIA 

Bd.Closca nr.90, Satu Mare, 3900, Judet Satu Mare, 
ROMANIA 
Rasca, Judet Hunedoara, ROMANIA 

Str.Biserica Amzei n1.5, et.2, ap.4, sector 1, Bucuresti, 70172, 

THEREZIA PRODCOM 

TIGRIS I ALMAROM 

RAMOCSA IMPEX 

SOMESANA I 
FRIESLAND 
SORILACT 

STEROCHEM 

I I I I 

(066)215088, 
(066)216313, 
094564361, 
09233 1296 
(061)721175, 
094540127 
094561898, 
094628044 
(01)3120764, 

Katona Piroska 

Gatina Sever 

Rascuta Sorin 

Steriu Valeriu 

va ha Marton 

~ h e r ~ h i n a  Ioan 

TURDALACT 
*. 

(066)216313 

(061)769733 

(054)655754 

(01)3120764, 

TRAIAN ONE IMPEX I 
EUROCHEESE 

(01 j3iio225 
(065)167391, 
095601321 -- 

(048)668540, 
095 129696 

(01)3 100701 

Muresan Emil, 
Ghirca Sanda 

Complex Agroalimentar Unirea, Corp B, Bucuresti, 73221, 
ROMANIA 

Tura Ada-Victoria 

(01j3110225 
(065)167391 
~ -. 

(048)668540, 
095739690 

(01)3127205, 
(01)3100701 

(064)312290, 
(064)3 12294 

ROMANIA 
Str.Mare nr.404, Panet, 4327, Judet Mures, ROMANIA 

Str.Blocurilor nr.18, Topoloveni, 0347, Judet Arges, 
ROMANIA 

(064)312290, 
(064)3 12294 

Calea Victoriei nr.3-5, Turda, 3350, Judet Cluj, ROMANIA 



Table 1 
ENVIRONMENTAL 
ANALYSES 

DELACO X X X X X X X X 
DORNA X X X X X X 

TA (NEW 
CLIENTS I 
SUPPLIERS) 

X 

TA 
(INVEST- 
MENT) 

MARKET 
REPORTS 

3RD 
COUNT 
RY 
TRAI- 
NINGS 

NPDTA 

X 

PARTICIPANTS 
INLOL 
E W N X  

MOU 
with 
SWO 
T 

CUSTOMERS 

BOMILACT 

USTs MEMO- 
RANDUMS 
OFUNDER- 
STANDING 

(MOUs) 
X 
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The project at a glance ... 

The fifteen-month Forage Improvement project conducted by Cooperative Resources International under 
sub-agreement with Land O'Lakes Romania is a qualified success. With a primary objective of introducing 
new alfalfa varieties to increase raw milk production and improve producer profitability, CRI hurdled 
substantial obstacles to demonstrate a marked improvement in dairy production efficiency. Working with a 
core group of thirteen farmers from throughout Romania, this project posted the following achievements: 

Provided over 50 days in individual consultant work for key participants in production management, 
alfalfa production, harvest and management, and milk quality management; 

Conducted over 50 days in farmer training through an extensive public seminar series in alfalfa 
production and forage management, milk quality management, and dairy herd health and 
reproduction management reaching nearly 200 area farmers, extension workers, and Ministry of 
Agriculture County field technicians; 

Developed test plot demonstration site of improved alfalfa varieties with these results: 
o 32% increase in forage yield; 
o 200% increase in pounds of protein harvested per hectare; 
o 44% reduction in fiber levels: 

32% increase in forage yield and 200% increase in pounds of protein harvested per hectare are 
with no increase in production inputs; 

Increased protein levels could reduce protein supplement feed costs by $1 .I7 per cow per day: 
o With nearly 1,000 cows enrolled in the project, feed cost reductions total $1,170 per day or 

$427,050 per year in project herds alone; 

Created effective demand for new alfalfa varieties and harvest equipment, by enabling 
participating farmers to derive the necessary income to finance improvement investments; 

Participating producers sustained daily milk production while facing a severe drought, challenging 
anticipated production shortfalls of 30 to 40 percent. 

"That's the man you have to build up," said President Franklin D. Roosevelt at the height of the Great 
Depression, "-the farrner."Our urgent objective was to revitalize the purchasing power of rural Romania, 
to stimulate capital formation to drive consumption, and to squeeze capital out of the land and proprietor. 
Agriculture is 23% of GDP while 36.5% of Romania's population is engaged in agriculture, further 
magnifying the scope of this impact. Romania's per capita GDP is $3,900. This means that every 20 cows 
realizing an increased profitability of $200 employs one more worker out of i ts l l% unemployed, or doubles 
the income of workers already in the market, all through increased investment by dairy producers. 
Traditionally tax adverse, dairy producers are motivated by tax schemes perpetuating expenditures. The 
positive impact is the nature of these expenditures - again shifted from operational to capital 
improvements. This project delivered empowerment to Romania's single largest sector in consuming 
capital goods - investment, modernization, and mechanization are on the move. 



Executive Summary 
-- 

Begun in January 2000 the forage improvement initiative in Romania was conducted by Cooperative 
Resources International (CRI) under sub-agreement with Land O'Lakes Inc. This 15month project was to 
design and implement activities that would demonstrate: 

1) The value of high quality forages in the dairy cow's diet, 
2) Proper harvesting and storage techniques, and 
3) Cultural practices that will enhance the feed value for farmers around 2 milk cooperatives 

participating in the Land O'Lakes Romania project. 

The expected results of these activities would be: 

New improved varieties of alfalfa combined with improved harvesting techniques resulting in a 
minimum of 10% yield increase; 
Improved raw milk output and quality by 15%; 
Reduction in somatic cell counts by a minimum of 15%; 
Protein in forage increased by 15%; 
Fiber levels (non-digestible component) decreased by 20%; 
Higher demands for improved forage harvesting equipment; 
Increased market demand for high quality forage seeds. 

Land O'Lakes Romania's positive impacts in dairy processing, packaging, and marketing with emerging 
cooperative and commercial processors illuminated underlying market failures-the quantity, quality, and 
consistency of raw fluid milk supply. The processor's disparate search for raw product leads invariably to 
the more than century old problem of East European production agriculture, the inefficient fuel of its draft 
power and even the impotence of its mounted cavalries-fodder production. 

The cow converts the proteins, carbohydrates, and calcium found in fodder into animal proteins, fats, and 
calcium accessible for human digestion in the form of either milk or meat; how efficiently the cow effects 
this conversion is a function of breed and genetic potential. The nutrient components available in milk 
begin with the nutrient composition existing in feedstuffs. Soviet agricultural policy stressed cereal grain 
production with the straw the main staple of livestock production. The livestock sectors were doomed to 
subsist on the refuse and by-products of food production and to graze upon fallow fields, hillsides to steep 
for the plow, and the public roadside. 

Green weeds low in nutrient composition affect not only taste but also raw product versatility. Composition 
limits the diversification of the product line and reduces product yields. Low yields affect processor 
profitability and sustainability. Limited product diversification determines processor competitiveness and 
market share. Raw milk comoosition combined with nutrition deficiencies in cow diets lead to susceptibility 
to infection, disease, and rapid degradation of milk integrity all reducing product shelf life. 

With raw milk supplies low in quality and quantity, processors operating at below capacity and 
insurmountable difficulties in diversification and shelf life, the appropriate intervention was forage 
improvement. The question is why market forces failed to spur increases in the raw supply-and that is an 
issue as old the soviet experiment-the expansive breach between rural and urban markets. 



Background 

The overarching goal of this project under sub-agreement was to increase the quantity and improve the 
quality of the raw fluid milk supply. The real challenge however, is the reconciliation and integration of rural 
and urban sectors-f producers and processors. Improving and increasing raw production with the 
introduction of alfalfa is straightforward and patently obvious. Making this production materialize and 
delivering that production to processing is the quagmire of economic transition amidst historical 
antagonists. 

Crosscutting proposals proposing linkages between producers and processors are victim of the totality and 
universality myth of political revolution-workers and peasants united in throwing off the old order and the 
monarchy had no constituency. Revolutions and civil war occur at the precise moment in time when the 
industrial urban center and populace equal or exceed the agrarian populace in either demographics or 
share of GNP. The rural-urban dichotomy of revolution is inherent in the doctrine; even Marx assailed the 
rural peasantry in his manifesto as enemies of the revolution. 

The Parisian Commune of 1794 failed when starved into collapse. Metropolitan French marched on the 
Bastille as desperate means to an end-seeking weapons to seize food. Napoleon's troops butchered 
more than 30,000 rural French peasants "in defense of the revolution" lest they dare starve the urban 
rebellion as they had the commune. Stalin's man-made famines killed 3 to 4 million peasants, while an 
estimated 2 million died in forced collectivization or marching to gulags. At the hejght of the 1932-33 Soviet 
famines, Stalin still exported grain to central Europe. The producer farmer has suffered verbosely in liberal 
revolution to be schooled in subjugation on deliverables and the needs of processing. 

The pivotal moment in Soviet agricultural policy was in the debate between Rightist Opposition member 
and statistician Nikolai Bukharin and the leftist hard-liner Trotsky. Fearing a repeat of the Parisian 
Commune, Stalin put it to key advisors to solve Marx's peasant question. Bukharin proposed that industry 
be directed to manufacture consumer goods for rural domestic markets. With the availability of 
manufactured goods, peasants would be more productive as they could market surplus production in 
exchange for manufactured goods. 

Trotsky proposed heavy taxation and low commodity prices. With low prices, peasants would have to 
generate larger surpluses to pay taxes. Industry meanwhile would focus on defense and manufactured 
goods for export; the latter the means to acquiring foreign capital. Stalin would back Trotsky and the die 
was cast for Soviet agricultural underproduction. When surpluses failed to materialize, Trotsky proposed 
the grain monopoly-production would be delivered to centralized govemment depots for processing and 
distribution; storing was hoarding--petty bourgeoisie kulaks withholding food to drive up prices. 

By the 1970's the Soviet Union was a net-importer of grain, relying increasingly on the back-yard garden 
with 50% of its food produced on 3% of its arable land. To the soviet economist, food was a nafural 
resource to be mined through subjugation, fuel for workers reaped by bureaucrats to stoke the urban 
industrial engine, an input likened to iron ore and coal. With surplus food production turned into cash, the 
farmers quickly found no consumer goods to purchase with their capital, only taxes to pay. As surpluses 
dried up, factories where either pilfered for direct barter between workers and peasants or plant output fell 
by as much as 80% as workers labored increasingly to fashion black market wares for the 'bagger" food 
trade where flour was the gold standard. Trade continued and the government was out of the loop. 



The legacy of revolution and collectivization offers several obstacles to this project. First is the disincentive 
of excessive taxation on profits. Farmers are less motivated to increase production due to low net returns. 
Taxation remains an economic cornerstone designed to perpetuate surpluses despite its more than 71)-year 
backfire on central planning. Second is the issue of clear title. Alfalfa is a perennial with stands both 
profitable and viable at least five years in duration. Farmers without clear title are appreciably reluctant to 
make such capital investments and improvements on available land. 

Compounding taxation, the lack of consumer goods to absorb additional disposable income is an equally 
limiting factor. The course of economic transition has exacerbated industry's export orientation. The rural 
consumer market remains largely unrealized and undeveloped. Money is not the ultimate incentive of 
increasing output, but instead the goods and services that can be procured with additional monetary gains. 
If money is our carrot in stimulating Romania's raw agricultural output, we have no carrot at all. Income not 
reinvested as capital improvements or operational expenditures is heavily taxed-farmers need capital and 
consumer goods into which to rollover income without escalating inflation. 

The Soviet grain monopoly and armed seizure of raw production has proven alfalfa's greatest challenge. 
Due to centralized government storage depots, there has been no technology adaptation of on-farm or on- 
site storage. While collective farms utilize open bunker silos for ensilaging feed, this method is prone to 
excessive spoilage with waste increasing exponentially as farm size decreases. Romania has no working 
tradition of forage or grain farm storage. In producing alfalfa for dairy production, storage is not merely a 
preparatory function, but an essential part of the process. Making alfalfa silage is the process of 
fermentation, making plant proteins and carbohydrates more accessible to the cow's digestion system, 
thereby increasing milk production and improving cow health. The open bunkers simulate decomposition, 
like composting. To realize the full impact of alfalfa, producers need to adapt technology in limited or zero 
oxygen storage methods. 

Finally there is the informal sector or direct farm-gate sales, which circumvent the processor. The tax 
regime and lack of consumer goods has driven much of the raw agricultural output into the informal sector. 
The informal market price of raw milk sets the consumer price and most processors cannot compete with 
value added product. Farmers engaging in direct informal sales are attempting to avoid taxation, access 
black market consumer goods, and limit the impact of inflation with daily sales. 

These are the challenges facing CRI, Land O'Lakes and the forage improvement project. Producer- 
farmers were well versed in the quality needs of processors, but antagonistic to processor objectives. 
Legal uncertainties of title and rights, taxation, inflation, and the availability of capital and consumer goods 
all bridle the implementation of project innovations and objectives. Adherence to project tenets promised 
new levels of income-but income did not promise consumption, only taxation. Income did not guarantee 
access to consumer or capital goods, land security, or technology to manage the harvest. Increased 
incomes contained inherent problems of income disposal. 

Ostensibly, embracing these concepts could also be used to sustain current production levels while 
reducing producer costs. Even this approach generates issues of income disposal as farmers eliminate 
expenditure deductions and real income rises, increasing taxable income. In summation of the economic 
short run, processors had everything to gain and producers perceived themselves to net little--and 
perception is everything. They remain the hoarding peasants; the petty bourgeoisie denied reciprocal 
trade, and the processor the new central planning authority. 



Narrative 

Activities 

A total of six trips were made to Romania, five for technical assistance and one for evaluation and 
administration, with each trip averaging 21 days. Project personnel in consultation with Land O'Lakes 
Romania personnel selected 13 project farms to participate in the project, attempting to ensure that these 
farms were distributed throughout the country. 

Under contract with CRI, consultant Lindell Whitelock conducted the five technical visits to Romania to work 
with project participants and area producers. Mr. Whitelock conducted training seminars, the development 
and analysis of a test plot, alfalfa planting and harvesting demonstrations, and feeding program 
development. CRI International Development Manager John Runge with the assistance of AgSource 
Computer Specialist Gordon Hartmann conducted production analysis and project impact assessment. 

The following producers are direct project participants: 

The Potato Research Institute, Brasov, Brasov County, Fundaturii streeet nr 2, 
Manager: Draica Conastantin; Processing plant: Prodlacta Brasov; 
Agroindustriala Risnov, Risnov, Brasov County, Cimpului street nr 2, 
Manager: Lonita Loan; Processor: (Changing processor): 
Darimex Agroprodex, Arad, Arad County, Cameliei street nr 1-3, 
Managerial team: Violeta Ilie, Nicolae Cincea, Ganta loan; 
Processor: Belcar; 
Combinatul Agroindustrial Curtici, Curtici, Arad County, Revolutiei street 33, 
Manager: Musca Dumitru; Processor: Private (Farm owned); 
"Mures" Research Institute, for Dairy Cattle Breeding, Arad, Arad County, 
Calea Bodrogului, nr 32 
S.C.A. Utvinis, Ferma Vladilact, Vladimirescu, 2915 Arad County, 
Manager: Traian Salajeanu, Processor: Silmar (St. Ana, Arad County); 
S.C.Agroindaf S.A., Afumati, llfov County, Eng. Manea Adrian; 
Processors: Danone and Vranlact; 
Agroindustriala Pantelimon, Pantelimon, llfov County, Manager Petcu Mihai 
S.C. Prod Agro, Borcea, Calarasi County, Dmmul Baraganului, 
Owner: Manea Man, Processor: Five Continents; 
S.C. Vera Ripan, Vatra-Dornei, Suceava County, V. Deac street, nr 2, 
Owner: Loan Ripan; Processor: Private (Farm owned); 
S.C. Agrospicul, Dorohoi, Botosani County, in Lisna (village), 
Owner S U N ~ ~ U  Dan, Processor: Prolacom (Botosani) 
S.C National, Ferma Cucorani, Cucorani (village), Botosani County, 
Owner: Dutca Vasile, Manager: lacobencu Viorica, Processor: Private (Faml owned); 
S.C. Cozinda, Gorbanesti, Botosani County, Owner: Marocico Viorel, 
Processor: Private plant under construction. 

Neighboring farmer-producers were contacted in the course of scheduled activities. 



Seminar Series 

The technical assistance and training regiment was formulated around key participants. In each of the 
cities or villages of the 13 participants, central seminars were conducted. These seminars were open to the 
public, attended by area farmers, agribusiness professionals, and local or "county" agricultural ministry 
representatives and officials. Seminars were designed to demonstrate project objectives. 

1) Feeding Dain, Cows: This seminar dealt primarily with first the dietary and nutritional needs 
of the dairy cow and second with the economics of feeding dairy cows. The seminar suggests 
the attainable production levels given the stage of lactation and maturity. This seminar is first 
in sequence to enable project consultant Lindell Whitelock to begin immediately working with 
project participants in formulating feed programs with existing feed supplies and available 
commodities. 

2) Foraqe Management: This seminar dealt with proper planting, harvesting, and feeding of 
quality alfalfa and forages. Stressing harvesting at the proper maturity to maximize nutrients, 
this seminar deals with "zerocost" inputs or management techniques which best effect 
im~roved oroduction and dairv cow health without incurrina anv additional costs. " ,  

3)  asi it is control and Milk duality: This seminar dealt primarily with controlling and limiting 
the economic impacts of mastitis on the dairy cowherd. Stressing proper nutrition, 
environment, and milking procedure, farmers were schooled in the unseen severity of 
contamination within the their herd, methods of detection, sources of infections, and possible 
treatments. Most importantly in this seminar was highlighting daily production loss for 
incremental increases in the somatic cell counts. 

At the conclusion of each seminar there were time for questions and answers as well as discussions 
between key participants, consultant, and attending farmers. These opportunities were utilized for the 
participants to relate to neighbors and professionals in attendance their personal experiences or 
"testimonial" in implementing project themes and objectives. Seminar participation was substantial and 
enthusiastic. Producers related their concerns with the economic and ecological viability of alfalfa, the 
availability and use of pharmaceuticals to arrest mastitis, and most importantly current production levels. 
Seminar participants expressed strong familiarity with many of the concepts, mostly as a direct result of 
previous foreign interventions, such as Dutch dairy initiatives. Agricultural professionals and administrators 
offered some contesting viewpoints. While professionals stressed limitations in supporting goods and 
services, local administrators at times launched out-right challenges of information and training 
disseminated. Both consultant and participants found this particularly useful, as it brought entrenched 
theories into the open for meaningful reflection and debate. 

The use of grain-straw, for example, was tenaciously defended in heavy grain producing centers as more 
economically feasible than producing alfalfa. Additionally, more traditional grasses were defended on the 
basis of their higher yields per acre. With these objections aired, they could be properly dealt with. In both 
cases of straw and grasses as the primary source of fodder, producers were introduced to the feed 
evaluation concepts of Acid Detergent Fiber (ADF) and Neutral Detergent Fiber (NDF). With NDF higher in 
straw and grass, these sources greatly limit intake, thereby limiting production potential. The deep concern 
of local agricultural administrators is to preserve by-product markets for grain production, thereby 
subsidizing grain production. If farmers producing grain can improve receipts by marketing straw for feed, 
they can bear lower grain prices. 



On-Site Consultations 

During the duration of each trip, primary project participants each received one day of on-site consultant 
work. Project consultant Lindell Whitelock visited with farm owners andlor managers to promote project 
objectives. Of specific note is the primary and specific limitation that this project suffered during on-site 
consultancy work. Due to the increasing biosecurity measures and health protocols, and mounting 
concerns within the whole of Europe due the potential spread of hoof and mouth disease, project personnel 
avoided immediate and direct contact with livestock. This obstacle severely impacted project objectives in 
positively effecting milk quality. While seminar presentations stressed proper milking procedures, milk 
handling, and animal health maintenance, the project lacked practical observations and assessments in 
milking procedures. Direct observation of procedure is a valuable tool of assessment, evaluation, and 
encouraging alterations, but was neither feasible nor practical in these circumstances. 

The primary purpose of the on-site consultations was devoted to formulating crop production and harvest 
strategies and the development of feeding programs. Farmers were guided through a detailed examination 
of their production goals and production potential. 

Current production levels were established to determine viable production goals. 
Basic assessment of forage production capacity. Producers were given to examine crop 
production and supplement commodities available. This process enabled producers to calculate 
forage needs, develop land allocations to alfalfa and silages, and analyze quarterly and annual 
feed costs. 
Formulate rations based on production goals, current feed production and stocks, and incorporate 
improved forages. Ration formulation was a practical exercise in seminar presentations as owners 
and managers saw the definitive impacts of poor quality forages in both lost production and 
supplemental feed costs. 
Provide instruction and demonstration on proper planting and harvesting routines and procedures. 
Plant development can vary dramatically from various localities and weather influences. 
Halvesting of alfalfa is based largely on the plant's physical development. Also worked with 
farmers in the proper methods of effecting storage conducive to improving cow digestion, 
nutritional absorpfion and intakes. 
Finally collect feed samples and report to farmers the results of nutrient analysis. Samples were 
shipped to CRI AgSource Soil and Forage labs in Bonduel, Wisconsin and returned to the 
participants. These samples were used in calculating rations and formulating a forage production 
and feeding program. 

In the intervening time project periods between consultant visits, local project assistant Comelia Virgolici 
made routine follow-up visitations to primary project participants. In these interim meetings, Ms. Virgolici 
would entertain farmer concerns or implementation obstacles, the effectiveness of rations and devised 
feeding programs. Participant comments would be relayed and addressed, making routine and necessary 
adjustments in feeding programs and forage production. This essential feedback would further insure a 
quality program in the subsequent consultant visits and seminar series. Routine project contact was critical 
in discouraging deviation from project objects and innovations. Results in dairy production are not 
immediate and require consistent and diligent adherence. 



Test Plot 

Much of the training and consultation provided in this project directly contradicted Romania extension and 
Agriculture Ministry work in dairy sciences. An economy and society steeped in theory, promises, and 
experimentation of insufferable magnitude is rightfully cynical and duly skeptical of even the resultsdriven 
western development agents and contractors. Neo-snake oil computer models replete with unfamiliar and 
novel axioms-an entirely new nutrient evaluation paradigm, often ovelwhelmed the inundated producers. 
To adequately demonstrate the development of alfalfa and contrast it with domestic legume and grass 
varieties, a test plot was essential in meeting the requirements of this project. 

The alfalfa test plot with a total of nine (9) varieties was established at and with the cooperation of the 
Potato Research Institute at Brasov, Romania. The table below shows the results of the test plot. 

Date of Planting: 
Date or Emergence 
Date of Harvest: 

Variety 

Diane 
Rebound 
FG6R87 
FG5A90 
FG6M71 
FG6M92 
FG5S52 
FG5S53 
FG5S59 

Average 

Farm Sample Results 

11 April. 2000 
24 April, 2000 
23 June. 2000 

Yield 
DMlHA 

I894 
1813 
1881 
1881 
2000 
1750 
1950 
2050 
2094 

1923.7 

Relative 
Production 

100% 
95.70% 
99.3% 
99.3% 
105.6% 
92.4% 
103.0% 
108.3% 
1 10.6% 

Protein 

22.8% 
22.9% 
20.3% 
23.5% 
23.1% 
22.1% 
21.7% 
22.0% 
23.0% 

22.4% 

18.6% 

ADF 

30.6% 
31.9% 
32.9% 
32.0% 
28.5% 
30.4% 
32.4% 
29.9% 
30.5% 

31 .O% 

34.8% 

NDF 

35.6% 
36.4% 
40.4% 
38.5% 
37.0% 
38.0% 
42.4% 
41.9% 
39.2% 

38.8% 

43.2% 

R F V  DMI" 

The results were essential in proving 1) the viability of a variety of alfalfa plants in Romania, and 2) in 
contrasting the nutrient value of domestic varieties. Consultant Lindell Whitelock collected numerous 
samples from participating producers to establish both a base line under current management and normal 
conditions and could then compare those with the test plot conducted in Romania. 

It is worth noting that this demonstration plot was developed 
during the severe drought throughout Romania. With forages 
increasingly in short supply, the viability of alfalfa was evident 
in its growth and yield. 

Field demonstrations and field days are an important tool in showing 
farmers what they can expect fmm new products under condtions similar 
to their farm. Even though the weather was dry and the cmp should have 
had much more growth, the American varieties were much healthier and 
were showing more signs of growth than the local variety. Seeing is 
believing and that is what these fanners are doing. 



Milk Production Analysis 

This project provided a computer and the Uniform Dairy Enterprise production analysis software. This 
exercise revealed much about the polarizing antagonism between producer and planner. Farms are 
routinely visited, nearly once each month by county technicians whom rewrd and report individual cow 
status and milk production. Their function is to collect data for the agricultural ministry, enabling economic 
projections and statistical analysis. If producers are fortunate, they will receive a copy of test day 
production within one or two months following that technician's visit. The data returned to the producer is 
merely a list of individual cow's test day production with no economic analysis. 

While it is the technician's duty to collect information for the government, it appears the farmer's duty to 
mislead the govemment. The data recorded and returned has no value to the producer, and therefore they 
are quite willing to obfuscate production monitoring. In short and with necessary bluntness, producers are 
prone to understating production and actual production animal inventories-primarily for purposes of tax 
evasion. Tax evasion is a stubborn antic among producers as a matter of both suivival and pr inc ipahn 
survival because taxes on profits remain exorbitant and on principal because of the disproportionate 
redistribution of tax revenues in public spending. 

It is this key and central issue which dispels the credit and capital myth of developing economies. Interest 
rates are a function of the availability of venture capital in an immediate market-supply and demand. Rate 
variations experienced between markets are an indication of market information: what is the venture 
serviced by loanable funds, what is the expected rate of return, what is the production costs, the profit 
margin, and collateral assets. Venture capital is not available because information is not available. The 
county technician or "controller" is attempting ascertain market supply and industry output, not efficiency or 
productivity. 

Producers expressed dire fear of information disclosures finding their way into govemment reports. 
Farmers would then refer project personnel to the county oftice for production information, compounding 
inaccuracies. The county oftices were less than forthcoming as the production data was the property of the 
state and not the producers. In the US. system, producer cooperatives perform commercial production 
analysis and provide blind, aggregate production reporting to the Department of Agriculture. Privatization 
of milk production reporting and analysis would do much to open credit markets and enable increased 
productivity. 

While the production data obtained was compiled and analyzed, it was nonetheless corrupted for 
government consumption. Despite the fact that the data failed to truly and adequately capture the dairy 
sector's performance, it was an essential activity and successful exercise. The analysis performed on the 
available data demonstrated to producers and farmers the value of the information generated. In working 
with key project participants, project personnel were able to effect demand among daiv producers for 
useful information and analysis of their dairy operations. While the seminar series offered common 
benchmarks for profits, the analysis steered them ever closer towards rational firm behavior. Like the 
alfalfa test plots, the milk production recording and analysis offered a glimpse of what was possible and 
what they should expect from a dairy support sector. 

Producers need information to make effective management decisions. That information would do much to 
reduce interest rates and draw in the venture capital necessary for the dairy sector's development. 



Results and Impacts 

Forage Production 

The project goal in forage production was to realize a 10% increase in yield through the introduction of 
improved varieties and improved harvesting techniques. This goal is particularly ambitious and certainly 
attainable, though challenging to quantify. While mired in endemic impediments to progress, we should 
first appreciate the limitations of both project and practice precluding immediate implementation of 
innovative harvesting techniques and introduction of improved varieties. 

This project did not offer or provide any alfalfa seed directly to project participants, providing only technical 
assistance in forage production and management for producers willing to incur the start-up costs. 
Producers willing to engage in alfalfa production had to procure seed within the available market--resulting 
in one producer receiving incorrectly labeled seed ultimately not even alfalfa, which was not determined 
until emergence. 

Romania as a whole was in the midst of suffering a severe drought, which was adversely impacting routine 
crop production. The drought drove producers towards more conventional native grasses and corn for 
silage, unwilling to till and replant existing stands and pastures. Concern for fodder supply left many 
producers intuitively dismissing proposed harvesting and management innovations, opting for quantity 
rather than quality-producers leaving fields to excessively mature to maximize volume. 

Finally, a revolution in the harvesting approach is primarily restrained by support and infrastructure. 
Conventional harvest equipment is old, in disrepair, wanting in replacement parts and maintenance, and 
cumbersome in privatized, commercial applications. In many instances, harvest was a slow and clumsy 
process in which fodder is collected and transported by horse drawn cart. Harvest routines and schedules 
remain stubbornly unaltered by privatization. Large farms have little control over coordinating and directing 
the harvest and small farms have little means of accomplishing a completely mechanized and efficient 
harvest to maximize material nutrient value. 

It is for these reasons that our data relies upon the results of the test plot and the few farmers producing 
alfalfa. As observed in milk recording, producers were reluctant to divulge information on yields, as they 
were prone to understating the ratio of production inputs to outputs. Appropriately, our analysis uses the 
default value established by the Food and Agricultural Organization of the United Nations statistics 
(FAOSTAT) for national average fodder yields. It must be noted here that this will compare test plot yield 
during drought to fodder production in years of normal precipitation. 

According to the Food and Agricultural Organization of the United Nations statistics (FAOSTAT), Romania 
fodder production is approximately 3.5 tons per hectare, or 3 tons on a dry matter basis. The test plots 
yielded 3.8 tons per hectare per year. While the goal was lo%, the test plot demonstrated to farmers an 
increased yield of 32%. If however we limit our analysis to simply the biomass of fodder, we neglect the 
more significant increase in production. The production goal in alfalfa is ultimately the protein yield and 
biomass is secondary. When we completely examine plant physiology we can better see the true and 
enormous impact of this project. 



The test plot varieties in laboratory analysis had an average tested protein of 22.4%. Post-project farm 
samples of alfalfa averaged 18.6% compared to pre-project samples at 12% protein. The typical grass hay 
or silage yields 3 tons per hectare and has protein levels between 8 and 12 percent. With farm tests at 
18% and test plot results of 22%, this project produced 1,113 to 1,723 pounds of protein per hectare. 
Typical domestic grasses would yield only 478 to 720 pounds of protein per acre. That is a more than 
200% increase in protein produced per hectare--more than doubling productivity per acre with a minimal 
increase in biomass. 

Minimizing the increase in biomass over domestic grasses means limiting soil depletion-affecting a 200% 
increase in protein production without a 200% increase in fertilizing and nutrient uptake. This is efficiency. 
To yield the same amount of protein per hectare, producers would have to harvest more than 7 ton of grass 
oer hectare while more than doubling their inputs; though scientifically impossible, one has to appreciate 
{he law of diminishing returns in increasing inputs to a hectare of land. More soil nutrients and fertilizer was 
converted to protein and that is the demonstrated and proven objective and advantage of raising alfalfa. 

As we increase biomass, the plant diverts increasing amounts of nutrients to develop fiber. As the plant is 
growing, it is amassing structural support or fiber. Accordingly, as growth continues, plants must expand in 
circumference; to do so it converts stored protein into ADF-fiber at the expense of protein. Adding 
nutrients to increase the biomass nets steadily declining real physical growth. Fertilization becomes 
increasingly marginal beyond certain yields. 

CRI met and exceeded the 10% goal of increasing yields despite the limitations of drought and harvest 
capacity. While posting a 32% increase in test plots, this report states unequivocally the inherent problems 
in using this measure and anticipating results translating directly to producer output. While the biomass of 
the yield could be equal, the protein yield is the huge benefit provided dairy production. 

The above table shows the impact of fiber on protein intakes. The average dairy cow producing 50 pounds 
of milk per day requires 8.5 pounds per day in protein. When excessive fiber is present in plant material, 
protein intakes are dramatically limited. In this example, a 50-cow herd feeding fodder at 12% protein and 
58% fiber would spend $58.50 per day in protein supplement or $21,353 per year to augment cow diets. 



Milk Production and Milk Quality 

Project goals proposed an increase in raw milk output and improve milk quality by 15%, while precipitating 
a 15% reduction in somatic cell counts. This report has previously stated the limitations to quantifying and 
affecting the milk production and milk quality component. Production data relies upon that data collected 
and compiled by county offices, however manipulated by producers to defer tax liability. Furthermore there 
was no appreciable data on milk quality. While ample training was provided in milk quality management, 
project personnel could not freely observe training adaptation and implementation due to producer 
concerns and health protocols. However, some additional analysis is provided. 

in raw milk production, the analysis suggests that production was relatively steady throughout the project at 
15 kilograms per cow per day, as analysis was limited to the one-year period of this project activity. When 
we consider all the mitigating circumstances, even sustaining this level of production is a dramatic 
achievement. 

lmproved forages, as we have seen in this analysis, improves efficiency and effects cost reductions. 
Ultimately, how producers elect to take advantage of those cost savings depends on individual 
management objectives, the dairy herd condition and status, and host of other variables. Farmers could 
elect to reduce supplemental inputs and maintain their current level of production. Conversely they could 
maintain current inputs and realize increased production. Most participants opted to sustain current levels 
of production at reduced production costs. 

The bulk of the cows in the several herds were past their peak period of production. The reproduction 
status of the vast majority of cows is far outside the profitable time frame of a 12 to 13 month calving 
interval with many cows in milk up to 700 days-nearly two years. lmproved forage has little impact in the 
diet when production is already declining. From this analysis we could extrapolate that improvements in 
forage stemmed production declines during the extended lactation cycle. The long lactations prevalent in 
participating herds are largely attributed to poor body condition and nutrient deficiencies. In short, the 
duration of this project is too short to expect an appreciable increase in raw production. 

Additionally, USDNFAS reports suggest that the impact of the drought would result in a 30 to 40 percent 
decline in milk production. Even as production was projected to fall, participating producers sustained 
production. The combined impact of this project in milk production was ultimately to moderate the 
combined effects of extended lactations and the drought. 

Milk quality and somatic cell have several different and many insurmountable causes. First and foremost is 
milking procedure. In most instances, milking is done by hand and where milking is mechanized the 
equipment is old and in need of repair and maintenance. Additionally, cows in later stages of lactation tend 
to have higher somatic cell-many herds having as high as 50% or more herd mates in later lactation. 
Finally, on farm cooling is limited if not even rare. Without immediate cooling bacteria multiplies, feeding 
upon protein and other solids. 

The primary cause in the persistence of low milk quality is lack of incentive, or more correctly insufficient 
disincentive. The quandary expressed by produces is that they cannot afford higher premiums for quality 
improvements. This can only suggest that the base price is too high and should be reduced. This sends 
milk away from the formal processing sector to direct farm gate sales-hence a quandary. 



Nutrient Composition 

Project goals proposed a 15% increase in the protein composition of forage and 15% reduction in fiber 
levels. This report has already dealt extensively with the increased protein production per hectare, 
redefining the yield objective as the protein yield. Below, we repeat the table provided earlier. 

Date of Planting: 11 April, 2000 
Date or Emergence 24 April, 2000 
Date of Harvest: 23 June, 2000 

Variety 

Diane 
Rebound 
FG6R87 
FG5A90 
FG6M71 
FG6M92 
FG5S52 
FG5S53 
FG5S59 

Yield 
DMlHA 

I894 
1813 
1881 
1881 
2000 
1750 
1950 
2050 
2094 

Relative 
Production 

100% 
95.70% 
99.3% 
99.3% 
105.6% 
92.4% 
103.0% 
108.3% 
110.6% 

Protein 

22.8% 
22.9% 
20.3% 
23.5% 
23.1% 
22.1% 
21.7% 
22.0% 
23.0% 

ADF 

30.6% 
31.9% 
32.9% 
32.0% 
28.5% 
30.4% 
32.4% 
29.9% 
30.5% 

NDF 

35.6% 
36.4% 
40.4% 
38.5% 
37.0% 
38.0% 
42.4% 
41.9% 
39.2% 

Average f923.7 22.4% 31.0% 38.8% 154.6 3.1% 

Farm Sample Results 18.6% 34.8% 43.2% 133.8 2.8% 

In the project's initial activities, consultant Lindell Whitelock collected random samples from existing stored 
forage supplies; CRl's AgSource Soil and Forage division tested these samples. The initial results, our 
starting point revealed protein levels between 11 and 12 percent with fiber levels averaging between 48 
and 58%. 

Referring again to the above chart we see the test plot samples are 57% higher and post-project farm 
samples 26.5% higher in protein than pre-project samples. Fiber levels at the test plot were 44% less and 
post-project farm samples 25% less than pre-project test results. Again, the goal was a 15% increase in 
protein and reduction in fiber levels. 

This substantial success is a functional combination of improved varieties and improved management of 
existing stands. We could attempt to break this down to better assign values to each of these. Much of the 
farm samples were existing stands of native varieties, the previous crop sampled at the beginning of the 
project. With management innovations in hawesting methods and schedules, management moved protein 
values 55% and dropped fiber levels 25%. The new varieties of the test plot raised protein 20% beyond 
post-project farm results and dropped fiber levels an addition 11% below farm production. Management we 
could then say delivered a 46% increase in protein and improved varieties netted a 17% increase in forage 
protein content. 

These results express the hard earned success amidst ongoing challenges. The anticipated results were 
realized and demonstrated, offering a glimpse of what is possible--attainable if positively supported. 



Commercial Development 

Project goals list "increased demand for harvest equipment and increased demand for improved varieties of 
alfalfa seed." The demand was already real and overwhelming. Producers speak of little else other than 
need and plan for nothing less than western efficiency and mechanization. Demand was already 
substantial and for that this project can take no credit. In contributing to demand, CRI did again exceed 
anticipation despite limitations. 

The primary limitation is the cancelled seminar series proposed to deliver to participating producers and 
area farmers the impact analysis of this complete project. CRI anticipated reporting directly to participating 
and neighboring producers the complete record of activities and highlight the project's immense success in 
establishing viable and profitable alfalfa stands. LOL Romania re-appropriated the balance of funding for 
this subgrant earmarked for concluding activities. CRI must report that participant farmers were not 
offered an adequate conclusion and assessment of their efforts. A conclusion seminar would have offered 
producers the confidence to continue and expand their application of project objectives and better-insured 
sustainability. Appropriately CRI must express its deep concern for potential recidivism among participating 
farmers, lest this project and its personnel prematurely abandon their commitment. Project sustainability is 
most vulnerable at the apex of its successes when complacency grips project and participants. 

Even as the goal to increase raw yields understates the underlying objective, so does the requirement to 
increase demand for machinery and seed. Demand is merely a measure of want, measured by 
consumption. Zero consumption suggests a lack of demand, as during the Great Depression. But the lack 
demand is not lack of want, zero consumption is due instead to lack of effective demand. Effective 
demand is the ability or capacity to consume-the means to consume and capacity to use. 

Through this project, CRI exceeded requirements by creating effective demand. Through the seminar 
series, field demonstration, and direct paid consultancy provided core participants, this project reduced 
production costs thereby freeing capital to consume. Through this vital management education, farmers 
were given the capacity to utilize new technologies and improved inputs such as alfalfa seed and genetics. 
Low consumption is the nexus of no information and no working capital summarizing low effective demand. - .  
Producers do not consume because they lack knowledge of managing inputs, of ktilizing innovation and 
mechanization, and knowledge of management and technology impacts on the cost of production. 

More than demand-effective demand; producers learned not only the want of improved varieties of 
alfalfa and adequate machinery for efficient harvest, but also the methods of managing those inputs and 
the potential capital formation that these inputs and management can yield. Farmers will not demand 
improved varieties of alfalfa or adequate equipment until they know 1) the potential value of expected 
returns and 2) how to manage the harvest and feeding of the yield to maximize milk production. This 
project gave them that knowledge. 

There is one additional limitation to effective demand and the capacity to consume--an effective support 
industry. Positive returns on alfalfa require expertise in balancing rations, equipment with outlets for 
maintenance, repairs, and replacement parts, and adequate systems of storage. They require 
unintermpted fuel supplies, pesticides and fertilizers, and milk equipment and on-site storage with an 
effective support network. CRI managed effective education, but the supply network to sustain the demand 
is the work that remains before us. 
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USAIDDtOMANIA RASP PROGRAM CONCEPT PAPER 
American Soybean Association (ASA) & Union of Romanian Poultry Breeders 

(UCPR) 

Goal 
The primary goal of this Romanian-American partnership between the American Soybean 
Association (ASA) and the Romanian Union of Chicken Breeders (UCPR) is to train the 108 
members of UCPR on how to use American feed formulation techniques as a tool to 
simultaneously achieve production efficiencies, lower production costs, and reduce labor costs 
which will lead to an improvement in the quality of Romanian poultry meat and a more 
affordable product for Romanian consumers. 

A secondary goal of the project is to introduce US soybean meal as a base ingredient in domestic 
feed formulations. Soybean meal is not indigenous to Romania, but it is renowned the world 
over for being the most economical, quality protein available for poultry feed. By providing 
training and feed formulation software, ASA will be directly assisting UCPR and its members 
(who represent over 80% of Romania's poultry industry), to make better buying decisions in 
purchasing inputs. The end result for members of ASA should be US exports of soybeans andlor 
soybean meal to Romania. 

Concept Background 
In an era in which Romanian beef is on the USDA risk list for BSE (mad cow disease) and 
trichinosis is an ever present threat in domestic pork and (often illegal) imports, poultry is 
enjoying a renaissance in public opinion and in the market a s  the safest form of meat in 
Romania. Furthermore, as Romanians grow more market savvy and seek out high quality meats 
at reasonable prices, the Romanian poultry industry is poised to benefit most. 

Under the leadership UCPR, Romania's domestic poultry industry has turned itself around in the 
past few years, morphing itself from a largely state-run, money losing industry producing low 
quality poultry products, to a private, cost driven industry in which the consumer is king. 

However, to keep the momentum going in the industry against a persistent wave of low cost, 
high quality imports lurking beyond its borders, the Romanian poultry industry must, yet again, 
modify the way it does business. UCPR understands that the Government of Romania cannot 
erect trade barriers to protect its 108 members from outside competition. In fact, UCPR 
understands what must be done and desperately wants to strengthen its membership to better 
compete and expand their businesses, but it lacks the know-how and finds to enact such a 
program. 

Via the USAIDIRomania RASP Program, UCPR now has an opportunity to partner with ASA, 
one of the world's leading agribusiness associations and the collective voice of over 28,500 
American soybean producers. ASA sees an opportunity to partner with UCPR to mentor its 
members on how to develop efficient low cost, high quality feed formulations. In short, ASA 
would like to share with the members of UCPR one of the secrets of America's poultry success: 
low cost, high protein feed. 
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ASA 
In 1920, American soybean farmers and extension workers founded ASA in an effort to promote 
the crop and increase profit opportunities. AAer 80 years, the organization continues these 
important efforts on behalf of its 28,500 members. ASA leads a dynamic industry supplying soy 
product to the world, with a simple mission to improve U.S. soybean farmer profitability. 
According to USDA, US. soybeans are the most valuable of U.S. agricultural export products. 
The combined value for soybeans, soybean meal, and soybean oil exports reached approximately 
$9.1 billion USD for the 2000 marketing year. 

UCPR 
In response to the needs of an increasingly dying industry which continued to lose its market do 
to falling domestic consumption, a drying up of overseas export markets, and a lack of overall 
industrial organization in the sector, a collection of state-owned, private start-up, and newly 
privatized poultry operations joined Romania's leading poultry scholars to form UCPR in 1993. 

Today, UCPR is a mix of 108 poultry breeders and processors, all privately owned, representing 
over 80% of the Romanian poultry industry. UCPR supports its members by lobbying directly to 
the Government of Romania, disseminating detailed statistical data on the domestic industry, 
distributing quarterly publications offering feed information on nutrients and global 
developments, and technical assistance / trouble shooting to identify and solve production related 
problems. 

In the past year, UCPR has published a series of detailed consumer preference data to assist is 
members to orient production to consumer trends in product assortment, packaging, presentation, 
etc. With the addition of its consumer preference statistics, UCPR has solidified its position as 
the premier professional agribusiness association in Romania. 

ASA-UCPR Partnership 
The appropriateness and relevance of the ASA and UCPR relationship is unique in that the 
organizations do not specifically do the same thing in their home countries. Rather, they 
complement the other's activities. Though the success of the proposed partnership can be 
demonstrated on several fronts, no one fact is more powerfd than the following: soybean meal is 
the most economical, quality protein available to poultry breeders worldwide; it accounts for 
92% of the total oilseed and meal usage in the U.S. alone. Furthermore, over 50% (by some 
estimates 70%) of the cost of poultry production in Romania is made up by feed expenditures, 
resulting in high (and increasing) prices for cash strapped Romanian consumers. 

By providing training to the members of UCPR, ASA can assist the Romanian poultry industry 
to save between $10 -15 USD per ton of poultry feed (6-10% of the total cost). As these costs 
savings come directly from the highest component of production expenditures (feed), cost 
savings increase via a multiplier effect by the time product reaches the final consumer. In short, 
savings in the cost of production would allow members of UCPR to increase their profit margins, 
expand their businesses and product lines while offering higher quality, lower cost goods to the 
average Romanian consumer. 

Specifics 
ASA will organize four intensive hands-on trainings for UCPR members (approximately 25 
companies per training) on poultry feed formulation, nutrition, management and marketing. 
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Trainings will be scheduled in Arad, Bacau, Brasov, and Bucharest as most UCPR members are 
located within a lOOkm (60 mile) radius of these four cities. The "notebooks" to be used by 
training participants will be laptop computers and the "curricula": Brill (US) Feed Formulation 
Software-the most respected feed formulation software the world over. 

As a follow-up to the trainings, ASA will provide UCPR one year subscriptions (software and 
service) of Brill's Feed Formulation Software package for its members. This sohvare, used by 
the vast majority of American poultry operations, is a key tool to assist decision makers involved 
in ingredient and imput purchasing to make the best purchasing decisions at the most prudent 
moments of the feed process as well as to create the most optimal mixes for feed usage. 

In addition, using this highly specialized feed formulation software will allow UCPR members to 
lower overall costs of production, improve imputs, and ameliorate poultry bird conversion rates. 
At the same time, ASA and its members will be able to demonstrate to UCPR and its members 
that US soybean meal is the best, most economical and safest protein source available for poultry 
feeding. 

The ASA-UCPR partnership goes to the heart of S.O. 1.3, Accelerated Development and Growth 
of Private Enterprises and, in particular, I.R.2 (increased capital investment in private 
enterprises) and I.R.3 (improved management practices adopted by enterprises). The proposed 
partnership will allow ASA and UCPR to simultaneously stimulate Romanian private sector 
growth via improved cost savings, better quality product, and higher profit margins for UCPR 
members. Capital investments will also increase as more profits will lead to a higher rate of 
reinvestment in equipment, better packaging, and employee training. Improved business 
management skills will be felt both on and off the farm as members of UCPR including 
traditional poultry farms, concentrated feedfodder mills, and abattoirs will all benefit from 
learning in modem decision making processes on imput selection from ASA's transferable 
know-how and from training on low cost feed formulation with state-of-the-art, user fiiendly 
American software. 

Project Management 
ASA will be the lead partner for this RASP partnership as it has managed similar projects 
financed by USAID and USDA all over the world for the past 20 years. ASA will tap its staff, 
membership, and partners from Missouri, Georgia, Minnesota as well as local expertise to run 
the day-to-day management of the project. All logistics for seminars, information dissemination 
to members and the press, and relations with UCPR members will be coordinated by UCPR staff. 

Sustainability 
The ASA-UCPR collaboration will continue long after the formal close of the RASP program for 
several reasons. First and foremost, for the members of UCPR to remain competitive in the 
Romanian poultry market after 2002 (the introduction of the duty freelopen border policy for 
products originating from European Union member states), they must lower costs to Romanian 
consumers. As soybean meal is the most economical, quality protein feed available to the 
poultry industry and feed costs make up between 50-70% of the cost of production, UCPR 
members will switch to soybean meal as a primary source of feed over the course of the next one 
and a half years. Both ASA and UCPR want to ensure that US HiPro soybean meal is the feed of 
choice. 
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Once the RASP program formally ends, ASA will work with UCPR members on a preferred 
customer program giving in-kind technical assistance on formulation, nutrition, and disease 
management, to members using American soybean meal. Also, ASA has recruited a significant 
amount of in-kind technical assistance and software for the partnership fiom the Brill 
Corporation (an Atlanta subsidiary of Minnesota based Easy Systems, Inc.) including unlimited 
use of the Brill Formulation Software for one year for UCPR members. At the close of the 
RASP program, Brill will offer significant discounts on software updates to members of UCPR 
as well as follow up technical assistance. 

The UCPR office staff will also be trained by ASA on the benefits of US soybean meal and feed 
formulations with soy bases. UCPR will also be trained on the technical aspects of the feed 
formulation software, to trouble shoot and intervene on behalf of members whenever possible. 

Budget 
The estimated cost of the ASA-UCPR partnership under the RASP program is $241,000 USD. 
However, as the cost share between ASA, UCPR, and Brill Corporation is just under 48%, the 
total requested funds from USAID amounts to only: $127,000 USD. 

Summary 
The success of the ASA-UCPR partnership will benefit three distinct communities: ASA 
member farmers (28,500 members), UCPR's members (108 members, 6,000 employees), and 
ordinary Romanian consumers (approximately 12,300,000 Romanians who purchase and 
consume industrially processed poultry meat). 

UCPR members who represent 80% of Romania's poultry industry will achieve production 
efficiencies, lower production costs, higher margins and profits. ASA will provide training and 
feed formulation software (courtesy of Brill corporation), and train UCPR members on soybean 
meal as a base ingredient in domestic feed formulations. The end result for ASA members 
should be US exports of soybeans and/or soybean meal to Romania and the end result for UCPR 
members should be an improvement in the quality of Romanian poultry meat, a more affordable 
product for Romanian consumers, and higher sales. 
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