‘Match made in heaven?’

An example of Group Dynamics in the
value chain - The REAP to Vegcare story
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Background

* Area: Kibwezi in Makueni district in Eastern Province of
Kenya (About 200 kms from Nairobi)

* 76% of people live below 1 US $ per day

* Livelihood 1s subsistence agriculture

* CARE in Kenya focus sectors are Agriculture, HIV/AIDS
and Emergency response

* Agriculture strategy 1s about commercialized activities for
smallholders (CASH) that is based upon MMWFP

* Rural Enterprise Agribusiness Promotion pilot began in
1999



REAP - some wins....

— ..,
c

— Farmers earning between USD 400 to 1000 pa

— Over 800 farmers in 4 years directly ben

— Smallholders supplying market with 30 metric
tones of vegetables per week

— Rural communities have improved access to
social services like health & education

— Conclusion — Good development work...



REAP - but also some real

1SSUeES...... ‘

— Market distortion (‘Garden of Eden’)
— Inefficiencies 1n the execution of model

— More stringent market standards
emerging

— Risk not shared equitably

— HUGE farmer debt

— Conclusion: Sustainability and
commercial viability in doubt.....



The partnership model - Vegcare

* Market distortion * A Joint venture company
s=m) offering service to smallholders
for fee doing what CARE
project did

* Inefficiencies in execution gy FOr-profit operational systems
of business and supply

* More stringent market s== Vegcare offers EUREPGAP
standards emerging services to members on grant
funding

* Risk shared more equitably —
* Risk borne flllly by CAR]%:> ‘more skin’
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The Partnership model - Prelude

* Partnership negotiations & institutionalization
— Strategic planning
— Legal review
— Business Planning
* Community group dynamics
— Community ‘buy - in’
— Group selection
— OId debt restructuring



The partnership model - Vegcare

Market (e.g. Sainsbury)

Vegpro
Brings equity, market,
technical & business

Partnership has
common goal and
complimentary
objectives, with
risks & rewards

are shared

Community
Invests land
‘sweat capital’

(M&E), community
engagement, systems
&governance



The partnership model - Vegcare

Social investor Commercial investor

II‘ farketing fees

based on stles

Forward Market contract

Rroduce trucked daily to central point
and\transported to Nairobi

Producer o
. Individual
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The Partnership model — Results 1n
Year 1

* BP 1n place to make Co. viable in 3 years
with 750 farmers with 900 acres

* 450 smallholder farmers with 600 acres 1n
It 6 months recruited

* 30% women members
e USD 180,000 to smallholders in 12 months

* 30 MTS per week
* Eurepgap QMS for smallholders developed
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The Partnership model — Challenges
in Year 1
* Drought

* Inadequate technical coverage/spread
* Large rejects due to 1inability to meet quality specs

* Lack of Trust among partners

* 50% loss of production due to side-selling and
large reject levels

* High staff turnover
* EUREPGAP adoption slow
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The Partnership model -Key
Learnings

* Group dynamics

— New groups composition

— Self governance & sustainability
* Governance

— Decision making

— Board composition

* Contract farming
* EUREPGAP

* Partnership
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Grown in partnership with smallholder farmers
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or in bed with the enemy.....?7
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Grown in partnership with smallholder farmers
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