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Chain Co-owners have moved upstream in the chain, 
increasing both their activities and their influence 

to manage the chain. The farmers are not only special-
ized chain actors with an attractive product, basic farm 
management skills, some understanding of markets, 
and a willingness to innovate and take risks. As chain 
co-owners, they have also organized themselves into 
recognized, visible business organizations, capable of 
penetrating existing markets, developing new products 
or markets or diversifying their activities. They reach 
the end-consumer of their products, and with them they initiate a dialogue to 
dynamically improve the product, based on consumer demand. Such farmers’ 
organizations are empowered to negotiate lucrative prices and earn a fair share 
from the chain. 

In the following case studies we see examples of how farmers have become chain 
co-owners:
• Improving shea and empowering rural women in Mali
• Finding a niche for vanilla in Uganda
• Bringing Kaffa forest coffee to the German market
• Expanding dairying opportunities in Thika District, Kenya
• Linking potato farmers to restaurants in Uganda.
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Improving	shea	and	empowering	rural	
women	in	Mali

Farmers in the dioila area of southern Mali traditionally grow cotton for sale 
on a contract basis to CMDT, the government’s cotton marketing monopoly. 

The area is ideal for various types of farming: it has good soils and enough water; 
services such as extension and credit are readily available for cotton production, 
and the region has roads, electricity supply and cotton processing plants. Local 
people are literate and are used to working together in producer cooperatives. 
They grow food for their own consumption as well as cotton for the market.

Problems began when the world price of cotton fell, and cotton processing and 
marketing began to be privatized. Farmers were faced with a new situation, and 
found that they could sell their cotton only at a loss. So they began to look for 
alternative sources of income. Cotton production and marketing were traditionally 
dominated by men, so the uncertainty in the cotton industry made it necessary 
to find new sources of income for their families. Women were in a particularly 
difficult situation because they are traditionally tied to their homes, so have few 
other income opportunities.

Hope	from	shea
SNV, a international NGO, sought ways to help local farmers affected by this un-
certainty. It saw shea, a tree growing widely in West Africa, as a potential source 
of income. Butter made from shea nuts is used in cooking and to protect the skin 
(see box on the next page). Shea butter 
is a key ingredient in many traditional 
medicines. The trees are traditionally 
protected for cultural reasons, so are 
common in fields and the bush.

A Malian independent agricultural 
economist (consultant) analysed the 
potential of shea butter as an income 
source. He presented his findings to 
women who harvest and process shea, 
and to other local people, government 
agencies and other stakeholders. The 
women decided to follow up this op-
portunity.

The old method of processing produced 
low-quality butter that was difficult to sell
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SNV contracted a local NGO to organize the women into groups to improve the 
quality of their butter and to start selling collectively. This would enable them to 
tap new markets and increase their income. The implicit goal was to empower 
women so they could gain more control over the entire process, from collecting 
the nuts to the sale of the product to urban consumers – in other words, to enable 
them to become chain owners.

The NGO organized 1500 women producing a higher quality shea butter into 40 
community-based groups, which later formed a district union. These groups buy 
the improved butter from individual group members, then sell it to the union, 
which in turn sells it to other areas in Mali or exports it other countries in West 
Africa. The groups also buy traditionally produced butter from their members 
and sell this in the local area. By selling directly, they cut out traders from the 
chain.

The women improved the quality in several ways. Instead of allowing the fruit 
to rot in pits and drying the nuts by roasting, the women now de-pulp the fruit 
before crushing the nuts, then boil and sun-dry the kernels. This results in an 
odour-free, clean, white butter. This is a high-quality product that appeals to ur-

Traditional shea processing
Processing shea nut is a complex process. Traditionally, individual women collect the fruits 
from wild trees. They put them into large pits until they have time to process them. The fruits 
rot, leaving the nut inside. They clean off the flesh of the fruit, and then crush the nut to 
remove the kernels. They boil the kernels and then roast them over a fire to dry. They then 
crush the nuts in a mortar or mill to make a paste. They wash the paste in water several 
times to make an emulsion and separate the fat from the residues. They then filter the fat 
and boil it to remove the water. The fat cools and solidifies into butter, which they sell in the 
village markets.

This procedure has various problems. 

•	 The processing results in a low-quality, yellowish-brown butter with a pungent smell. 
This can be consumed locally, but is difficult to sell in urban or international markets.

•	 The women have no control over the price, which is set by traders and their agents. The 
traders gather large stocks for sale in urban and semi-industrial markets – but demand 
is falling because of changing consumer preferences in the towns. 

•	 The women can get only low prices, so they keep their best shea butter for their own 
use and sell their worst quality butter. This results in a vicious circle of low prices, bad 
quality, and mutual distrust between the producers and traders.

•	 There are no quality standards. The traders determine not only price but also how much 
to buy, under what terms, and when. They like to buy when the price is lowest and the 
women’s shea butter stocks are highest. The women have no control over any of these 
transaction conditions.

•	 The production and processing has stayed the same for centuries. Unitl recently, there 
was no innovation, no targeting of consumers, and no way for either the women or the 
traders to improve the product or the way it was marketed. Short-term opportunism 
prevailed over long-term cooperation.
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ban consumers and can be sold to the local and international cosmetic industry. 
It has to be sold quickly before it begins to degrade.

SNV invested in storage facilities and equipment for each group. The local NGO 
made information on market prices available to the women, so they could sell 
their butter when the price was right. This improved their bargaining capacity 
with traders. 

SNV also attempted to facilitate access to commercial credit to give the groups 
some working capital. This effort failed, though: local financial institutions do not 
look favourably on loan applications from women, and the credit institution the 
women applied to did not attempt to help them. After some misunderstandings 
and frustration, the women decided to go ahead without credit.

Benefits
These quality improvements had a marked impact on the women’s income. The 
women’s stronger skills and negotiating position have enabled the union to more 
than double the price from CFA francs 300 (about €0.45) per kg for traditional 
butter to francs 700 (€1.07) per kg for the improved butter. The group members 
receive francs 500 (€0.76) per kg; the union retains the remainder to pay for its 
operations, as a reserve, and for social activities. The union sells about 15 tonnes 
of improved shea butter in a typical year.

Even though their individual incomes are still very modest, the women have 
benefited in other ways. They are now organized, control their production and 
trading activities, and enjoy recognition in the community and in their families 
as income earners as well as good wives and mothers. There are environmental 
benefits too: the new procedure (which is based on sun-drying) uses only a third 
of the firewood compared to the traditional technique.

However, the new technique has drawbacks: it takes 30–40% more time than 
traditional processing, and requires more discipline from the women members: 
they have to follow the procedures exactly in order to keep quality high.

Stepping into the chain
Despite all the benefits, the intervention was unsustainable. It was based on a 
short-term (4 years) project approach. When the funding ended, the women 
were unable to take over the activities themselves. Because of the project’s short 
timeframe, SNV’s partner NGO felt forced to step into the marketing chain it-
self. It took control of the marketing of the shea butter: it controlled transaction 
conditions, quality standards, innovation, and consumer targeting. But it failed 
to transfer this capacity to the women’s groups. The management skills stayed 
within the local NGO. The women were passive clients of well-intentioned advice 
and direction.
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The implicit goal was to make the women chain owners, controlling the whole 
process from producer to consumer. But what actually happened was forward 
integration – the women added collective marketing to their business activities, 
but did not gain control over the management of the chain. This is because the 
project design neglected the dimension of chain management. It tried to enhance 
the women’s control over chain activities, but the women were not empowered 
on chain management issues. 

Towards sustainability
The end of project funding jeopardized the many achievements. The women 
responded by hiring the NGO’s commercial advisor as a staff member of the 
union. They were able to find enough money to pay half his salary. SNV helped 
the union obtain funding from a donor to pay the rest of his salary so they could 
continue operations. 

The women make more money from the better quality shea butter, and they have started 
exporting high-quality processed nuts to Europe
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The donor imposed two conditions: 
•	 The union had to develop a sound business plan as an independent com-

pany
•	 It had to improve its knowledge and understanding of other actors in the 

chain, their role and constraints. 

Doing this would allow the union to pursue partnerships with other actors such 
as traders, transporters, importers and quality certification agencies.

For the women’s groups, this was the starting point of a new strategy for their 
chain positioning. 

The women know they are still in a capacity strengthening process, so they de-
cided to exploit only half of the resource potential they might reasonably exploit 
during the next 5 years. It is hard to get medium and long-term credit, so they 
have managed to negotiate a mixed credit-and-subsidy package on favourable 
terms with another local financial institution. This will cover all of their investment 
needs over the 5 years. It will also cover some of the union’s operational costs, 
but the proportion will fall in steps, from 23% in the first year, down to nothing 
in year 4. The women expect to earn their joint earnings to rise from CFA francs 
30 million to 58 million (from about €46,000 to €89,000) in 5 years.

The women have also decided to not share out the union’s annual surplus, but 
to reinvest it into upgrading operations and to create an investment fund. The 
union expects its surplus to rise from francs 11 million in year 1 to francs 31.5 
million in year 5 (from €17,000 to €48,000). 

The union also initiated a multi-stakeholder team involving traders, middlemen, 
government agencies, transporters, and an exporter to interview all actors in-
volved in their chain to identify their roles and constraints. The results were shared 
in a series of meetings involving many different stakeholders. These meetings 
allowed the women to address chain management issues, such as quality control 
of the product at various stages in the chain, information sharing on prices, final 
use of the products and emerging market opportunities. 

Chain movements
The initial project tried to take the women’s groups from being 
chain actors � to chain owners, controlling the whole process 
from production to the consumer �. But it did not invest enough 
in the women’s management capabilities, so while they started 
processing shea butter using the improved methods, they had 
little control over the value chain �.

Current efforts focus on helping the women organize them-
selves and develop their ability to manage the chain �. 

�

�

�
�
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Lessons and opportunities
SNV learned that NGOs can play an important role in the initial stages of a mar-
ket development intervention – for example, in organizing groups of producers 
and in providing technical training. But it may be better to support the produc-
ers’ groups directly at later stages of the intervention, especially to pay for key 
personnel (such as the commercial advisor in the women’s union).

As soon as the economic viability, institutional sustainability and social equity 
conditions were set out in a business plan, the women began to be seen as cred-
ible economic actors and partners in the shea value chain.

The women aim to develop as a fully-fledged chain partner, consolidating their 
own business, increasing their influence on the management of the chain, and 
negotiating chain co-ownership with other actors upstream and downstream (e.g., 
in consumer targeting, information sharing and quality management).

One of the unexpected outcomes has been a new business opportunity. A Malian 
exporter advised the women to sell boiled, sun-dried kernels, rather than shea 
butter. He said they would be able to sell this easily to chocolate and cosmetics 
producers in Europe. A European importer wished to develop a direct partner-
ship with the women’s union. The union committed to deliver as many high-
quality kernels as possible; trial exports are due to begin in 2005. If this business 
relationship is mutually satisfactory in terms of price, costs, reliability, etc., the 
European firm may be willing to invest in a processing plant in the Dioila area, 
as well as in research and development. 

More information: http://snvworld.org or contact Bernard Conilh de Beyssac, bconilh@
snvworld.org
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Finding	a	niche	for	vanilla	in	Uganda

CheCk the ingredients on the next cake or tub of ice cream you buy, and you’re 
likely to find the word “vanilla”. This tropical bean is one of the world’s most 

popular flavourings, and traditionally commands high prices in international 
trade. The main producers are Madagascar and Indonesia, along with Mexico 
and various Indian and Pacific Ocean islands. Uganda is a minor producer, ac-
counting for only about 1% of world production.

In the first few years of the millennium, two cyclones devastated Madagascar’s 
vanilla plantings, and political unrest further disrupted production. Vanilla prices 
soared. This offered an opportunity for Ugandan farmers to increase their share 
of the market in this speciality crop.

Vanilla	in	Kasese
Farmers in Kasese District, on the slopes of Mount Rwenzori in western Uganda, 
plant vanilla mainly as an intercrop with banana or coffee. The Kasese Small-
holder Income and Investment Programme (KSIIP) has been working with these 
farmers to improve their vanilla production and marketing. The goal is to raise 

Vanilla beans must be carefully selected and cured before they can be exported
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the farmers’ incomes at least fourfold by increasing their productivity and selling 
selected high-value crops. 

KSIIP is a collaborative effort between eight Kasese-based smallholder grower 
associations, Cordaid (a Dutch NGO), Highlow Supermarkt BV (a Dutch firm 
trading in horticultural products), two specialist horticultural consulting firms: 
US-based Fintrac Inc. and its Ugandan affiliate Agribusiness Management As-
sociates (AMA). 

Before the start of KSIIP, Highlow already enjoyed a good relationship with one 
farmers’ association that grew hot pepper in Kasese District. The pepper farm-
ers asked Highlow to help them buy equipment and bulk inputs. Highlow ap-
proached Cordaid and Fintrac for a loan facility for the farmers. Cordaid agreed, 
but asked Highlow to support a larger group of farmers and a wider range of 
crops. 

Kasese’s vanilla farmers grow the beans for export; they typically maintain 100–200 
vines in a half-acre plot. The vanilla takes 2 years to come into production and can 
stay productive for 5 years. The farmers used to sell their beans to traders from 

From vanilla garden to buyer
Betty Basisa, a member of the Kisinga Vanilla Growers Association, harvests 10 kg of beans 
from her garden, and carries them in a basket to the collection centre in Kisinga. This cen-
tre is run by the Kisinga Farmers’ Association, which bulks the produce and arranges with 
KSIIP to pick up the beans. 

Annet Masika, a KSIIP staff member at the centre, checks the beans for quality. Are they 
mature? Are they the right length? Are they split or scratched? She sorts and weighs the 
beans, checks how much money Betty owes the cooperative, and calculates how much 
to pay Betty for her beans. She hands over the money, and Betty goes away with enough 
cash to pay for her daughter’s school fees. Maybe she will be able to afford some new 
shoes for herself too.

Annet hires a truck to transport the bags of vanilla to the warehouse for processing. She 
invites Betty and other members from the farmer associations to help in the processing. The 
women dip the beans in hot water, then wrap them in cloths and leave them to “sweat” in a 
storeroom for several days. They then take them out to dry in the sun for 1–2 hours before 
returning them to the storeroom. They repeat this process several times until the beans have 
reached the correct moisture content and the vanillin flavour has fully emerged. The women 
then pack the beans into cartons, each holding 30–50 kg of beans, ready for export.

Annet also sends a sample of beans to the lab in Kampala for analysis. She forwards the 
report, along with another sample of beans to they buyer in the USA. The buyer checks the 
quality, and calls AMA to negotiate a price. AMA then arranges to air-freight the beans from 
Entebbe to Dulles Airport in Washington, DC. When the beans arrive in the USA, the buyer 
checks their quality and arranges payment. 

AMA controls the chain throughout the process. It provides the farmers with technical advice 
on crop production, training the plants and soil conservation, especially through establish-
ment of demonstration plots. It also negotiates prices with the buyer and coordinates and 
trains KSIIP staff.
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Kampala, 400 km away. They were at the mercy of these traders. They needed 
a reliable buyer with a processing facility nearby. Besides vanilla, the farmers 
also grow coffee and cotton, but these fetch very low prices. These farmers were 
already organized into seven associations that advise them on vanilla production 
and help other farmers to start growing the crop. 

Fintrac analysed the vanilla value chain, and found that there was room to increase 
the productivity and profitability of the crop through improved technology and 
proper marketing. This would significantly increase the farmers’ incomes. Fin-
trac/AMA discussed with the farmers’ associations, vanilla buyers, the district 
government, and managers of an irrigation scheme in Kasese. All agreed to sup-
port the proposed programme, and KSIIP was launched in April 2004. Cordaid 
agreed to provide a loan to these associations; Highlow guarantees the loan.

The Ugandan government’s Plan for Modernization of Agriculture emphasizes 
the rapid expansion of high-value crops to reduce poverty in the country. So 
KSIIP was supplementing the government’s efforts.

Chain	upgrading
KSIIP’s staff in Kasese provide support for vanilla production (for example, they 
manage demonstrations of good practices), offer post-harvest services to main-
tain quality, and manage buying, processing and exporting of the product. KSIIP 
provides this assistance to more than 2000 members of the farmers’ associations. 
In the two years since KSIIP was launched, more small-scale growers have joined 
the associations and have attended KSIIP’s training. 

KSIIP has negotiated a contract with each of the seven associations. The contract 
states that KSIIP will purchase all the vanilla beans that members produce, at the 
prevailing market price. The beans must be of high quality. KSIIP can provide 
advance payment to members of up to 25% of the value of beans each member 
expects to harvest. The farmers, for their part, agree to sell all their vanilla to 
KSIIP, and to conform to the required standards. 

AMA helps the farmers learn how to process the beans. This is a complex and 
delicate task – one that must be done right in order to produce the highest quality 
beans that will command a premium price.

The vanilla chain

KSIIP 
AMA

7 producer  
associations

2000 members

Vanilla buyer 
(USA)

Procures vanilla beans 
from collection centres, 
processes and exports

Grow vanilla
Bring to collection 
centre
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Monitoring and evaluation
KSIIP conducted an initial baseline survey of the farm families’ economic situ-
ation. The farmers meet twice a year to discuss the programme and to provide 
feedback to KSIIP staff. The programme also monitors activities each year, and 
staff visit the field regularly to check whether farmers are using the recommended 
practices. These visits are a chance for farmers to explain why they have not 
adopted a particular technique, and allow staff and farmers to find solutions to 
problems.

Learning and innovation
KSIIP has established demonstration plots as field schools for farmers. KSIIP and 
each association organize field days to view demonstrations of good practices. 
Similar field days are held at the processing facility so farmers can see how their 
vanilla is processed, recognize the importance of quality, and realize the costs 
involved in processing.

Outcomes
KSIIP buys vanilla beans from farmers at the market price. Although AMA 
currently controls the value chain, it is seeking ways to strengthen the farmer 
associations.

The farmers have benefited in several ways. They are able to sell their vanilla 
to a reliable buyer close by, unlike the situation before where they were at the 
mercy of traders from distant Kampala. They can get advance payment for up to 
a quarter of the value of their crop. Whenever KSIIP makes a profit, the farmers 
receive a bonus. 

KSIIP is building the capacity of the farmers in other ways. It links them with the 
national vanilla producers’ association, which provides information about internal 
market prices. The KSIIP field staff are lead farmers from two of the associations; 
after the programme has ended (in 2009) these lead farmers will continue to of-
fer technical assistance at a reasonable cost. And KSIIP is further developing its 
skills in vanilla processing.

Lessons
•	 Market analysis should consider historical data. The decision to expand va-

nilla production was based on high vanilla prices resulting from weather and 
political problems in Madagascar. The initial income figures were projected 
on high vanilla market prices. But these prices could not be sustained: a fall 
was inevitable. Decisions should be based on average figures, taking past 
price fluctuations into account. 

•	 Uganda saw a strategic opportunity in 2003 to become known in the world 
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vanilla market. Now that costs have fallen, it must increase its productivity 
and keep production costs down to retain its market share.

•	 Marketing contracts should be negotiated between buyers and farmers. This is 
currently done by AMA, but AMA is expected to withdraw from the market 
at the end of the programme. It must transfer its skills and functions to the 
farmers’ associations to avoid a collapse.

•	 Farmers should be involved in processing. This is an important aspect of 
capacity building.

•	 Farmers are able to adopt new practices if the benefits are higher than the 
costs involved. 

•	 Modern communication is important for marketing. KSIIP has received several 
inquiries after potential buyers had visited its website (www.vanillamoon.
org). These inquiries may lead to fresh market opportunities.

•	 Rural development programmes take time to achieve results. The few years 
in a typical project cycle is probably not enough. 

Challenges and ambitions 
At the moment, AMA is involved as a chain actor (a processor, logistics organ-
izer and exporter), as well as a chain service provider. There is a need to clarify 
its roles within the chain. Someone else needs to take over the chain actor role 
from AMA before the end of the programme’s life. This may be either a private 
firm or the farmers’ associations themselves. A business plan will be needed for 
this “new” enterprise. 

Vanilla is a risky crop because of the price fluctuations on the world market. The 
programme must help farmers to diversify into new products (passion fruit is 
under consideration). 

More information: www.vanillamoon.org or contact AMA, ama@infocom.co.ug 

Chain movements
Before the start of KSIIP, the farmers sold their vanilla beans 
to traders. They had no control over prices, and did not do any 
processing �.

They have gained some control over the management of their 
value chain, and have started processing their produce. So 
they are beginning to move from being a chain actor towards 
chain co-ownership �.

�

�
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Bringing Kaffa forest coffee to the 
German market

kaFFa, in southern ethiopia, is the original home of coffee. Coffee still grows 
wild in the rainforest here, even though the forest has shrunk to less than 5% 

of its original size. Farmers harvest cherries from the wild bushes, and produce a 
rich coffee that is highly prized on the international market. Individual farmers 
manage between 1 and 5 hectares of forest coffee.

The Kaffa Forest Coffee Union (KFCU) is an umbrella organization for 17 farmer 
cooperatives, some more than 15 years old, that used to meet to discuss marketing 
problems, incomes, harvesting techniques, and quality. KFCU was formed in 2004 
with assistance from SUPAK, an NGO promoting poverty alleviation in Kaffa.

KFCU started with over 4200 farmer members. By 2005, 9 new cooperatives had 
joined, bringing the total membership to more than 6600 farmers – about 20% of 
whom are women. 

KFCU processes and exports coffee on 
behalf of its members. This produces 
more income for the members than if 
they were to sell their produce on the 
open market. KFCU ensures high prod-
uct quality and is seeking new markets 
to spread risk and to improve members’ 
incomes further. 

The government encourages the farm-
ers to produce better quality coffee. It 
supports this by facilitating access to 
export markets and by providing exten-
sion advice and training.

Looking for markets
Finding suitable markets was impor-
tant for the Kaffa farmers, especially 
at a time when local and world coffee 
prices were falling. In their search for 
a solution, SUPAK and Department of 
Agriculture officials consulted widely 

The coffee ceremony is an important part 
of traditional culture in Kaffa, the original 
home of coffee
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with the cooperatives, KFCU staff, government officials, and importers in Europe. 
They were able to identify a suitable premium market in Germany. In 2004, the 
union was granted a license to export coffee. Previously it had to export through 
another cooperative. 

Chain management
The farmers dry, select and grade the coffee cherries they harvest. All export 
coffee is sun-dried and unwashed, because this fetches a premium export price. 
Quality is controlled throughout the chain. The development agent (the govern-
ment extension officer) and the cooperative pay unannounced visits to farmers to 
check on the drying process. An expert from the agricultural department checks 
the beans brought by cooperative to the processing factory for moisture content 
and colour. 

The farmers have indirect control over the price because the union negotiates a 
price (in dollars) with the importer in Germany. The farmers may receive a low 
price when they sell their coffee, but they collect a bonus every year (200% in 
2003) once the coffee has been sold to the importer.

How Ato Imito’s coffee gets to Germany
Each morning, Ato Imito and his children 
walk the 2 km to his forest plot to harvest 
coffee. The bushes are scattered across their 
2 ha of land, and it takes them the whole day 
to pick 50 kg of mature red coffee cherries. 
They carry the cherries back home, where 
Imito’s wife, Abeba, prepares a coffee cer-
emony so the family can taste the results of 
a long day’s work. 

Imito and Abeba invite their neighbours to 
drink the coffee and discuss the latest news. 
The current coffee prices are high on the 
agenda. After the neighbours have gone, 
Imito and Abeba lay the rest of the cherries 
out to dry on raised trays, being careful to 
keep dirt away. 

When the cherries are dry, Imito selects the 
best quality to sell, leaving the lower quality for sale on the local market. He takes a 30 kg 
bag of the best quality cherries to sell to the cooperative store, about half an hour’s walk 
away. 

Ato Getachow, who runs the store, registers Ato Imito’s 30 kg. Once he has bought 2000 
kg from the local farmers, the Kaffa Forest Coffee Union will send a truck to bring it to the 
processing factory. There, the beans are processed and the best are selected for export. 
They are packed in 100 kg bags and taken to a warehouse in Addis Ababa, from where 
they are exported to Europe. 

The coffee is dried on a raised bed to 
keep it free of dirt.
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Outcomes 
In 2003, the local price of coffee was birr 9/kg (€0.85). KFCU was able to get 
double that (birr 18, or €1.70/kg) for the beans it exported. Farmers receive 60% 
of this for their crop – part when they deliver their beans to the coop, and part 
later as a dividend. The remainder pays for transport and other costs to the port 
of Djibouti, and the costs of running KFCU and its member coops.

In 2005, the KFCU exported 108,000 kg of beans, generating over €85,000 in 
revenue. 

The farmers are owners of the un-
ion, which has already twice paid a 
dividend. The union controls chain 
activities such as logistics, processing, 
marketing and exporting. It negotiates 
prices, coordinates the producers, and 
organizes quality control throughout 
the chain. 

Lessons
•	 If private sector firms willing to buy the product are engaged from the begin-

ning, it is possible to build a value chain very quickly.
•	 The paperwork is important. Without an export license, KFCU had to export 

through another organization. It now has its own license, allowing it to get 
much better prices for its product.

Forest coffee produced in 
Kaffa

Year
Prepared 

for export  
(kg)

Export-
ed (kg)

Sold 
locally 

(kg)
2003 36,000 36,000 -

2004 138,823 108,000             30,828

2005 203,400 108,000 95,400

Primary coop-
erative share

9%

Farmers’ payment 
(initial plus dividend)
60%

Farmer Union share 
13%

Direct cost for 
coop to Djibouti  

18%

Distribution of income from wild coffee in Kaffa, 2004
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The Kaffa Forest Coffee Union makes 
surprise visits to growers to check on 
quality

Coffee quality counts
Results of cup tests by independent 
laboratories in Germany. KFCU exports 
coffee from wild varieties grown in un-
managed forest – the very best quality.

Coffee 
variety Where grown Quality 

of coffee

Improved Garden, full 
sun Poor

Improved Garden, shade Poor +

Wild Transplanted 
to garden Good

Wild Managed 
forest Better

Wild Unmanaged 
forest Best

Challenges and ambitions
The KFCU has decided to improve its market intelligence by establishing a mar-
keting office in Addis Ababa. This allows it to look for other clients in Europe 
and the USA that may be interested in buying Kaffa coffee. 

A further possibility would be for KFCU to roast the coffee directly at its process-
ing plant. A study would be needed to assess financial, technical, and managerial 
feasibility of such a venture.

More information: Engida Mekonnen, engidamekonnen@yahoo.com

Chain movements
Farmers used to sell unprocessed coffee to traders, and had 
little control over prices �. 

Through KFCU, they now not only process and package their 
beans; they also have a much greater ability to manage various 
aspects of the value chain �.

�

�
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Partners pulling on the chain
KFCU’s success is the result of collaboration with a range of private-sector, non-government 
and government partners. These include the following:

•	 GTZ’s Public Private Partnership programme supported a study of market opportuni-
ties for the coffee union and provides funding. 

•	 Original Food and Kraft Foods, two German companies, have undertaken to buy 36 
tons of coffee. 

•	 The Amber Foundation has improved the quality process.

•	 GEO Saves the Rainforest (a project associated with the magazine GEO) certifies the 
coffee. 

•	 The University of Bonn has helped with improving coffee production and in forest 
conservation.

•	 The Jimma Bonga Catholic Secretariat provides training and distributes improved 
drying technologies. 

•	 Farm Africa works on participatory forest management. 

•	 The Kaffa Rural Development Department is helping on cooperative formation and 
extension. 

•	 The Rural Credit Fund provides credit to the farmers.

It has been possible to mobilize assistance from such a large number of organizations for 
two reasons: the ready market in Europe for high-quality forest coffee, and the importance 
of conserving what remains of Ethiopia’s rainforest and the valuable biodiversity it contains 
(including, of course, the wild coffee varieties).
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Expanding dairying opportunities in 
Thika District, Kenya

CoFFee used to be the economic backbone of rural Thika District, in central 
Kenya, so the collapse of coffee prices has hit farmers there hard. The situa-

tion has been made worse by the liberalization of the dairy and cereal markets. 
Milk prices were so low that farmers could not break even, and milk buyers 
bought only limited amounts when production was good. Small-scale farmers 
in the district were in dire need of alternatives.

The district’s dairy farmers could sell their milk in three ways.
•	 They could sell fresh milk to local consumers for KSh 14 (about €0.16) per 

litre. The customers would pay either each day or at the end of the month.
•	 They could sell larger amounts to traders who would sell it in the towns. The 

traders paid KSh 14 per litre either each day or at the end of the week.
•	 They could sell to a large dairy products firm, which paid KSh 16 (€0.18) per 

litre at the end of the month.

Farmers complained that all three customers delayed their weekly or monthly 
payments, or refused to pay because the milk was “spoiled”. The farmers realized 
that the traders were making a lot of profit – from KSh 6 to 15 (€0.07–0.17) per litre 
(not counting their costs), while the farmers were making only KSh 1–4 a litre. 

Credit would have helped the farmers in this situation, but very few qualified for 
it because their businesses were not profitable. In 2001, for example, 88 farmers 
in one area applied for credit, but only four met the micro-finance institution’s 
criteria. Faced with this dilemma, the farmers approached the government exten-
sion service for advice. 

The	NALEP	approach
The National Agricultural and Livestock Extension Programme (NALEP) offered 
an ideal way to address the Thika farmers’ problems. This programme works in 53 
of Kenya’s 70 districts. It provides free technical services on crops and livestock, 
as well as integrating crosscutting issues. Its strategy is to concentrate on a par-
ticular area for 1–2 years, and sensitize farmers there on an issue or technology. 
It typically helps the farmers to form “common-interest groups” to focus on a 
particular crop or technology, and coaches these groups in the necessary skills. 
Once the groups can manage themselves, NALEP staff leave them on their own 
so they can move on to other groups. 
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The programme recognizes the important role played by other extension pro-
viders, and strives to target the poor. It is easy to target better-off households. 
Serving the poorest is harder. NALEP realizes this, so it links farmers it cannot 
serve to other organizations that are better able to help them.

From understanding to intervention
When the farmers of Thika approached them, NALEP staff first had to understand 
the situation. So they conducted a survey to identify the problems and potential 
opportunities, and to set up indicators for participatory monitoring and evalua-
tion. This survey showed the need to build the farmers’ capacity in various areas 
so they could overcome production, management and marketing problems.

NALEP staff and others then outlined various options for the farmers to discuss 
and choose from. They used posters and other approaches to promote these 
and to elaborate the advantages of each, giving the farmers an opportunity to 
understand before they chose. The options covered a range of crop and livestock 
production, marketing and value addition.

Many of the farmers settled on dairy farming. They formed marketing-based 
common interest groups, and extension staff trained them in the various technical, 
management and leadership skills they would need, and worked with them on an 
action plan. The groups elected their own management committees – 40% of the 
committee members are women – to take them through their plan. NALEP also 
facilitated visits by the Thika farmers (on a cost-sharing basis) to other parts of 
the country so they could learn how other groups had solved similar problems.

The outcome: chain management
The Thika farmers organized themselves, had their premises inspected by public 
health officials, and obtained a license from the Kenya Dairy Board. They rented 
a stall in a town nearby and started collecting milk. Within a week they were 
able to sell 250 litres per day to the public – and there was demand for another 
150 litres. They usually ran out of milk by 11.00 a.m. each day, so had to turn 
customers away. Demand was such that they had to strike deals with 600 more 
farmers, and even had to buy milk from wholesalers.

The farmers could now break even – something they had not done for a long time. 
To boost their production and increase their profits, extension staff helped them 
formulate their own feed ration rather than buying commercial feed. This made 
it possible for them to cut their production costs per litre from KSh 13 to KSh 10 
(from €0.15 to 0.12). They also raised their sale price to KSh 18 (€0.20) at a time 
when the main buyer was offering KSh 17 (€0.21). The group has asked the exten-
sion service for help in improving their breeds to boost production further.

The farmers found they could diversify their product lines: they could sell not 
only fresh milk, but also mala (sour milk) and boiled milk. They started making 
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NALEP proposed various options; many of the farmers chose milk marketing 

and packaging yoghurt for various market outlets. Women farmers began baking, 
cooking ugali (maize meal), and selling along with the milk. This in turn attracted 
new customers who wanted snacks with their milk. The groups’ processing and 
selling activities have created jobs for other family members too. 

The large dairy products firm felt threatened by the grouping of 1000 Thika 
farmers – as most have stopped selling their milk to the firm so they can sup-
ply their own organization. It tried to woo the farmers back in various ways: 
by providing feed on credit, by grading roads, and by selling the farmers good 
heifers. But the farmers saw their own welfare as a priority, and the organization 
has held firm. 

Why they succeeded
This is the farmers’ project: they were involved all the way through, from 
baseline survey and problem analysis to planning and implementation. During 
problem analysis stage, they realized that most of the traders had only one func-
tion – transport – and made over 50% profit, while the producers languished 
in poverty. The analysis revealed that the large firm processed and packaged 
the milk before selling it – giving the farmers an opportunity to sell fresh milk 
at a lower price. The farmers also realized they had land and labour; what they 
needed was organization. And they were also able to diversify into selling other 
products to attract customers.

This sense of ownership is vital for sustainability. To ensure the farmers remain 
active, even after the extension staff depart, all the procedures are agreed upon 
– including the amount of time the extension workers will spend with the group. 
Training of leaders on their roles ensures good management all though and this 
has been an added advantage.
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Benefits
•	 The farmers raised their income from an average of KSh 13 (€0.15) per litre to 

KSh 18–24 (€0.21–0.28) a litre.
•	 The farmers are fully employed, and they treat their farming as a business.
•	 The women earn money by making and selling food.
•	 The community as a whole has become more cohesive because of its collabo-

ration on a common activity. 

Lessons	
•	 The Thika farmers’ experience shows that it is possible to assist farmers by 

presenting them with opportunities and helping them choose those where 
they have the greatest comparative advantage.

•	 The “common interest group” concept can be used for other types of enter-
prises too. 

•	 Organizations give the farmers a stronger voice, allow them to take advantage 
of economies of scale, reduce their costs, and enable them to access credit and 
attract training opportunities.

•	 Farmers can take on tasks such as procurement, processing and bulk packag-
ing. They can also introduce technical innovations such as the introduction of 
new varieties or breeds. In time, such commodity groups can be transformed 
into bigger farmers’ organizations with the capacity to export their prod-
ucts.

•	 A major challenge remains: how to bring other farmers (especially the poor-
est) on board so they too can produce for the market and improve their in-
comes. 

More information: Lincoln Mwarasomba, l.mwarasomba@nalep.co.ke

Chain movements
The farmers have added milk collection, transportation, process-
ing, retail, cattle breeding, feed formulation and processing to 
their activities. They have also organized themselves, adding 
a wide range of management functions to their activities. From 
being chain actors �, they are now firmly in the chain co-owner 
quadrant �.

�

�
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Linking potato farmers to restaurants 
in	Uganda

Farmers in the southwestern highlands of Uganda and neighbouring Rwanda 
grow potatoes (known locally as “Irish potatoes” to distinguish them from 

sweet potatoes), mainly for food security. The low temperatures and absence of 
potato blight disease (which prevents production at lower altitudes) have allowed 
potato production to rise. But the area’s steep slopes, difficult terrain and poor 
roads mean that transport and communications are limited.

The farmers traditionally produce and sell ungraded, mixed varieties of potatoes 
at the farm gate. They are poorly organized and have limited storage facilities, 
so sell most of their crop at peak harvest times. That means they get low prices, 
and have little incentive to invest in improved production. 

However, with the rapid expansion of towns, particularly Kampala, food habits 
are changing, creating new market options for better organized farmers. One such 
group, the Nyabyumba Farmers’ Group in Kabale District, has started selling 
graded, high-quality chipping potatoes directly to a fast-food outlet in Kampala. 
To meet the stringent quality parameters for this contract, the farmers have had to 
innovate in their production, organization and marketing. They have been able to 
do so because of effective support from research and development services, and 
because the group has invested its increased income in further improvements. 

The Nyabyumba Farmers’ Group
The farmers of Nyabyumba village have been growing crops such as potatoes, 
sorghum and beans for many years. In 1998, with support from local NGOs, they 
formed a group based on a farmer field school focusing on seed potato production. 
They joined the Uganda National Seed Potato Producers’ Association in 1999, 
and for several years successfully produced potato seed. But by 2002, demand 
for potato seed began to fall as the market became oversupplied. 

The main problem for the farmers was a lack of a decent price and market outlet 
for potatoes grown for eating (known in the trade as “ware potatoes”), rather 
than for seed. Poor demand meant they could not benefit from their investment 
in seed production. The Nyabyumba group asked the Regional Potato and Sweet 
Potato Improvement Network (known as PRAPACE) to help them find alterna-
tive markets. 
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In response, CIAT’s Agro-Enterprise team trained staff from Africare, an interna-
tional NGO that provides services to farmers in Uganda, in how to analyse supply 
chain and develop business plans. Africare in turn helped the farmers develop 
a new potato enterprise by analysing the supply chain, identifying a range of 
market options, and so linking themselves to a more sustainable financial future. 
This intervention consisted of three phases.

Phase 1: Planning and preparing for the market 
The Nyabyumba group worked with the Africare market facilitator to study the 
changes in demand for potato, the current production status, profitability, the 
group’s organizational strengths, and the types of support they could obtain from 
their research and development partners. A marketing team was established, 
which comprised members of the farmers’ group and service providers to evalu-
ate market opportunities. 

Phase 2: Analysing the supply chain and 
designing the enterprise 
The marketing team conducted a participatory supply chain analysis to assess 
the actors and services involved in producing, handling, and selling potatoes 
to various market outlets. The team identified several market opportunities for 
potatoes: the local market, the Kampala wholesale market (450 km away), small 
shops in Kampala, or a fast-food restaurant in the capital. 

The farmers decided to take on the most profitable market option, even though 
they knew it involved the biggest challenge. The offer was to sell potatoes to Nan-
dos, a multinational fast-food restaurant which buys 5 to 10 tonnes of potatoes a 
month. The farmers and market facilitator held further meetings with Nandos staff 
to undertake a cost–benefit analysis and confirm the viability of direct sales. 

The farmers and Africare then developed an action plan. This involved identify-
ing critical points in the production–sales process, and making provisions for the 
types of actions and investments required to supply the Nandos contract. 

Phase 3: Establishing the enterprise 
After developing their enterprise plan, the team returned to Kampala to negoti-
ate contractual terms with Nandos. This included aspects such as price, variety, 
volume, quality, frequency of supply and terms of payment. This part of the 
process required careful planning and rigour in analysing costs, payments, roles 
and responsibilities. 

The market analysis and enterprise planning process revealed changes the farm-
ers would have to make. These included the following.
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Finance Africare was willing to facilitate the process, but its policy of “no hand-
outs” meant it would not finance them. So the farmers had to find the money 
themselves. They had to open a bank account so they could accept payments by 
cheque from Nandos. To bridge the first 3–4 months, they had to draw on their 
own resources and on savings. They also had to borrow about USh 3 million 
(€1,400) from within the community. 

Organization The group formed a management committee, and members 
received basic training in record keeping and accounting. To ensure quality, the 
group selected lead farmers to monitor production and to participate in market-
ing. 

Communication Nandos asked the group to buy a mobile phone to reduce 
communication problems. This was vital in maintaining links with Nandos and 
transport firms. 

Consistency of supply The farmers were used to two harvests per year, and had 
to make radical changes to ensure a regular supply of 10 tonnes per month. They 
did this through a combination of adopting new varieties, staggered planting, 
planting in wetlands, using drip irrigation, building stores, and buying potatoes 
from other farmers when their stocks were low. 

Quality The farmers had to learn how to sort and grade their potatoes quickly. 
Potatoes transported to Kampala that did not meet the Nandos grade, had to be 
sold on the wholesale markets, where they fetched a much lower price. Failure to 
meet the grade was costly: 80% of the initial delivery of potatoes were rejected. 
This was a major loss in income. So over the next 8 months, the farmers worked 
hard to reduce the level of rejects. This effort paid off, and rejection rates fell from 
80% to less than 10%. By December 2004, the farmers were consistently supplying 
potatoes that met Nandos’ stringent quality requirements.

Experimentation and innovation To achieve this performance, the farmers 
adopted several innovations, such as micro-irrigation in upland areas, which 
significantly improved the quality of off-season tubers. To synchronize produc-
tion, members have taken on strict planting schedules specifying planting times, 
amounts to be planted, availability of planting materials, harvest date and ex-
pected yield at harvest. They changed the planting density to increase the size of 
the potatoes. Farmers also cut off the plants above the ground a few days before 
harvesting; this reduces the tuber moisture content and extends storage life. This 
experimental work was supervised by experts from the National Agricultural 
Research Organisation (NARO). 

Outcomes
From July 2003 to April 2004, the farmers managed to deliver 76.5 tonnes of po-
tatoes to Nandos, earning them USh 24 million (€11,000). By May 2005, they had 
supplied 190 tonnes of potatoes to Nandos, bringing their total income to USh 
60 million (about €30,000). 
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Deliveries and income are likely to rise, and more farmers will become involved. 
By May 2005, the group had expanded to 120 members, 80 of whom are women. 
More women are getting involved in production, and both the secretary and 
treasurer of the management team are women. 

The group has progressed from serving an oversupplied seed market to being an 
active supplier of high quality, graded ware potatoes. It has improved its position 
in both chain activities and chain management.

Chain activities
The group was already involved in several chain activities, including supplying 
seed potatoes, organizing for land management issues, irrigation, production, 
financing of production, negotiating contracts, and delivering products to vari-
ous buyers. 

The farmers have increased their control over chain activities. They grow high-
quality seed and have developed strong links with NARO. They have increased 
their ability to experiment with support of research and development partners. 

Transportation from remote Kabale District is a key issue. The management team 
have tackled this by arranging for empty trucks returning from Rwanda to Kam-
pala or Mombasa to pick up loads of potatoes in Nyabyumba. This significantly 
improves their ability to deliver the product on time. 

Chain management
The major innovations have been in the area of chain management. 

Social capital and organization innovations
• A small farmer group was accepted as a farmer field school and at first fol-

lowed FAO’s field school approach. It morphed into a commercial farming 
association when the farmers learned new marketing skills.

• The organization has established various committees and elects members to 
the posts of chair, secretary, treasurer, marketing officer, lead farmers, and 
so on. It has developed a simple business and a longer term vision – one that 
members can articulate easily.

• Participatory approaches have significantly improved the group’s ability to 
take collective action.

Finance innovations
• The group was able to save more than USh 1 million (€460) in the 2 years lead-

ing up to the business becoming profitable. They used this money to improve 
their ability to produce and market their product effectively.

• The group opened a bank account, giving them financial credibility.
• The group was able to access credit through the buyer at zero interest. 
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Technology innovations 
• The group has tested new potato varieties for local adaptability and market 

demand. The farmers have switched from a mix of varieties to one specific 
variety suitable for making high-quality chips.

• The group has improved its seed supply system to cover its own needs as 
well as supplying other farmers in the area with high quality, disease-free 
seed potatoes.

• The farmers are re-investing their profits invest in improving production. 
For example, they have installed micro-irrigation systems so they can grow 
potatoes year round, enabling them to supply the buyer with a consistent 
volume each month.

• They maintain bunds on slopes to control erosion, and apply fertilizers to 
maintain soil fertility.

Market linkage innovations 
• The group strengthened their links to buyers by buying a mobile phone, by 

being pro-active in seeking new trading relationships, and by making personal 
contacts in the market place and with other supply chain actors. 

• The group continuously assesses its market options and is seeking ways to 
diversify its buyers. 

• The group also continuously analyses its profit and the quality of its pro-
duce.

Lessons
The Nyabyumba farmers’ enterprise is now more firmly established. Although 
they face many challenges, they are seeking to develop strategies for growth. The 
group’s experiences demonstrate that:
• The process of linking farmers to markets was based on a long-term (10 year) 

process to build social capital. This has included support from various service 
providers: NGOs such as Africare (which focused on group dynamics and 

Chain movements
The farmers have moved from being chain integrators � with 
an emphasis on seed potato production, to a highly organized 
supplier of quality, bulked product to a specific processor/retailer 
on an informal contractual basis �. The major shift was to 
greater horizontal integration; they also increased their vertical 
integration through improvements in sorting and grading.

�
�
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leadership), FAO (farmer field school approach), PRAPACE (research insight 
and business linkage options), NARO (new storage methods and varieties), 
and CIAT (agro-enterprise support). 

• The 10-year timeframe is important: groups with less social capital and lead-
ership would have been unlikely to have succeeded in such a venture. 

• The participatory market orientation enabled these smallholders to play a 
leading role in identifying a market and successfully linking themselves to 
a higher-value market option. This required strong support from the service 
providers, but it showed that farmers could learn rapidly not just how to 
supply a chain but also to innovate and respond to new challenges as they 
emerged.

• Taking a market orientation enabled the farmers to increase their income and 
to invest in better agronomic practices. 

• The ability to test and adopt new innovations at critical points in the enterprise 
process, such as at production, post-harvest handling and marketing, are vital 
for success. 

• Enterprises must be based on the collection and analysis of sound technical 
and economic information. 

• Participatory approaches permit actors in the supply chain and service pro-
viders to achieve a better understanding of the challenges met by each actor 
in the chain.

• Farmers can gain confidence and improve their negotiating power by consoli-
dating relationships with their buyers and establishing effective communica-
tion channels. 

• In this case, women were able to play a key role in developing and sustaining 
the business. 

Ambitions
• The group is undertaking periodic analysis of the market. They have identi-

fied a new market to supply a potato crisp factory in Kampala. 
• Many other people are now seeking to be involved in this new market area. 

This will increase competition for the Nyabyumba group.
• The group is considering diversifying into other products. 

More information: Shaun Ferris, CIAT, s.ferris@cgiar.org


