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EXECUTIVE SUMMARY
From April 20 through May 9, AFE consultant Steffen Cambon led a value chain program design exercise with Global Communities (GC) Mongolia for the EMIRGE program in the dairy sector. This included an orientation, field planning, ten days of value chain (VC) interviews and lead firm identification in the field, and two focus group discussions with Lead Firms (LFs) in the dairy sector.

GC Staff Orientation and Field Planning– An orientation for GC local staff and selected partners was held from April 21st to 22nd and included 13 participants. The purpose was to present the market development approach and the steps in VC program design in preparation for GC’s program design and implementation activities in the dairy sector. This was followed by a fieldwork planning session that included developing an initial list of key informants in the public and private sector, establishing and coordinating two Teams for VC analysis, reviewing interview guides to use during VC analysis, and providing tips on interview strategies and how to solicit thorough information from key informants.
Field interviews - Field work, which began on April 23, included visits to state agencies as well as Ulaanbaatar-based VC actors (dairy processors). After the first day, the field Teams began conducting an end-market assessment that included interviews with retailers, open market traders, and processors of final dairy products. Beginning Tuesday, April 29 the Teams began interviewing other VC actors including veterinarians, herders, processors, and brokers.

Constraints identification and prioritization of market-based solutions - Upon conclusion of the interviews, the Team articulated all the farm-level constraints faced by herders/farmers, as well as the various challenges that brokers, processors, and veterinarians face as providers of market-based solutions to address these constraints. Subsequently, the market-based solutions (MBS) to these constraints were prioritized according to their ability to improve the competitiveness of the value chain and benefit small-scale dairy farmers (also referred to in this report as micro, small, and medium scale enterprises or MSMEs).The shortlisted MBS were then used as the main focus of focus group discussions (FGDs)

Focus group discussions with lead firms - The first FGD was held with representatives of five major dairy processors in Ulaanbaatar on May 7, while the second was held with six brokers in Zunkharaa (Selenge province) plus one local veterinarian.  The purpose of the FGDs was to: 

1) validate the proposed MBSs and related value chain constraints

2) validate the incentives and challenges that Lead Firms (Inclusive Businesses) in the value chain have to provide the MBS to MSMEs targeted by the program

3) have Lead Firms  propose initiatives/ interventions that they can undertake to address the challenges they face in providing the MBS to targeted SMEs

4) discuss potential facilitation activities that the GC program can undertake to support Lead Firms in implementing their proposed initiatives (thereby promoting increased benefits for targeted SMEs and increasing value chain competitiveness). 

Several initiatives were proposed by lead firms during the FGD exercise, but it is necessary for GC to continue following up to articulate the program design ideas further for program implementation.

	Market-Based Solution 1
	Targeted Providers (Lead Firms)

	Access to improved breeding services for farmers, including Artificial Insemination (IA)
	Brokers and processors in collaboration with veterinarians offering AI services 



	Illustrative Lead Firm Initiatives (that could be facilitated with GC technical and cost share support)

	Illustrative initiatives proposed by brokers (to be designed and conducted by the brokers themselves) included: 

· provide more information to farmers/herders on improved breeding techniques as well as AI through publication of booklets for distribution to farmers 

· farmer meetings co-facilitated together with the veterinarians

Processors signaled willingness to hold stakeholder discussions/trainings with dairy farmers and to develop a "model farm" where breeding methods could be showcased. The Suun Sonder Director in particular advanced this concept, believing there is enough good will among different processors to share resources for such an endeavor.


	Market-Based Solution 2 
	Targeted Providers (Lead Firms)

	Access to improved fortified feed to farmers
	Brokers , Processors

	Illustrative Lead Firm Initiatives  (that could be facilitated with GC technical and cost share support)

	· Processors indicated a desire to incentivize farmers’ use of feed by developing a multi-tiered pricing system, paying more for higher fat content. To do this, they have agreed to hold a general meeting on setting up pricing standards. At the FGD they asked if GC could help facilitate such a meeting 

· Brokers implementing "rewards programs" with farmers to incentivize higher quality/higher fat milk production - encouraging use of feed

· Holding visits/workshops between brokers and international and national feed suppliers on availability of different feed options

· Processors signaled interest in including feed rationing within a "model farm" initiative [see MBS#1]. This would involve specifying the contents and amounts of feed to optimize production.




	Market-Based Solution 3
	Targeted Providers (Lead Firms)

	Training in improved hygiene, storage, and  transport techniques to farmers
	Brokers,  Processors

	Illustrative Lead Firm Initiatives  (that could be facilitated with GC technical and cost share support)

	· One processor suggested organizing a study tour with processors to Ulan Ude (across the border in the Russian Federation) where a more quality-minded yet practical sourcing model from collection to processing is rumored to be in place. GC could support processors to explore if other models might be more relevant, cost-effective, and interesting to them.

· Brokers requested assistance in researching improved testing equipment. Existing equipment (Lactoscan™ in particular) is reportedly unreliable and only tests acidity. They requested GC to help them reach out to international suppliers as well as processors, who are using simple filtration technologies that might be practical if made available to brokers as well.

· Brokers would like to gain more experience in organizing farmer meetings and imparting proper collection and practical post-milking storage techniques to farmers. This can involve two types of arrangement: 1) site visits at milking sites to provide short trainings in the summertime and 2) larger, more centralized farmer meetings.




Next steps in program development - Now that the GC Team is experienced in value chain theory and program design, they are encouraged to continue contacting other lead firms, develop invitations for application (IFA) and send these out to lead firms, and draw up MoUs and associated technical/financial support agreements over the next three months (or less).
I.
INTRODUCTION
This report details program design activities led by Action for Enterprise (AFE) on behalf of Global Communities' (GC) EMIRGE program in the dairy sector of Mongolia.  EMIRGE is a 5-year program being implemented by GC that targets nascent groups of smallholder producers in Mongolia. The program works to design, test and document innovative approaches to economic and cooperative development, enhancing field programs while piloting methods for broader use. In an effort to identify new initiatives and facilitation activities, GC engaged Action for Enterprise to lead a value chain analysis and program design exercises for the dairy (fresh milk) sector. 

The program design included several phases. During the field interview phase, value chain constraints and market-based solutions (MBS) to those constraints were identified, as well as private sector market actors with the incentives and skills to provide the MBS to producers in a sustainable manner. At the end of the field interviews, two focus group discussions (FGDs) were held with potential Lead Firms (LFs)/MBS providers to validate information collected during the interviews and to have the firms propose initiatives that they could undertake (with technical and cost share support from EMIRGE) to address the challenges they face in providing the MBS to diary farmers. The purpose of these activities was to help GC to prepare and implement a market development program that will generate sustainable impact for small-scale farmers (most of whom are members of GC-sponsored dairy producer cooperatives). This will done by promoting improved and expanded relationships between these farmers and value chain LFs that have have incentives to invest in the upgrading of producers. In this way impact can be sustainable and continue after the end of EMIRGE. 

This report presents these activities in more depth and also provides recommendations to the EMIRGE program for next steps. It also presents documents (in the appendices) that will be useful for implementation. 

II.
DESCRIPTION OF FIELD ACTIVITIES AND METHODOLOGY
From April 20 through May 9, AFE consultant Steffen Cambon led the program design exercise with GC Mongolia staff and GC headquarters representative Cara Bidwell. These activities are presented below.
2.1.
Staff Orientation
The orientation was held from April 21 - 22 and included 13 participants including GC staff, several staff members of a partner organization (Development Services), a representative from the Mongolian Ministry of Agriculture, the President of a local agricultural greenhouse business association, and an associate from the Mongolian Dairy Producers' Association. The purpose was to present the market development approach and the steps in VC program design in preparation for GC’s program design and implementation activities in the dairy sector. The orientation was also an opportunity for the consultant to gauge progress in preparatory activities that took place prior to his arrival. The orientation covered the following steps in VC program design theory. 

Introduction and Review of Value Chain and Market Development Principles - Of special importance during this introductory session was the discussion of: 1) traditional, unsustainable market development approaches vs. more sustainable models that are inclusive of all actors and; 2) avoiding traditional pitfalls of development programs that result in market distortions and unhealthy dependencies of beneficiaries on direct provision of services by development organizations.

Value Chain Selection and Selection Criteria

The GC team had largely completed this activity under AFE's guidance in the weeks prior to the fieldwork. The two main selection criteria adopted for GC's program design were: 

1) Unmet market demand (i.e. evidence of strong effective demand and/or demand for products exceeds supply)
2) Potential number of producers in the target areas engaged in the value chain (including producers not engaged in producer groups).
Value Chain Analysis, Mapping, Governance Structures, End-Market Assessment, and Identification of Constraints - A preliminary value chain map of the dairy sector was examined along with the various players, their roles and interrelationships, support networks and end markets. The map was used to identify potential interviewees in the dairy value chain and its support markets. Over the course of the fieldwork, this map would be altered to reflect realities on the ground in the current Mongolian context. Next, there was a discussion of all the types of constraints one can expect to encounter in the dairy value chain, based on AFE's illustrative model from Kenya – which proved to have several similarities to the Mongolian dairy VC – as well as participant's observations from the local context.

Market-Based Solution (MBS) Identification - During this presentation participants were exposed to the principles of identifying market-based solutions (MBS) that can respond to value chain constraints as well as identifying market actors with incentives to provide these MBS on a commercial and sustainable basis.  It was noted that the GC program had been providing a variety of services to producers but that these services were not sustainable. 

Assessing MBS and Identifying Lead Firms (LFs) as Potential Providers - The purpose of this session in the orientation was to showcase the idea of identifying MBS providers in the market place (e.g. processor firms, brokers, input supply companies, banks) and building their capacity  to address value chain constraints, moving the GC program away from a model of direct service provision. This segment was capped with a discussion on LFs and how a development organization can support them in implementing their own strategies for addressing VC constraints and building relationships with dairy producers that they transact with (EMIRGE program's target beneficiaries). Illustrative examples of LF initiatives and development program facilitation activities (to support those initiatives) were reviewed.

Review of Interview Strategies for Value Chain Analysis and Logistical Preparations for Fieldwork - Following the orientation, the consultant conducted a fieldwork activity planning session with GC's field Team, consisting of Program Manager Tuul Tuvshinbayar, Dairy Specialist Enkhtuya Boldbaatar, Horticulture Specialist Narantsetseg Dashtseren, Marketing Specialist Selenge Chadraabal, and Economic Development Unit Technical Officer Cara Bidwell. This session covered the following points:

· an initial list of key informants in the public and private sector to contact for interviews

· establishing and coordinating two Teams for VC analysis – one that would accompany the consultant to project areas in Ulaanbaatar, Selenge and Darkhan provinces, and the other to focus on greater Ulaanbaatar and surrounding Tuv province; twice-weekly group report-back sessions were scheduled for coordination and exchange of information

· a review of interview guides to use for VC analysis including questions to focus on, depending on the interviewee

· tips on interview strategies and how to solicit thorough information through open-ended questioning, observing confidentiality with private sector businesses, etc.

2.2.
Field work 
2.2.1
Value chain analysis

Field work began on April 23 with visits to state agencies (Ministry of Agriculture and various offices therein) as well as certain Ulaanbaatar-based VC actors. The entire Team attended the first interviews to ensure that information was solicited according to strategies discussed during the planning session. 

After the first day, the two Teams split up and began conducting an end-market assessment with retailers and open market traders, as well as processors of final dairy products. By Tuesday, April 29, the one Team was conducting field interviews with VC actors in Selenge and Darkhan provinces while the other Team focused on meetings with lead firms and other VC actors based in greater Ulaanbaatar.

At the end of the field interviews for VC analysis, Team members discussed all the farm-level constraints identified by interviewees along with corresponding market-based solutions. A prioritization exercise of these MBS was then conducted based on two criteria: 1) potential for the MBS to improve the competitiveness of the value chain and; 2) number of small-scale dairy farmers (also referred to as micro, small, and medium scale enterprises or MSMEs) that could benefit. The results of this MBS prioritization exercise are presented under Section 3.3

Team members then began to focus on identifying potential LF/MBS Providers to target, adapting their interview strategies accordingly. Based on the prioritized MBS two types of LFs with incentives to provide the MBS and broad outreach to the farmers as well as the market were targeted as MBS providers: dairy processors (mostly based in Ulaanbaatar) and broker-collectors (mostly concentrated in GC program areas of Selenge province). These firms were invited to participate in the focus group discussions (FGDs) described below.

2.2.2.
Focus group discussions (FGDs)

The first FGD was held with representatives of five major dairy processors in Ulaanbaatar on May 7, while the second was held with six brokers in Zunkharaa (Selenge province) plus one local veterinarian, who was also targeted as an MBS provider and asked to complement the discussions held by the brokers. Both FGDs were facilitated by GC Program Manager Tuul Tuvshinbayar and Dairy Specialist Enkhtuya Boldbaatar.  

The purpose of the FGDs was to: 

1) validate the proposed MBSs and related value chain constraints
2) validate the commercial incentives and challenges that value chain Lead Firms have to provide the MBSs to MSMEs targeted by the program
3) have LFs  propose initiatives that they can undertake to address the challenges they face in providing the market-based solutions to targeted MSMEs
4) discuss potential facilitation activities that the GC program can undertake to support LFs in implementing their proposed initiatives (thereby promoting increased benefits for targeted MSMEs and increasing value chain competitiveness). 
FGDs were also an opportunity for GC to present its program and intention of collaborating with LFs and to support them in the implementation of their initiatives. The FGDs also generated buy-in and involvement of these market actors. They also helped to present possible facilitation activities and the basis of the program’s work plan, while defining the types of activities GC can and cannot promote under EMIRGE. Finally, they served as a means of building the capacity of GC staff so that they can hold further FGDs in the future. The information gained from these first two FGDs is described under Section 3.4.

III.
RESULTS OF VALUE CHAIN ANALYSIS
This section provides a description of the Mongolian dairy milk value chain based on information gathered from respondents in April/May 2014. A value chain map is presented below, followed by a discussion of the VC actors, their horizontal and vertical relationships, an end-market assessment, and a list of value chain constraints.

3.1
Value Chain Map and Description of Market Actors 
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The VC map above gives a general picture of the Mongolian dairy VC. This map would differ if it were to be regionalized (e.g. to the Tuv province vs. Selenge or Darkhan contexts), with certain players active in some areas and absent in others (e.g. brokers or large-scale processors, the latter who are almost exclusively concentrated in Ulanbaataar).

Milk Producers

The most numerous VC actors are smallholder dairy farmers. These farmers operate either independently, as part of informal farmer groups or as part of more formal cooperatives.  They can be distinguished from herders, who tend to hold less head of dairy cattle but who fulfill the same production functions in the VC. While GC is currently working with an estimated 600 diary farmers who are grouped into cooperatives in their three project areas, these are living side-by-side with thousands more. 

Since the collapse of the state collective dairy farms, small milk producers have dominated milk production. They comprise two main groups: i) traditional nomadic herder households with mixed herds of up to 200 or more animals and ii) peri-urban households with up to 20 milking cows. A growing number of larger dairy farms (comprised of 20 – 40 milking cows)  have been established between 50 and 100 km from Ulaanbaatar and other urban centres.

More than 80 percent of dairy farms are located near Ulaanbaatar, the capital city, and in Tov and Selenge aimags, the main crop areas of the country. Small dairy farmers usually have their own market outlets and deliver raw milk to: i) milk processing units, ii) food/dairy markets, iii) small food stores or kiosks and institutions (canteens, hospitals, sanatoriums, schools, kindergartens). The milk price for raw milk per litre sold in places like this is about 200 - 450 Tugruks in summer and 800 - 1400 Tugruks in winter. These prices are lower than packaged milk bought in stores. Most Mongolian farmers milk their cattle by hand and store/transport it in plastic canisters, which poses a threat to milk quality and safety as the  canisters are hard to clean and to keep clean. Milk yields depend on breed types – local cows give up to 3 litres while “black-while” and “Alatau” cose yield more than 5 litres.

Input suppliers
Smallholder farmers often purchase veterinary and sometimes artificial insemination services from veterinarians. . Veterinary services are typically on an on-call basis. These services include vaccination, medication to treat infection, trauma and emergency medicine (broken limbs, difficult births, etc.). Veterinarians in the project areas are all private and source their medicines and vaccinations from various importer-distributors of animal health products, all based in Ulanbaataar. Many of their vaccines are sourced through the Ministry of Agriculture. Often, these importer-distributors provide trainings, brochures and informational materials to veterinarians. Those veterinarians who also work as inseminators (there are around 20 officially listed) source most of the semen and liquid nitrogen for artificial insemination from Mongolia's gene bank, an office under the Ministry of Agriculture. The semen, available in various grades and differing in price accordingly, is either imported from as far away as the EU
 or harvested locally. The veterinarians also collaborate with dairy milk processors to provide certificates of quality confirming the milk comes from disease-free areas before it is processed.

Depending on their location, farmers also purchase feed after the summer season from feed suppliers that include brokers, feed mills,  flour mills, or distilleries. The latter two entities sell by-products, including wheat chaff and concentrate. More remote farmers/herders rely on brokers to supply them with feed. Medium-and large-scale farmers rely on the same suppliers but tend to purchase (or even grow) the feed themselves. A limited but growing trend is for some of the larger dairy processors to start their own animal feed farms, the products of which they forward to their supplier farmers.

Raw Milk Brokers

Raw Milk Brokers are active in Selenge province and source fresh milk from dozens of farmers in surrounding municipalities.
 Just like some of the processors to whom they sell, they organise collection points for more remote farmers if possible, especially during winter months when milk production and sales fall. The milk is transported in special jugs either to their own cooling centers around Selenge (there are at least 3 such centers in Zuunkharaa alone), or directly to processors in Ulanbaataar.  Typically, brokers have the capacity to cool 3 MT of milk/day. They often work on contract with several of the major dairy processors, who will pay them within three days of receipt and sorting of milk in Ulanbaataar. They work on a trust basis with dairy milk farmers/herders and are able to pay for collection within 6-8 days if not less, either in cash or to their bank accounts, depending on when they are paid by the processors. Often they take loans in order to pay the farmers cash sooner. 

To incentivize higher milk output from farmers, the raw milk brokers often provide feed at wholesale prices (see above). They also engage in unofficial "reward" initiatives, holding events and providing farmers with honorary milk jugs, prizes, etc. to encourage higher quality, consistency of supply, and quantity.
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In Selenge, farm gate pricing is usually based on what the largest processor and collector, Suu Kompani, pays: this company, which has a 20 MT cooling/collection center in Zunkharaa and several more in Tuv province, posts its pricing at the beginning of the summer and fall/winter seasons. Based on this, other processors will offer the same  or even higher prices to supplier farmers. The price that brokers receive from processors is typically 10-15% higher than the price the brokers pay to farmers.

Dairy processors
Dairy processing companies can be divided into two subtypes: small and medium-large. Both types process fresh milk into an array of products including pasteurized whole milk, UHT milk in TetraPack cartons, drinkable yogurt, "fruit-on-the-bottom" yogurt, dried milk curds, butter, ghee, and cheese. The industry is developing rapidly with the majority of new players entering the market since the sector was privatized between 2004-2006.  Currently there are five large processors, all based in Ulanbaataar and mostly fitting within the structure of larger conglomerates: Suu Kompani, Apu (which has just entered the market), Teso (currently building a milk powder processing plant), Orgul Huns (mostly known for its drinkable yogurt), and Mon Suu. These companies source either from their own farms (Orgul Huns), from farmers or from brokers. The majority of their milk products however are produced using reconstituted milk from imported powdered milk from New Zealand (the Fonterra company). Processors stated that they do this as there is insufficient local supply (or consistency) to satisfy the urban market (they stated that quality is better with fresh milk). 
In addtion to these large-scale processors there are upwards of a dozen small-medium sized dairy processors. The major difference between the small-medium and large-scale processors, aside from the scale of production, is the limited ability of the small-medium processors to finance expansion and marketing. They are often faced with financing difficulties, do not always advertize their products, and cannot rely on financing from "mother companies"  for capital or market investments (several of the larger processors are part industrial conglomerates that have greater resources and ability to self-finance). That said, their relationships with brokers and supplier farmers are similar, if on a smaller scale.

Milk and Dairy Product Retailers
With regard to retail, the further away from Ulanbaataar, the more likely the farmers will be selling fresh unpasturized milk at open markets directly to open market milk retailers and small grocery stores. These transactions are often in limited quantities, the retailer rarely travels to the farmer/herder for pickup, and there is little evidence of any contractual relations between them. Most farmers transport their own milk to these buyers. Open market retailers cater mostly to lower income urban consumers, operate at lower overheads, and have informal relations with suppliers. For farmers in Darkhan province and the north of Selenge by the Russian border, aside from open markets, many of them seek schools (kindergartens) as market outlets with which they might sign contractual agreements, either individually or as members of farmer groups. In areas closer to Tuv province, brokers (and dairy processors) also supply to these schools. Milk sold in the supermarkets is pasturized and sold by the processing companies – which makes it more expensive. Many local people, however, prefer fresh unpasturized milk for its taste. 
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The large-scale and some of the small-medium scale processors' main retail outlets are large chain supermarkets (e.g. Nomin, Minii Zakh, Mercury, etc.)  The entrance threshold into one of these chains is availability and consistency of supply, along with acceptable packaging (TetraPack™ or other industrial and/or aseptic plastic packaging). It is customary for the supermarkets to take the milk products on credit and pay within a few weeks of supply. Sometimes this period is even longer and constitutes another prohibitive threshold for many of the smaller processors to supply them as they are frequently shorter on operating capital.

The next most important retail outlet is small grocery shops, most which are independent. All these supermarket and grocery retailers are supplied through the dairy processors' own transport fleets
.  

Importers
Importing of dairy products takes two forms: 1) milk powder from New Zealand and 2) imports of UHT milk and fruit-on-the-bottom yogurts from Russia, Korea, and China. The former product is imported directly by the larger processor companies themselves, whereas it is the supermarket chains and independent importer-exporters bringing in the  processed foreign imports.

Support markets
/Finance
Banks and financing are active at all levels of the dairy milk VC. Private banks offer all players, including herders, so-called "herder loans" as well as loans for capital investments, but the latter are usually offered only to VC actors with sufficient collateral. Small-scale dairy farmers do not access such individual capital investment credit, taking mostly short-term and/or seasonal "herder" loans at higher rates of monthly interest (often at 2.2%). All of the brokers must take short-term loans in order to  pay farmers quickly. Processors also take capital investment loans.

There are various government-subsidized "soft" loans and financing available, but none of the smaller companies, farmers, or herders interviewed claimed to access these. These loans seem to be more readily available to larger companies investing in infrastructure (processing / cooling plants, etc.) and may be politically connnected as well. Without exception, all of the small- to medium-sized dairies on down to farmers and brokers claimed that accessing these loans is a confusing and time-consuming process. 

3.2
End Market Assessment

Key to understanding the bottlenecks in the dairy milk VC has been understanding growth trends in final markets (retail) and how various factors affect farm gate purchase prices on the ground, with direct effects on farmer incomes. Through interviews with retailers, key informants in the government, and major VC actors, the following points were noted that define the market for this VC:

· Demand for fresh milk products has been increasing in urban centers (i.e. Ulaanbaatar) in recent years as the population's wealth increases and awareness is raised to the benefits of fresh vs. powdered milk. Increased demand has brought an inability by producers and processors to meet it, especially during winter months when overall output falls. Overall, Mongolia only produces 25% of its consumption of milk products, while the rest is filled by imports. 

· The Mongolian tugrik (MNT) foreign exchange rate has plummeted by at least 35% in the last year, rendering the price of imported milk products prohibitive (specifically the powdered milk from New Zealand used to process most of Mongolia's UHT milk and a large proportion of its drinkable yogurts), offering a newfound competitive advantage to products made from locally-sourced milk. The dive in the exchange rate reflects medium- to long-term trends such as a decline in foreign direct investment (FDI) and global coal prices, Mongolia's chief export.

In light of these factors, Mongolia's dairy milk VC is experiencing rapid development that is being felt all the way down to producers. The picture on the ground is changing rapidly, with much promise for producers and other VC Actors. Overall, dairy processing has grown 17% in the last year alone (source: Ministry of Industry and Agriculture of Mongolia, Department for Food Production Policy Implementation). Many new processors have appeared since 2004 (when SUU, the state conglomerate and one-time monopoly, was privatized and the market opened up for competition) but especially during the last six years. Processors are putting new products on the market with more advanced packaging and sales strategies (see the box below), reflecting the increased sophistication of Mongolian consumers. This is leading to competition between these actors to source local fresh milk and promises to drive producer prices higher. 

Typically, as milk supplies dwindle during the winter months, the farm gate price reaches its highpoint (January-February), thereafter it steadily drops and reaches its low point during the summer. This is due to increased summer output, which for many remote farmers with limited market access (e.g. selling at open markets that are only able to absorb limited quantities of fresh milk) results in a glut of milk production, which they partially mitigate by making lower-value dried products (to sell during the winter).
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In 2014, market prices for the first time have not fallen in anticipation of the "summer glut" of fresh milk. According to interviews with Dairy Association officials, the farm gate price year-round has jumped 30% since 2012-2013.This is largely corroborated below in the diagram of the farm gate price trend for dairy milk over the last several years as collected by GC in Selenge province.

While the price is expected to fall somewhat in the summer, as of late April/early May it had remained high and did not follow the established seasonal trend of many years. This is expected to result in benefits for producers in particular, as they will have more money to invest in production, feed, cattle housing, and other factors that can further increase production as well as livelihoods overall. However, for the time being it also carries a certain amount of risk for the entire VC as the rush to supply milk quantities could result in lower quality, which could ultimately affect consumers and potentially the image of locally-sourced milk. 

[image: image5.png]Milk price per 1 litre, tugrug

1000
900
800
700
600
500
400
300
200
100

Jan  Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

=011 =212 w—=2013 ——@u=2014




Source: Global Communities Mongolia

3.3
Constraints and Market-Based Solutions 

Based on the information garnered in the field with key informants, the following constraints and associated market-based solutions (MBS) in the dairy milk VC were identified:

	Value Chain Constraints for Dairy Milk Producers
	Market-Based Solution

	Financial:

	Lack of access to credit specific to farmer/herder needs results in farmers not taking loans to finance purchasing of feed, investment in housing for cows, and payment for new livestock and veterinary services
	1. Access to appropriate and affordable credit to dairy milk farmers
2. Training in basic financial management to farmers

	

	Technology:

	Lack of access to power and cooling at the farm results in increased likelihood of spoilage of farmers’ milk, especially during the summer months


	3. Access to proper storage equipment and technologies to farmers 

4. Training in proper handling to farmers

	Input supply:

	Lack of knowledge and application of best practices in animal breeding techniques by farmers results in decreased farmer productivity and income

	5. Access to improved breeding services including AI for dairy farmers

6. Training in on-farm improved variety breeding techniques to farmers

	Lack of availability of affordable good fortified feed, for maximum yield, decreases farmers' abilities to produce sufficient quantities of milk during the cold months
	7. Access to improved fortified feed to farmers

	Management/technology:

	Lack of practice of good post-milking techniques by farmers in preparing and transporting raw milk (from farm to collection points and processors and/or brokers) results in loss of sales opportunities due to spoilage
	8.
training in improved storage and transport techniques to farmers
9. access to improved equipment and technologies to farmers for storage
10. training in improved hygiene practices to farmers



	Lack of proper technique and hygiene practices by farmers leads to incidences of foreign matter in raw milk and reduced sales
	

	Farmers often lack proper housing and electricity for milking machinery, ventilation,  and lighting for cows, especially in the cold months, which results in compromised hygiene practices and reduced sales
	

	Unclean equipment and/or milking practices results in milk not meeting quality standards of processors and brokers with resultant loss of income 
	

	Farmers lack clean water resources (wells and taps), resulting in poor hygiene and reduced sales
	

	Market access:

	Remoteness and lack of regularity/timeliness of collection at collection points results in spoilage of milk, reducing farmer income and broker/processor opportunities
	11. organization of appropriate collection points for farmers

12. training in improved storage and transport techniques to farmers




Once a final list of constraints and market-based solutions (MBSs) was articulated after the field interview process, the Team prioritized each of the MBSs on the basis of i) their potential to increase the growth and competitiveness of the dairy milk VC, and ii) their potential to benefit the greatest number of farmers (including those in target cooperatives). 
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The grid below shows how each of the market-based solutions from the table above was prioritized and ranked by the GC Team.  

	Potential to Increase Value Chain Growth and Competitiveness


	High
	9
	
	5, 7, 11-12

	
	Medium
	1
	3, 8
	6, 4, 10

	
	Low
	2
	
	

	
	
	Low
	Medium
	High

	
	
	Number of farmers that will benefit from MBS


1. access to appropriate and affordable credit to dairy farmers; 2. training in basic financial management to farmers; 3. access to proper storage equipment and technologies to farmers; 4. training in proper handling to farmers; 5. access to improved breeding services for farmers, including AI; 6. training in on-farm improved variety breeding techniques to farmers; 7. access to improved fortified feed to farmers; 8. training in improved storage and transport techniques to farmers; 9. access to improved equipment and technologies to farmers for storage; 10. training in improved hygiene practices to farmers; 11. organization of appropriate collection points for farmers; 12. training in improved storage and transport techniques to farmers (to collection points)

For this particular stage of program development  the following MBS were selected as having the highest potential to meet the above-mentioned criteria:

1. Access to improved breeding services for farmers, including AI

2. Access to improved fortified feed to farmers

3. Training in improved hygiene, storage, and  transport techniques to farmers

It is important to note that, as the program develops, some of these MBSs (and corresponding constraints) may be revisited based on better understanding, new opportunities for program facilitation activities, or if realities on the ground in the value chain change. It would also be beneficial for the program to promote the remaining MBS if budget and timeframe permit. 

3.4
Assessment of Market-Based Solutions and Illustrative Initiatives Proposed by Lead Firms 

During the later stages of the interview process, Lead Firms (LFs) with potential commercial incentives to provide the targeted MBS to producers were identified. These included processors, banks, farm equipment and engineering companies, feed suppliers, traders/brokers, and other VC actors. Representatives from two of these VC actors (dairy processors and Selenge-based brokers) were then invited to participate in focus-group discussions (FGDs) to more thoroughly assess the targeted MBS, validate gathered information and solicit ideas on initiatives they would like to carry out to help overcome their challenges. 

At the first FGD in Ulanbaataar, representatives from five processor companies (including Apu, Suun Sonder, Eko Suu, Mon Suu) participated and offered their insights, proposed initiatives, as well as suggestions for GC support. The second FGD, held in Zunkharaa on the following day, involved six brokers plus one local veterinarian, who was able to validate dynamics of collaboration with brokers and processors as well as certain farm-level constraints. 

The initiatives proposed by both brokers and processors during the FGDs are still somewhat general and lacking in detail. Therefore, to articulate lead firm initiatives more specifically, the GC staff will need to work with the LFs to think through and document their proposed initiatives more thoroughly. This could be done as part of the LFs’ responses to “Invitations for Applications” (described later in this report).

The following tables describe the assessments of the prioritized MBS and include proposed Lead Firm initiatives and illustrative EMIRGE facilitation activities. 

	MARKET-BASED SOLUTION (MBS) #1:

	Access to improved breeding services for farmers, including Artifical Insemination (IA)



	VALUE CHAIN CONSTRAINT

	Lack of knowledge and application of best practices in breeding techniques by farmers results in decreased farmer productivity and income



	EXISTING OR POTENTIAL MBS PROVIDERS

	· Artificial Insemination agents and veterinarians together with importer-wholesalers of vet products
· Brokers (through AI agents)
· Processors(through AI agents and field technicians)



	CHALLENGES AND INCENTIVES TO PROVIDING THE MBS

	Challenges for MBS Providers:

Except for the veterinarians and AI agents, these providers are part of the vertically integrated sourcing system and each is linked with the other through a business relationship. Hence, their challenges are in most occasions common as the target market is the same. The biggest challenge is involving the veterinarians more closely and finding mutually beneficial business incentives. A summary of challenges for targeted providers follows.

Veterinarians/ Inseminators 

· often lack experience and knowledge in improved breeding practices

· AI inputs are expensive and the service is not always profitable
· It is sometimes difficult to access liquid nitrogen for transport of semen 
Herders
· very skeptical regarding efficacy of AI and inexperienced in applying the technique correctly

· semen quality from gene bank not always good (i.e. slow or dead spermatozoa, or as a cheap import the sperm appears to be breeding mostly male calves)

· often it takes several attempts for a successful insemination to occur. Often the farmer/herder  is unable to isolate the cow from bulls, or else the feti of improved varieties inseminated (mostly Alatau, Simmentaler and Holstein) are too big for many local cows to bring to term

Brokers and Processors

· not used to working together with AI agents in the field to introduce best practices, etc.

· processors only work with veterinarians for certificates of quality


	Incentives for MBS providers:
· Increased supply of milk for processing

· Loyalty and trust built from farmers over the long-term 

· Supporting the growth of animal herds in the region, increasing the fresh milk market supply 


	CHALLENGES AND INCENTIVES FOR FARMERS TO USE THE MBS

	Challenges for Farmers:
· Many herders in more remote regions very unfamiliar with the concept of AI; others that are familiar with it are very skeptical of its results

· AI services difficult to access in remote areas (specifically Tunkhel)



	Incentives for Farmers
· Higher farm income from increased milk output 


	PROPOSED PROVIDER(S) OF THE MBS

	Brokers and processors in collaboration with veterinarians offering AI services 

Rationale: Brokers in particular cited the lack of experience in providing information and/or encouraging AI to farmers. Moreover, they lack materials and knowledge about the procedure that veterinarians could help them provide. However, as they deal with farmers regularly, by linking more closely to veterinarians they can both help expand veterinarians' client base.

Processors are in a similar position, although many do not reach out as directly to herders/farmers as do brokers. Still, it is in their interest to collaborate more closely with veterinarians on outrech campaigns.



	ILLUSTRATIVE LEAD FIRM INITIATIVES (to be facilitated potentially with GC technical and cost share support) 

	Illustrative initiatives proposed by brokers at the FGD (with input from at least one veterinarian) are fairly general and will need to be elaborated in more detail. However, they point to the general direction of what brokers would be willing to do to advance this particular MBS:

· provide information to farmers/herders on improved breeding techniques as well as AI through publication of booklets for distribution to farmers 

· farmer meetings co-facilitated together with the veterinarians

· Processors signaled willingness to hold stakeholder discussions/trainings with target farmers, in addition to a "model farm" where breeding methods could be showcased. The Suun Sonder Director in particular advanced this concept, believing there is enough good will among different processors to share resources for such an endeavour.



	ILLUSTRATIVE EMIRGE FACILITATION ACTIVITIES TO SUPPORT LF INITIATIVES

	Illustrative EMIRGE facilitation activities to support LFs to implement their initiatives include the following:

1. Support brokers to develop informational pamphlets which can be distributed to farmers 
· Support brokers to conduct a needs assessment of farmers to see what tools and information would be most useful to farmers to improve breeding techniques 
· Support the brokers to identify a technical expert who can help them to develop informational materials
2. Support processors and veterinarians to conduct training/information events for farmers 

· Support the processors and veterinarians to conduct a learning needs assessment of the farmers, and then to develop content and training module for producer training activities together with technical experts

· Provide cost share financial support to processors to conduct training activities for farmers

· Develop and implement approach for assessing impact of training on farmers

3. Support processors to build the technical capacity of their staff to better train/orient farmers which would be part of the model farm initiatives
· Work with processors to organize TOT for their staff/trainers on breeding methods.

· Support LFs to develop content and training module for farmer training activities together with technical experts 




	MARKET-BASED SOLUTION (MBS) #2: 

	Access to improved fortified feed to farmers


	VALUE CHAIN CONSTRAINT

	Lack of farmer knowledge/practice as well as availability of affordable good fortified feed, for maximum yield, decreases farmers' milk production during the cold months. 



	EXISTING OR POTENTIAL MBS PROVIDERS

	· flour mills and distilleries/breweries

· processors

· brokers

· veterinarians

· agricultural extension agents

· crop production/input supply companies [for wheat, barley, oats, and fodder]


	CHALLENGES AND INCENTIVES TO PROVIDING THE MBS

	Due to time constraints, no feed suppliers (flour mills, distilleries, breweries, and input supply companies) were interviewed during the field work. It is suggested to conduct VC analysis interviews for follow-up. Meanwhile, at the FGDs, brokers and processors as existing providers were solicited for their initiatives in supplying feed to farmers. As small-scale farmers and those who are more remote are less likely (or able) to purchase feed directly from feed producer companies, brokers and increasingly processors are providing this essential service.

Challenges for MBS providers [processors and brokers]
Processors and brokers
· are often unfamiliar with feed science and ration calculation, despite the fact that they provide feed directly to farmers 

· lack training materials in extending fortified feed application and rationing

· For brokers: processing companies and other buyers sometimes delay payments, making it difficult for them to purchase feed from distillery and other sources 

· Feed prices in 2013-14 have increased 

Farmers 

· are resistant to purchasing feed as it is costly for them to buy; for example, if the hay harvest is high in the summer they may not be inclined to purchase for the winter

· feel that milk production will not increase sufficiently to justify the cost of additional fortified feed (especially with local cow varieties)  

· flour mills and distilleries often do not have sufficient quantities of feed available (based on their output) for sale. The type of feed the breweries/distilleries offer may not be optimal, with brokers and processors reporting that this type of feed might be increasing lactic acidity.

· For brokers: processing companies and other buyers sometimes delay payments, making it difficult for brokers to purchase feed from distillery and other sources 
· Feed prices in 2013-14 have increased 


	Incentives for MBS providers [processors and brokers]:  

· Increased production and sourcing of milk 

· Improved reputation and supplier loyalty 

· Improved milk quality (e.g. higher fat and protein content)

 

	CHALLENGES AND INCENTIVES FOR FARMERS TO USE THE MBS

	Challenges for Farmers:
· Many herders and farmers lack financing to purchase sufficient feed quantities over the winter

· Farmers lack sufficient knowledge on rationing calculation

· Not all farmers have access to enough water to supplement fortified feed/lick blocks, as the high salt content in fortified feeds/lick blocks from breweries and distilleries makes cattle more thirsty



	Incentives for Farmers
· Higher farm income from increased milk output 


	PROPOSED PROVIDER OF THE MBS

	Brokers 

Processors [for rationale, see below on pricing standards]



	ILLUSTRATIVE LEAD FIRM INITIATIVES 

	Just as with MBS #1, illustrative initiatives proposed by brokers at the FGD (with input from at least one veterinarian) are fairly general and will need to be elaborated in more detail (through the IFA process). However, they point to the general direction of what either processors or brokers would be willing to do to advance this MBS:

· Processors indicated a desire to incentivize farmers use of feed by developing a multi-tiered pricing system and paying more for higher fat content. To do this, they have agreed to hold a general meeting on setting up pricing standards. At the FGD they asked if GC could help facilitate such a meeting [note: care must be made to ensure such a GC-facilitated meeting is not merely a platform upon which processors agree on farm gate prices, as this could be seen as collusion]  

· Brokers implementing "rewards programs" with farmers to incentivize higher quality/higher fat milk production - encouraging use of feed

· Holding visits/workshops between brokers and international and national feed suppliers on availability of different feed options
· Processors signalled interest in including feed rationing within a "model farm" initiative [see MBS#1].



	ILLUSTRATIVE EMIRGE FACILITATION ACTIVITIES TO SUPPORT LF INITIATIVES

	Illustrative EMIRGE facilitation activities to support LFs to implement their initiatives include the following:

1. Support processors and brokers to develop strategic plans for establishing the incentive programs and rewards systems to farmers.

· Support the them to complete the various tasks required, including

· Assess the potential market size in the target areas

· Identify appropriate types of incentives/rewards 

· Identify the key constraints to providing the programs/systems at the company level and devise a mechanism to address them

· Assist the companies to implement their strategic plans but with a light-touch facilitation and not being part of the transaction
2. Support processors and brokers to organize research visits/workshops to explore different dairy feed options which are available to Mongolian dairy farmers 
· Support the brokers and feed suppliers to prepare and conduct the visits/workshops including

· Define the visit/workshop purpose and objectives 

· Identify staff who are best fit to participate 
· Conduct research into potential sites and organizations to highlight
· Contact potential sites and companies to arrange visits/workshops
· Determine an appropriate itinerary that is both educational and cost-effective

· Draft a contract, if necessary, with the highlighted firms
· Coordinate the travel logistics 

· Ask pertinent questions during the visit/workshop to ensure objectives are being met
· Evaluate the research visit/workshop and establish a follow-up work plan for participating companies

 


	MARKET-BASED SOLUTION (MBS) #3: 

	Training in improved hygiene, storage, and transport techniques to farmers


	VALUE CHAIN CONSTRAINT

	Lack of practice of good post-milking techniques by farmers in preparing and transporting raw milk (from farm to collection points, processors and/or brokers) leads to loss of sales opportunities due to spoilage 



	EXISTING OR POTENTIAL MBS PROVIDERS

	· brokers

· processors

· equipment importers [needs follow-up]


	CHALLENGES AND INCENTIVES TO PROVIDING THE MBS

	Challenges for MBS providers
Processors and Brokers
· lack  experience and systems in more formal training approaches to farmers, despite the fact they sometimes provide feedback and incentives to farmers for higher output and quality.
· Farmers do not follow processors’ suggestions/feedback

· Brokers not using appropriate collection containers (e.g. blue polymer tubs) at farm gate.

· Brokers do not have appropriate testing equipment for accurate quality checks at the farm gate

· Many processors lack direct-to-farmer traceability system in their milk collection to identify which farmers are providing quality milk

· Many processors unable to perform appropriate quality checks upon collection before transporting to their cooling or processing center.
· The rise in milk prices often undermines efforts to target quality, as processors are under pressure to purchase all the milk they can  

	Incentives for MBS providers
Processors and Brokers
· Improved quality assurance, especially for compliance with the 2012 food law (especially relevant to processors)

· Less spoilage means more fresh milk product opportunities for processors

· Veterinarians have an incentive to provide training to farmers in improved disinfection and sanitation, equipment cleaning, improving housing to farmers as a fee-based service. But farmers are not used to paying for this type of service, preferring to use vets for more traditional, immediate services such as AI and vaccination, etc.

 

	CHALLENGES AND INCENTIVES FOR FARMERS TO USE THE MBS

	Challenges for Farmers:
· Many farmers are resistant to change traditional practices

· Farmres lack access to practical veterinary information on teat hygiene, ductal infections and blockages

· Remote farmers lack appropriate cooling facilities



	Incentives for Farmers
· Higher farm income from increased milk output 


	PROPOSED PROVIDER OF THE MBS

	Brokers – Brokers are most vulnerable to penalization of spoilage as they transport the milk to processors but have little resources to spot check quality on the ground upon collection; the initiatives they proposed during the FGD reflect this concern

Processors – while up to now th epressure has been exclusively on securing enough quantity, there is increasing demand on theUB market for higher quality, in addition to the necessity to comply with the 2012 food safety law.



	ILLUSTRATIVE LEAD FIRM INITIATIVES 

	· One processor suggested organizing a study tour for processors to Ulan Ude (across the border in the Russian Federation) where a more quality-minded yet practical sourcing model from colleciton to processing is rumored to be in place. GC could work with processors to explore storage and transportation models that might be more relevant and cost-effective.  

· Brokers requested assistance in researching improved testing equipment. Existing equipment (Lactoscan™ in particular) is reportedly unreliable and only tests acidity. They requested GC help them reach out to internaitonal suppliers as well as processors who are using simple filtration technologies that might be practical if made available to brokers as well.
· Brokers would like to gain more experience in organizing farmer meetings and imparting proper collection and practical post-milking storage techniques to farmers. This could involve two types of arrangement: 1) site visits at milking sites to provide short trainings in the summertime and; 2) larger, more centralized farmer meetings



	ILLUSTRATIVE EMIRGE FACILITATION ACTIVITIES TO SUPPORT LF INITIATIVES

	Illustrative EMIRGE facilitation activities to support LFs to implement their initiatives include the following:

1. Support processors and brokers to organize research visits/study tours  
· Support the brokers and feed suppliers to complete the various tasks required, including

· Define the visit/workshop purpose and objectives 

· Identify staff/farmers who are best fit to participate 
· Conduct research into potential sites and organizations to highlight
· Contact potential sites and companies to arrange visits/workshops
· Determine an appropriate itinerary that is both educational and cost-effective

· Draft a contract, if necessary, with the highlighted firms
· Coordinate the travel logistics 

· Ask pertinent questions during the visit/workshop to ensure objectives are being met
· Evaluate the research visit/workshop and establish a follow-up work plan for participating companies

 


IV.
RECOMMENDATIONS FOR NEXT STEPS IN PROGRAM DESIGN 
This section presents proposed next steps in the program design and implementation process. These points were discussed by the AFE consultant with the GC Team durng the final days of the consultancy. 
4.1
Solicitng Applications from MBS Providers (Lead Firms)
Although many Processors and Brokers (the principal LFs identified as providers of targeted MBS) were interviewed during the program design exercise it will be important to reach out to others that fit the profile and criteria established by GC/EMIRGE. This will help ensure that GC is providing an equal opportunity to all qualified LFs interested in collaboration and maximizing the number of qualified LFs. This can be done through a public advertisement (through newspapers, associations, etc.) where qualified LFs are requested to submit an “expression of interest” to collaborate with the GC program (see example EOI in AFE Practitioners Manual for Working with LFs: www.actionforenterprise.org/lf-manual.pdf)

Also, as time did not permit the Team to interview all potential LF/MBS providers it will be useful if GC staff can conduct a few additional interviews (and potentially an FGD though that would be optional) with feed suppliers, farm equipment suppliers, and banks. One bank representative for example, in Zunkharaa (from Khaan Bank– see the appendix for contact details) expressed the desire to meet with GC and their target groups as he felt that not enough farmers/herders are aware of the various financial products his bank could offer them. He would also like to study options for tailoring their financial products to farmers/herders.

More immediately, it is important for GC to "keep the ball rolling" with the processors and brokers it has met by distributing the “Invitation for Applications (IFA)” developed to solicit proposed initiatives from the targeted LFs that will help build their capacity to provide the targeted MBSs to dairy farmers (see appendix for draft IFA). The IFA includes clear guidelines and parameters that stipulate the nature of potential collaboration between GC and the LFs. Once applications are submitted by these firms, GC can enter into discussions and negotiations to determine the most appropriate initiatives to support. The IFA provides an opportunity to follow-up on ideas that were already discussed with market actors and to get into more details about proposed activities. IFAs should be distributed to as many Lead Firms/ potential MBS providers as possible.
Once activities are identified and agreed upon, GC can develop MOUs and technical/financial support agreements (MOU Addendums) with the targeted LFs. These will clearly describe the nature of collaboration between the project and the LFs, roles and responsibilities, and cost share budgets. Once these are established, GC can then provide technical support as needed to the Lead Firms in implementing their initiatives.

Using Question Guides to Facilitate Lead Firm Interventions and the IFA process

As GC gets started with the process of building its relationships with LFs, AFE recommends that they develop Question Guides to help the LFs refine their intervention ideas. This will help ensure GC plays the correct role of “facilitator” by allowing LFs to develop and define their own initiatives. 

Using Question Guides will help the LFs (and GC) think about all of the decisions/tasks to ensure preparation and implementation of their initiatives. It is important to adapt each question guide for the specific LF initiatives being promoted, which requires research into the proposed initiative to ensure questions are appropriate. An example question guide can be seen below:
 SHAPE  \* MERGEFORMAT 



4.2
Structuring Collaboration with the LFs
After lead firms interventions have been identified and due diligence has been conducted, the collaboration needs to be carefully structured.  This section describes how Memorandums of Understanding (MOU) and addendums to those MOUs (technical and financial support agreements) can be structured to provide clarity and benefits for both GC and the LF.  The section then presents guidelines for cost share financial support as well as lessons learned in negotiating and managing agreements with LFs.  

Memoranda of Understanding (MOUs) - Once GC is ready to collaborate with a LF it is advised to develop an MOU that provides an overview of activities to be promoted (along with general legal provisions) but that does not make firm commitments from GC for technical and financial support.

MOU “addenda” can then be added as needed to describe specific LF initiatives and corresponding technical and financial support from GC.  An MOU addendum is tailored to a specific LF initiative, building on the foundation of the MOU.  The creation of an MOU and addendums should be a collaborative effort - the LF and GC will have specific requirements and requests that need to be negotiated and discussed. Advantages of having a general MOU followed by more detailed addendums include:
· signing a general MOU shows commitment without allocating resources

· MOUs can show progress to donors (while LF interventions are developing)

· addendums allow and encourage flexibility through an “incremental approach” in which learning takes place and trust develops with the LF as collaboration progresses

Additional instruction on what makes up successful MOUs and MOU addendums is provided below. 

Components of Successful MOUs - The following table presents and describes common components in MOU agreements between GC and the LFs it may work with in the future.

	Component
	Description

	Objective
	Statement of purpose and objectives for entering into the MOU 

	General Terms
	Duration of agreement as well as termination, communication and extension procedures

	Confidentiality
	Non-disclosure agreement between parties

	Legal liabilities 
	Jurisdiction, guiding law and language for enforcement of agreement, mediation process for dispute resolution and intellectual property rights.

	Addendums/Supplements
	Clarification that specific activities and support agreements will be presented in addendums to the MOU

	Additional Provisions
	Specific clauses related to local laws, donor restrictions or other provisions not included elsewhere


A sample MOU is included in Appendix 3.

The MOU includes some standard contractual type language.  There might be some awkwardness while wading through these matters with the LF as you are still building a relationship, but done correctly it can demonstrate GC’s professionalism concerning the collaboration. 

MOU Addendums - Once an MOU has been established, addenda are written to define specific collaboration between GC and the LF.  An addendum should describe the activities which will take place for the specific interventions that the LF will carry out, and lay out the responsibilities of both GC and the LF, including financial contributions, technical support, and reporting requirements.  Each addendum should contain the following components:
	Component
	Description

	LF initiatives to be undertaken
	Description of all activities, deliverables, outputs and reporting requirements covered under the addendum

	Relationships among parties
	Establish the roles and responsibilities of the LF and GC for specific activities

	Financial Responsibilities
	Detailed description of financial expectations and obligations

	Timeframe of events/ 

work plan
	Timeframe with clearly established milestones attributed to each party 

	Monitoring and evaluation procedures
	Establishment of the GC’ right to collect and report on activities and participants. Description of reporting procedures.

	Payment Modalities
	Detailed description of cost share agreement and payment modalities


It takes some effort to design and communicate all of the details that are included in an MOU addendum, but it is important that it be done correctly so as to avoid any misunderstandings later in the collaboration.  The LF should also be familiar with the indicators that GC may be responsible for vis-à-vis its donors, so that they understand the importance of their reporting requirements under the agreement. 

Guidelines on Structuring Financial Support to LFs - The information in the table below reflects how financial support to LFs can be structured to reduce the risks of creating dependencies and promote sustainability.  Principles and guidelines are presented according to categories of:  1) timing and duration of financial support; 2) cost share percentages; 3) setting limits of financial support; and 4) miscellaneous. 

	Component
	Suggested Guidelines

	Timing and Duration

of Financial Support
	- Provide financial support to get activity going and get LF excited – but only share costs for the first few interventions / activities. 

- Should be transitioned out over time and should have a limited duration. 

- Should be for a limited time to establish needed systems and capacity

- Ensure that LF is taking full ownership of the initiative

	Cost Share Percentages


	Keep the cost share percentage as low as possible to encourage LF ownership (while still providing incentives and helping to mitigate risks). Put financial support into context that shows a time when subsidies will be removed (e.g. year 1 = 100% subsidy, year 2 =50%, etc.).  

It the draft IFA, it is stated that GC will support between 50 to 70% of the total cost of an activity, which gives it some flexibility of assessing proposed activities and corresponding cost shares on a case-by-case basis. 

	Setting Limits of Financial Support
	At the time of sharing the IFAs with potential LFs it is useful to communicate the amount of funds that it is willing to expend on financial support with LFs. For example, GC has stipulated in the IFAs that it will contribute between 50 to 70% of activities that cost between $2,500 and $7,500. The advantage of stating this up front is that the LFs understands that there is “real” money involved and it will also prevent them from proposing very high amounts of financial support that GC will not be able to support.  

Some feel that by announcing a financial support amount that the LFs will automatically propose interventions for those amounts – even if they are not required. This could happen, but GC will always be in a position to scrutinize LF proposals and cut them back or decide not to fund them.  


	Miscellaneous


	GC and the LF can reduce financial support needed for capacity building by identifying providers of products and services that have an incentive to develop commercial relationships with the targeted LFs and the producers they buy from or sell to. These providers (input supply companies, consultants, etc.) will oftentimes provide free or “embedded” technical support, information, training services, etc. as part of their commercial relationship with the LF and producers.  

Assist LF to look at leasing or alternative financing mechanisms that might be cheaper or offer more flexibility than traditional loans

Build in conditions for LFs that propose initiatives such as study tours, exposure visits, etc. to share that information and promote wider dissemination with other LFs upon their return.


A description is provided below regarding policies and guidelines GC can follow in structuring initiatives with LFs:  
Illustrative Policies for Financial Support to LF Initiatives 

· Producer Training: GC will provide financial support for up to 70% for venue, participant meals/snacks, one non-company trainer, company transportation (first year) - to be reduced to 30% by the 2nd year, and/or 50% cost-share of raw materials used to demonstrate product production. GC will not provide financial support for: company trainers, company staff costs (monitoring), samples of existing company products used for demonstration. 

· Procurement of New Milking Machinery and Testing Equipment:  GC will provide financial support for: transportation and installation of machinery up to $__ per machine and __ machines per company / training of staff operate/ maintain the machinery. GC will not provide financial support for: cost of the machinery or equipment.
· Study Tour to Russia/India/China: GC will provide financial support for: airline/bus ticket and visa arrangements. Company to pay for: all lodging and food
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4.3 
A Note on Funding Beyond EMIRGE

As EMIRGE is scheduled to close out by 2016, GC has the option of seeking funding to continue programs from other sources – specifically private sector donors who support market development. As witnessed in the target areas, there are many "Corporate Social Responsibility" (CSR) projects being undertaken by various investors (including mining companies working in GC's program areas). These appear to have mixed effects, as witnessed in Tunkhel village where a Canadian mining company helped fund the creation of a dairy milk processing facility in 2012 that has poor market prospects (see box left). AFE can assist in this process. As a first step, it is suggested to contact the American Chamber of Commerce (contact: jcox@woodmontinternational.com and tuvshin@amcham.mn) and Business Council of Mongolia (contact Jim Dwyer at  info@bcmongolia.org to find out more about companies that could partner up with GC in future program funding.

4.4 
Three-month program development timeline
A suggested three-month timeline for program implementation is presented in the table on the next page.

	RECOMMENDED ACTIVITIES FOR MONGOLIA

 DAIRY MILK VALUE CHAIN
	 WEEK
	MILESTONES / MAIN INFO OBTAINED

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	

	Value chain analysis interviews: 

	1
	Interviews with input suppliers: feed, flour mills, distilleries, crop companis
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	what are feed  suppliers offering? who is buying? What incentives exist for them to expand outreach to brokers and processors? what are the constraints/bottlenecks in sales?

	2
	Contact with machine/testing equipment importers
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	what testing equipment is being offered? Who is importing it? From where? Affordability? 

	3
	Outreach to other GC programs for companies and models of procurement
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	What dairy sector programs are being conducted and where? How do these fit with the Mongolian context? Are there any international companies that can provide leverage?

	4
	Conduct web search regarding breed, equipment, and feed suppliers
	
	
	
	
	
	
	
	
	
	
	
	
	What kind of affordable feed is aailable internationally? Are there international experts in the sector offering an affordable product suitable to the Mongolian context?

	5
	Contact the Frontera company and other international VC actors
	
	
	
	
	
	
	
	
	
	
	
	
	What is the company's plan in the near-to-medium future in terms of the Nongolian market? How is the changing economic situation and exchange rate affecting sales to Mongolia?

	Further focus group discussions

	1
	Banks and brokers/herders
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	What financial products available? What is the potential for technical support from banks to target herders?

	2
	Processors and veterinarians
	
	
	
	
	
	
	
	
	
	
	
	
	What is the potential for processors exapnding collaboration with veterinarians?

	3
	Stakeholder forum for processors?
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	OUTREACH TO OTHER PROGRAMS/FUNDING

	1
	Contact American Chamber of Commerce
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	Which international companies open to collaboration? Which have already implemented CSR projects and where?

	2
	Contact Business Council of Mongolia
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	""

	3
	Individual conglomerates (General Electric/Fluor)?
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	""

	PROGRAM IMPLEMENTATION ACTIVITIES

	1
	Confirm funding and fit with head office
	
	
	
	
	
	
	
	
	
	
	
	
	Ensure funding is available for specific activities

	2
	Complete final version of an IFA to send out to prospective Lead Firms 
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	3
	Broadcast announcement for lead firm interventions in target areas (possibly using public advertizements)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	4
	Begin reviewing IFAs 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	Work together with LFs

	5
	Develop first MoUs and Addenda with lead firms / begin supporting and monitoring LFs in implementation of their initiatives
	
	
	
	
	
	
	
	
	
	
	
	
	


V.
CONCLUSION AND ACKNOWLEDGEMENTS

Based on the information obtained from a broad range of market actors, there appears to be numerous possibilities for GC to implement a sustainable market development program in the dairy milk value chain – that will generate sustainable market-based solutions for EMIRGE beneficiaries. There can be tangible benefits to a broad range of dairy farmers in Tuv and Selenge provinces to start, followed by further activities in Darkhan. One of the most promising aspects of the EMIRGE program and GC’s position in particular is the lack of other donor-implemented programming in this sector and the presence of many potential LFs eager take on new initiatives (that will benefit both the LF and the dairy farmers they interact with) with the technical and financial support of the GC/EMIRGE program. Also, most of these firms have not been "spoiled" by previous donor-funded engagement.

AFE would like to thank GC and its staff, who have shown dedication in the field as well as a keen understanding of the dynamics of the dairy milk VC in Mongolia as well as lead firm-oriented market development principles. 

APPENDICES
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2. Illustrative IFA

3. Illustrative MOU

4. Sample addendum to MOU

Appendix 1: List of key informants interviewed

	Date 
	Entity name
	Description 
	Contact name and title
	phone, email, and address:

	Government/public sector:

	4/24/2014 
	Ministry of Industry and Agriculture of Mongolia, Livestock husbandry policy implementation department
	Government office
	Mr. Altangerel.Ya, Specialist 
	976-51-263247, mobile 976-99091678, altangerel@mofa.gov.mn

	4/24/2014 
	Ministry of Industry and Agriculture of Mongolia, Department for  Food production policy implementation
	Government office
	Mr. Munkhjargal.B, Senior specialist, 
	976-51-261962, mobile 976-97115669, munhjargalb@mofa.gov.mn

	4/24/2014
	Gene bank of Mongolia, Production and Technology department 
	Government office
	Ms. Jigjidpurev.S, Director 
	976-11-456890, mobile 976-99898408

	4/25/2014
	City Mayor's office
	Agricultural office of Ulaanbaatar City
	Ms. Delgersaikha, Head of Intensive animal husbandry department
	976-11-330424, mobile 976-89595666

	Retailers:

	4/26/2014
	Nomin Supermarket 
	Large supermarket chain 
	 Ms. Chamtsalmaa

stockist
	 

	4/26/2014
	milk/yogurt retailer at Khuchitshonkor market
	open-market SME retailer of milk and yogurt, sells only Suu brand
	n/a 
	Khuchitshonkor market, dairy and meats section

	4/26/2014
	cheese/curd retailers at Khuchitshonkor market
	open-market SME retailer of milk and cheese, butter, and curd
	n/a
	Khuchitshonkor market, dairy and meats section

	4/26/2014
	milk/yogurt retailer at Narantuul market
	
	Ms. Dashdulam
	Narantuul market, dairy and meats section

	4/26/2014
	curd and dried milk product retailer at Narantuul market
	
	n/a
	

	4/26/2014
	Max supermarket
	Large supermarket chain 
	Ms. Nasanbayar.Ts, manager
	 

	4/26/2014
	Orgil supermarket
	Large supermarket chain 
	Ms. Ichinnorov, manager
	 

	4/26/2014
	TOSA market
	Open market
	Mr.Mungun-Ulzii, retailer
	 

	4/26/2014
	Minii supermarket
	Large supermarket chain 
	Ms. Ariuntuya.Ya, milk production seller
	 

	4/26/2014
	Mercury Market 
	High-end supermarket 
	two salespeople
	dairy section for fresh milk and counter for traditional dairy products

	Dairy processors:

	4/24/2014
	APU Joint Stock Company
	Largest dairy processor in Mongolia: milk, yogurt, flavored milk
	Mr. Mendbayar.A, Project director
	976-11-342432, mobile 976-99111526, mende@apu.mn

	4/24/2014
	Delger Tes LLC
	Medium dairy processor in Mongolia: milk, yogurt, traditional cheese, dry curd
	Sunjidmaa.N, Director
	976-11-452589, mobile 976-99116833, nsunjidmaa@yahoo.com

	4/25/2014
	Taishiriin khuleg LLC
	Small scale dairy processor and largest dairy farm: milk
	Amartsengel.O, Director
	mobile 976-99113996, amartsengel@yahoo.com

	4/25/2014
	Eco suu LLC
	Medium dairy processor in Mongolia: milk, yogurt
	Altantuul.B, Executive director
	mobile 976-91917675, 88001531, tuul@milk.mn

	4/25/2014
	Orgil khuns LLC, Vitavit group
	Largest dairy processor in Mongolia: yogurt, milk
	Batzaya.N, Director
	976-70042515, mobile 976-99096500, tzt_e@yahoo.com

	4/28/2014
	Suu Joint Stock Company
	Largest dairy processor in Mongolia: milk, yogurt, cheese, curd.
	Ms. Sanjid Enkhtuya, Deputy Director
	976-11-631950, mobile 99054168, www.mongolmilk.com, esanjid_nyam@yahoo.com

	4/29/2014
	Tunkhel suu group
	Local small scale milk processing unit: curd, sour cream, cheese
	Ms, Ganhuag.B, Leader MPG
	mobile 976-98119110

	5/1/2014
	Suun Sondor
	Medium-scale dairy processor, yogurt and milk products processor in UB
	Ms. E. Bolormaa, General Director
	976-11-631398, mobile +976-99117253, bolormaa_77@yahoo.com

	5/1/2014
	Ulemj organic/Montarimal LLC
	Small scale dairy processor and largest dairy farm: milk, yogurt
	Mr. Tsogtbuyan.R, Director
	mobile 976-91916672, montarimal@yahoo.com

	4/29/2014
	Khaan embuu LLC
	Medium-scale dairy processor, yogurt and milk products processor in Tuv: yogurt
	Ms. Munkhjargal.D, Director
	mobile 976-99081678, 

	5/2/2014
	Darkhan khuns holding company
	Small scale milk processor in Darkhan: milk, yogurt, sour cream, butter, dried curd
	Ms. Tungalag.N, Executive director
	976-70377747, mobile 976-99946499, tunga_1026@yahoo.com

	5/5/2014
	Monsuu LLC
	Medium-scale dairy processor, yogurt and milk products processor in UB
	Mr. Chimeddorj Khadbaatar, Director
	976-70184455, mobile 976-99996527, hadaa_06@yahoo.com

	5/5/2014
	Milko LLC/TESO group
	Large-scale dairy processor: Milk, curd drink, ice-cream 
	Erdenebileg.E, Head of Business development department
	976-75756161, mobile 976-88108887

	Brokers/collectors:

	4/29/2014
	Farmer and broker in Tunkhel
	collecting 1.5 T fresh  milk/day
	Ms. Pagmadulam.Z
	mobile 976-98777736

	4/30/2014
	Broker in Zuunkharaa
	collecting milk from 130 herders/farmers, has 3T cooling facilities 
	Mr. Khishgee.B, Broker
	mobile 976-99015196

	4/30/2014
	Farmer in Zuunkharaa
	Medium scale farmer, former broker
	Ms. Uulentsetseg
	mobile 976-99879834

	4/30/2014
	Broker in Zuunkharaa
	Milk collecting from 280 herders/farmers, has 3T milk cooling facilities 
	Myagmardorj.M
	mobile 976-99863435

	4/30/2014
	Milk cooling center of Suu JSC
	Located in Zuunkharaa, Kherkh bag, capacity 10 T
	Sarantsetseg, operator
	 n/a

	5/01/2014
	Broker in Zuunkharaa
	collecting milk from 120 herders/farmers, has 3T milk cooling facilities 
	Gantulga.A
	mobile 976-99790057

	5/1/2014
	Milk cooling center in Suu JSC
	Located in Batsumber soum, 5T capacity 
	Otgonbaatar.D
	mobile 976-98707078

	Farmers/herders:

	4/29/2014
	Farmer in Zuunkharaa, Selenge province
	SME farmer/owns 10 milking cows
	Purevsuren.N
	mobile 976-88225460

	4/29/2014
	Farmer in Zuunkharaa, Selenge province
	SME farmer/owns 18 milking cows
	Munkh-Undraa
	mobile 976-98386051

	4/30/2014
	Farmer in Zuunkharaa, Selenge province
	SME farmer/owns 16 milking cows
	Munkhnaran.B
	mobile 976-99931124

	4/30/2014
	Farmer in Zuunkharaa, Selenge province
	SME farmer/owns 19 milking cows
	Alimaa.S
	mobile 976-98897448

	5/01/2014
	Farmer in Darkhan province
	SME farmer/owns 3 milking cows
	Niisen
	mobile 976-91337109

	5/01/2014
	Farmer in Darkhan province
	SME farmer/owns 5 milking cows
	Otgonbayar
	mobile 976-99395347

	5/02/2014
	Farmer in Darkhan province
	SME farmer/owns 15 milking cows
	Tsogzolmaa
	mobile 976-91378899

	4/30/2014
	Farmer in Bayanchandmani, Tuv province
	SME farmer
	Naranchimeg.B
	mobile 976-99268211

	4/30/2014
	Farmer in Bayanchandmani, Tuv province
	SME farmer
	Khandmaa
	mobile 976-96016127

	4/30/2014
	Farmer in Bayanchandmani, Tuv province
	SME farmer
	Lkhamsuren
	mobile 976-96016127

	4/30/2014
	Farmer in Bayanchandmani, Tuv province
	SME farmer
	Buriad
	mobile 976-96015711

	5/1/2014
	Farmer in Batsumber, Tuv province
	SME farmer
	Batsukh.U
	mobile 976-99708219

	5/1/2014
	Farmer in Batsumber, Tuv province
	SME farmer
	Nemekhbayar.U
	mobile 976-89288967

	5/1/2014
	Farmer in Batsumber, Tuv province
	SME farmer
	Ganchimeg.U
	mobile 976-89288966

	Private support networks (vets, AI, banks, associations):

	4/29/2014
	Veterinary of Tunkhel bag
	Private veterinarian unit of Tunkhel, Mandal soum
	Munkhtuya.S
	mobile 976-98153929, 976-89279077

	4/29/2014
	Dulguun Kharaa Veterinary 
	Private veterinarian unit of Zuunkharaa, Mandal soum
	Erdenesed.Ch
	mobile 976-99146863

	4/30/2014
	Tavan suvarga Veterinary
	Private veterinarian unit of Zuunkharaa, Mandal soum
	Purevdorj.D
	mobile 976-99172750

	5/01/2014
	Inseminator
	Private Artificial insemenator of Darkhan-Uul province
	Otgongerel.B
	mobile 976-99344498

	4/30/2014
	Inseminator
	Private Artificial insemenator of Bayanchandmani soum
	Purevdorj.U
	mobile 976-95756005

	4/30/2014
	Khan bank
	Khan bank branch in Bayanchandmani
	Munkhzul.E, Economist
	 

	5/01/2014
	Khan bank
	Khan bank branch in Zuunkharaa, Mandal soum
	Naranchimeg.O, Branch manager;  

Uuganbayar.B, Relationship manager
	mobile 976-99093241, 95786687;
976-70367293, mobile 976-95786687


Appendix 2: Illustrative IFA (XX = to be modified as needed by GC)
INVITATION FOR APPLICATIONS
EMIRGE PROGRAM TO SUPPORT THE DAIRY SUPPLY CHAIN IN MONGOLIA

Global Communities' EMIRGE program is a U.S. Agency for International Development (USAID) funded activity which aims to expand market access and incomes of dairy producers of dairy and vegetables in three Aimags: Tuv, Selenge, and Darkhan.  As an implementing partner of the project, Global Communities is charged with the goal of strengthening linkages between dairy processors, farmers, brokers, and other value chain actors.   

Global Communities is inviting selected dairy processors and buyers (milk and yogurt processors, brokers, support networks, etc.) to submit applications to: 

1. build their capacity to provide support to producers they buy from;

2. improve their competitiveness, and/or;

3. expand the number of producers they buy from 

Cost share agreements ranging from 

MNT will be negotiated with selected companies based on the selection process described below. These funds must contribute to a significant investment (in cash or in-kind) that will be made by the companies themselves. Global Communities' program staff will also support the successful applicants in the implementation of their activities.  
Application concepts must be submitted in accordance with the format described and received no later than [month, day], 2014. 

Background
The objective of the program in is to promote mutually beneficial (win-win) relationships between market actors in the dairy industry. Global Communities realizes the importance of private sector companies to drive change and provide technical support, inputs, and market access to the producers with whom they transact. Global Communities is therefore seeking to collaborate with selected companies in order to support initiatives that will improve their competitiveness and build their capacity to provide improved or expanded support to producers from whom they buy. Such companies may include processors, brokers, and others who employ or engage small-scale dairy farmers. 

Illustrative Areas for Support

Proposed activities should contribute to the company’s ability to improve, expand or develop support they provide to producers they buy from or sell to.  Examples of activities that could be supported include, but are not limited to, the following (company would be responsible for organizing and managing these activities with technical and/or cost share support from Global Communities)

1. Development of training modules
2. Company led training, coaching or field days to expose dairy farmers to improved practices in hygiene 

3. Training and capacity building of company brokers and staff to enable them to better inform producers on improved handling and storage methods of fresh milk 

4. Capacity building of company staff / lead farmers to provide improved extension and training services to producers
5. Introduction of sustainable production methods to farmers 

6. Development of posters, brochures or other materials to assist in dissemination of good use of animal health products and feed for small-scale dairy farmers;

7. Expanding the company’s rural distribution network through the identification and training of individuals that can serve as agents 

8. Identification and testing of new and improved quality-testing equipment (and suppliers of those products) 
9. Introduction of new or improved tools/equipment for producers 
10. Learning visits in Mongolia or to other countries to identify:

· Sources of milking tools or testing equipment
· New production and sourcing technologies
· Innovative ways of organizing procurement between producers and buyers 

· New techniques for achieving high productivity/quality/lower costs from farm gate through to retail

· Techniques to identify and eliminate diseases

11. Improving quality management (QM) systems at different levels of supply chain – from producers through to companies (assess quality gaps at different stages of production, develop guidelines for QM systems, develop QM checklists, disseminate QM standards with producers, safety regulations, etc.)

12. Organization of a coalition of market actors to lobby for specific government policies that will support growth in the dairy sector 

*Additional illustrative Lead Firm initaitives are presented in appendix 1 to the IFA. 

This list is non-exhaustive.  It is simply to provide examples of company initiatives that could be supported by Global Communities. Any combination of these activities is encouraged. However, all supported activities must show how they will create sustainable impact for the producers that the company buys from or sells to. 
Global Communities cost share funds cannot be used for:

· Working capital (day to day operations for purchasing, rent, salaries, etc)

· Direct payment to producers

· Fixed assets (computers, looms, equipment, etc)

General Criteria: 

Criteria for applicants eligible for this program include:  

· They must have existing commercial (buying or selling) relationships with at least 20 producers who are participating members in farmer cooperatives supported by Global Communities

· They must have a fully developed and marketable product and should have been in operation for at least the past two years.  They must have commercial interest and incentives to invest in the producers they buy from through training, provision of inputs, and/or other forms of support. 

· Their investment in the proposed initiative must be at least 30% of the cost of the initiative (in cash or in-kind).

· At least 60% of proposed activities/ budget should be for activities where the company develops/improves the direct support it provides to producers (training, introduction of new products, technologies, quality management, etc.)   
· This program is not eligible for NGOs, cooperatives, consulting firms, or public associations
After review of the applications, Global Communities may determine that some of the proposed activities (such as exposure visits) might be best pursued as “cross-company” interventions, with several companies participating (an example could be an exposure visit to identify new kinds of testing equipment). This could have the effect of reducing costs and promoting lateral learning among the participating companies. This assessment (as well as discussions with the Applicants) will take place once Applicants have submitted their applications.  

Expected Results 

While it is expected that participating companies will benefit from these activities, it is also expected that activities supported under this program will demonstrate a clear linkage to expanding the number of producers the companies are transacting with, skills upgrading, and/or improved revenues for producers. 
Preparation of Application Concepts
Support from Global Communities may be given to several different companies. All applications will be evaluated based on the criteria in the table below and the general criteria given above. All applicants that meet the criteria will be considered for cost share support. Applicants are invited to discuss their ideas and request advice from Global Communities in the preparation of their applications.   

INSTRUCTIONS AND FORMAT

	Cover Page

Name and Address of Applicant (address, phone, fax, email)

Date of Submission

Lead Person to Contact
Reference: GLOBAL COMMUNITIES Dairy Sector Application


	Activities and Impact (up to 2 pages):


Clear description of proposed activities including how they will contribute to improved competitiveness of the Company and how they will support producers they source from. 

	Personnel (up to 1/2 page):

Describe the name and qualifications of the people who will be responsible for implementing the activities.  



	Experience (up to 1/2 page):

Brief description of past or current initiatives that company has conducted similar to those proposed, or why the company feels it is qualified to successfully conduct the proposed activities


	Sustainability (up to ½ page):

A clear description of how the activities will result in increased and sustainable commercial relationships between the company and producers, and how the company will be able to continue these commercial relationships and provide support to the producers once the program ends. 




Application concepts will be accepted in English and must be no more than four pages in length (not including the budget or budget notes). GLOBAL COMMUNITIES will select applicants that meet criteria by  [date]. At that time, more detailed activity planning will take place between GLOBAL COMMUNITIES and the applicants. This planning will include:

· Detailed discussions and agreement on strategy, budget and timing for different activities.

· Discussions on how technical support from Global Communities staff and consultants can be provided to support the agreed upon activities.

· Discussions on how combined technical support or “cross-company activities” might be organized with several Companies.

Activities will begin in 
[month] 2014. All supported initiatives must be completed by in 
[month, year].   

Please submit an electronic copy of the application concept by 
[month, day], 2014 to the Global Communities representative at: TTuvshinbayar@mn.globalcommunities.org. Please include the name of the lead contact person who will be involved with the application process as well as the telephone and email contact information.
Conditions
Issuance of this request for application in no way constitutes a commitment by Global Communities or USAID to execute any agreement or to pay any costs incurred by any applicant in submitting an application. 
Please note that Global Communities will fully respect the confidentiality of all companies involved in the program. A joint memorandum of understanding between Global Communities and the Company will be developed, with detailed activities clearly defining the respective responsibilities, roles, and obligations of each party. Successful applicants must be willing to share information with Global Communities regarding their purchases from targeted producers. Global Communities (on a sample basis) will conduct interviews with these producers to gather information on impact and to monitor progress. 

Instructions for Completing the Budget

Each applicant will prepare a budget using the format below. If possible (though not mandatory) applicant should prepare and send this budget as an additional file in Microsoft Excel format. Applicant must contribute at least 30% to proposed costs.   

	
	Line Item
	Budget Notes

(describes line item in more detail)
	Cost/ Unit
	Days/ Unit
	People/ Number
	Total Cost

(₮) 
	Company Cost-Share (₮)
	GC

Cost-Share (₮)

	1
	
	 
	 
	 
	 
	 
	
	

	2
	
	 
	 
	 
	 
	 
	
	

	3
	
	 
	 
	 
	 
	 
	
	

	5
	
	 
	 
	 
	 
	 
	
	

	6
	
	 
	 
	 
	 
	 
	
	

	7
	
	 
	 
	 
	 
	 
	
	

	8
	
	 
	 
	 
	 
	 
	
	

	9
	
	 
	 
	 
	 
	 
	
	

	10
	
	 
	 
	 
	 
	 
	
	

	11
	
	 
	 
	 
	 
	 
	
	

	 
	
	 
	 
	 
	 
	 
	
	

	 
	Total GC cost share (70%)
	 
	 
	 
	
	 
	
	

	
	Total Company cost share (30%)
	
	
	
	
	
	
	


* Please contact Global Communities for any assistance or questions you may have.
Appendix to IFA: Illustrative Lead Firm Initiatives (Livestock Input Supply)

Provide Training or Extension Services to Producers (in order to improve production)
a. Development of producer training modules in the usage and application of livestock inputs 

b. Company led training/coaching of new or existing contract producers in:

· improved usage/application of input supplies

· hygiene and disease prevention methodologies

· characteristics of available livestock input products and their benefits, etc.

c. Organization of demonstrations to expose producers to improved practices and/or new livestock inputs

d. Capacity building of company staff / lead farmers to provide improved extension and training services to livestock producers on topics including: treatment and prevention of livestock diseases and methods to increase production.

e. Introduction of improved livestock production technologies and machinery, new medicines, etc.  

Introduce New or Improved Sources of Animal Feed

a. Identification and testing of new pasture seed varieties 

b. Pasture seed development programs / trials

c. Identification of additional sources of quality animal feed

d. Development and marketing of locally produced quality feed

Introduce Technology to Improve Production (within the company, with producers, etc.)
a. Introduction of new or improved tools/equipment (e.g. milking machines (non-electrical), broiler environment regulators, etc.) for producers 

b. Researching improved access to new or existing raw materials for input supply producers

c. Technical support in developing improved production techniques that will benefit producers the company is sourcing from

d. Technical support for the company to develop or improve its final products (quality, packaging, traceability, product diversification, etc.) 

e. Introduction of new methods for storage, and/or methods to preserve quality and value.

f. Exploration of new electricity sources for input supply companies and producers 

Conduct Exposure Visits or Business to Business Meetings

a. Learning visits in Mongolia or to other countries to identify:
· Sources of medicines, tools or equipment

· New production technologies

· Innovative ways of organizing sales between input supplier and producers 

· New techniques for achieving high productivity/quality/lower costs from input supply company to farmers

· Techniques to identify and eliminate livestock diseases

Explore New Markets to Sell Products

a. Conducting meetings with producers to inform them about the inputs (products and services) they offer to treat and prevent livestock diseases and to increase overall livestock production 

b. Development of promotional materials, catalogues, web pages, product information sheets, etc. 

c. Company-led training, coaching, field days or demonstrations to expose producers to improved use of agricultural inputs (products to prevent/ treat livestock disease, tools, etc.)

d. Capacity building of company staff to provide improved information and training to producers and distributors

e. Training and capacity building of company distributors (retailers, commissioned agents, etc.) to enable them to better inform producers on the correct use of the products that the company is offering.

f. Developing posters, brochures or other materials to assist in dissemination of good use of livestock inputs for small-scale farmers

g. Expanding the company’s rural distribution network through the identification and training of individuals that can serve as commissioned agents

h. Identifying, testing and/or producing new livestock input products to meet the needs of farmers 

i. Developing or improving products to make them more attractive to producers (better packaging, lower cost, etc.)

Develop Quality Management Systems 

a. Development of business plans

b. Strategic planning exercises

c. Improving quality management (QM) systems at different levels of supply chain – from producers through to companies (assess quality gaps at different stages of production, develop guidelines for QM systems, develop QM checklists, disseminate QM standards with producers, safety regulations, etc.)

Advocate for Improved Regulations

· Organize learning initiatives to improve understanding of GIRoA’s rules and regulations regarding import and usage of livestock medicines for input supply companies

· Organize a working group to advocate and encourage the government to:

· improve supply of electricity for input suppliers

· establish clear restrictions on imports of inferior quality products

· promote consistency in the quality of the imported products 

· increase security in the rural areas

· implement existing rules that may already exist for expediting cross border trade of livestock input supply products 

· make efforts on improving access to testing facilities that can check quality of products that are entering the country. 

· update/revise trade agreements and taxes to include clauses that will expedite border crossing of perishable raw material, inputs and live animals

Appendix 3: Illustrative Memorandum of Understanding
MEMORANDUM OF UNDERSTANDING (MOU)

Between


Global Communities 
&

Company X

This document constitutes an agreement between GLOBAL COMMUNITIES and Company X (Company X, a private company in Mongolia with head office in ________________).  

1. Objective

The objective of this MOU is to express the willingness of both parties to engage in a long-term effort to promote the development and expansion of the dairy sector in Mongolia, specifically involving the dairy cooperatives who are beneficiaries of Global Communities' USAID-funded EMIRGE program. As part of this initiative Global Communities will support COMPANY X in expanding its production base to take advantage of growing sourcing opportunities in Selenge, Tuv, or Darkhan province. This in turn will benefit the many producers who sell to the company. Specific activities under this MOU will be identified through consultation between the two parties.  

GLOBAL COMMUNITIES (henceforth 'GC') agrees to provide technical assistance and cost share to assist COMPANY X in expanding its production base to take advantage of growing sourcing opportunities in Selenge, Tuv, or Darkhan province. This assistance and cost share will be determined through a participatory process. Cost share agreements will be detailed in subsequent addenda to this MOU. 

COMPANY X agrees to coordinate with GCin the implementation of agreed-upon activities. They also agree to allow GC to carry out monitoring and evaluation activities to assess the impact of activities on producers.

2. General Terms of this MOU 

2.1 Duration of MOU: This MOU shall be operational upon signing and will have an initial duration of 12 months. All activities conducted before this date within the vision of the joint collaboration will be deemed to fall under this MOU.

2.2
Coordination: In order to carry out and fulfill the aims of this agreement, each party will appoint an appropriate person(s) to represent its organization and to coordinate the implementation of activities. COMPANY X and GC staff will meet regularly to discuss progress and plan activities. 

2.3
Technical Support and Cost Sharing: Addendums to this MOU will be developed for specific technical support and cost share activities. These addendums will provide a detailed description of the role, responsibility, and financial contribution of each party. 
 2.4
Confidentiality: Each party agrees that it shall not, at any time, after executing the activities of this MOU, disclose any information in relation to these activities or the affairs of business or method of carrying on the business of the other without consent of both parties.

2.5 Termination of MOU: The partnership covered by this MOU shall terminate upon completion of the agreed upon period. The agreement may also be terminated with a written one month notice from either side. In the event of non-compliance or breach by one of the parties of the obligations binding upon it, the other party may terminate the agreement with immediate effect. 

2.6
Extension of Agreement: The MOU may be extended provided the parties agree upon, and can provide the necessary resources.

2.7
Communications: All notice, demands and other communication under this agreement in connection herewith shall be written in English language and shall be sent to the last known address, or e-mail, or fax of the concerned party. Any notice shall be effective from the date on which it reaches the other party.

2.8
Addendum: Any addendum to this MOU shall be in writing and signed by both parties.

2.9
Insurance: It is the responsibility of COMPANY X to insure themselves against any casualties. GC will not bear any responsibility for costs of sickness, accidents or any other liability.

3. Other Provisions

3.1 GC retains the right to withhold cost share payments for failure to comply with terms and conditions stipulated in this MOU and subsequent addendums.

3.2 COMPANY X shall immediately inform GC of any event, which could have a negative influence on or endanger the successful accomplishment of the tCompany Xs described in the agreement. 

3.3 COMPANY X shall not use the name of GC in any promotional literature or information without the prior written approval of AFE.  

3.4 Beside the agreed upon cost share payment(s) to be stipulated in the addendums to this MOU, GC has no other legal and financial obligations.

3.5 Income tax and VAT, if any arises due to cost share payments to COMPANY X, shall be deducted at source at the applicable rates by GC and will be deposited to the exchequer.

3.6 Both parties assume that this agreement does not go against the rules and regulations of the Government of Mongolia.

The terms and provisions in this MOU also apply to any subsequent addendum to this agreement. 

IN WITNESS WHEREOF, the parties hereto have executed this MOU on the ___day of ______, _____. 

	______________________

Global Communities Program Manager
Mongolia

Signature and date:

​______________________
	 ________________________

Managing Director

Company X
Signature and date: 

________________________

	
	


	COMPANY X TRAINING BUDGET FOR DAIRY HYGIENE

	BUDGET FORMAT: TRAINING/EXPANSION OF PRODUCTION AREAS
	 
	 
	 

	
	
	
	 

	Location(s): _________, ______________
	
	
	 

	Number of trainees: 600  dairy producers in 15 events (=40/event)
	
	
	 

	Duration of training program (per group): At least 15 events held in 45 days. 
 

	Description 
	Budget Notes (detailed description)
	Unit costs
	No. of staff
	No. of days/ month
	Total Costs
	GC cost share
	GC Cost share in MNT

	1.Trainer costs (transport, staff, etc)
	2 company technicians for each course
	12,000
	2
	15
	360,000
	70%
	252,000

	2.Veterinarian as assistant trainer 
	Veterinarian wil participate as assistant trainer
	20,000
	1
	15
	300,000
	70%
	210,000

	3. Preparation and rental of training sites (per course)
	Rental cost venue, stools, etc / average of 75,000 MNT per month for rental. It will be an actual.
	750,000
	 
	2
	1,500,000
	70%
	1,050,000

	4. Materials development (to be used for all sessions), including banner
	One-time fees of veterinarian to assist COMPANY X to develop materials
	20,000
	 
	3
	60,000
	70%
	42,000

	5.Raw materials for production (per course)
	milk, vet an dhygiene products, etc
	5,000
	40
	15
	3,000,000
	60%
	1,800,000

	6.Food (participants + training Team) (per course)
	3000 MNT per person per day (lunch, tea, or snacks) 
	3000
	44
	15
	1,980,800
	70%
	1,386,000

	TOTAL COSTS
	 
	 
	 
	 
	7,200,000
	 
	4,740,000

	Cost share for producer training in milking hygiene:

 
	 
	 
	 
	 
	 

	GLOBAL COMMUNITIES cost share 
	 
	 
	 
	 
	 
	 
	4,740,000

	COMPANY X cost share 
	 
	 
	 
	 
	 
	 
	2,460,000


Appendix 4: Sample budget addendum for facilitation activity
�








B. Khishgee, a broker in Zunkharaa, at his 3T cooling facility, which was financed through a capital loan from a local bank. 








An open market retailer in Ulaan Baataar explaining the different types of dried milk curds, which she sources from brokers. An interesting finding is that imported Russian butter (right photo), which is more abundant, is still cheaper by 30% than local Mongolian production but perceived to be lower quality; Most imported milk products in supermarkets are seen increasingly as lower quality
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A broad assortment of new milk products and strategies on the Mongolian domestic market





�  �





�





Left: a recently installed system of kiosks by the new medium-sized processor, Eko Suu will provide fresh milk on demand at points of sale throughout Ulan Baataar


Center and right: a sample of a supermarket shelves with various competing brands of milk and yogurt from Mongolian processors, ranging from high-end "TetraPAck" cartons to simpler tubs and bags. The ugpraded packaging also reflects quality standards for companies meeting both consumer demands as well as the new food safety law of December 2012.








Traditional storage techniques by


 local herders





Many processors and brokers reported that one of the critical determinants of preserving milk consistency and freshness before it is picked up in the warm season is keeping it adequately cooled; owing to a lack of cold chain facilities in more remote areas, many herders put milk jugs in streams, but this is not ideal for quality, nor is it practiced conscientiously by all





Question Guide Example


Developing demonstration training for proper hygiene qand milking techniques





What are the objectives of your demonstration plot?


What technical production practices and/or inputs will you use on your demonstration plots?


How many and what size demonstration plots will you have?


Where will you locate your demonstration plots?


What is your role in managing demonstration plots?


What is the farmers’ role in managing demonstration plots?


How will you choose farmers to manage demonstration plots?


How will you use the demonstration training to motivate herders to adopt improved production practices?





Assistance integrating a processing facility in Tunkhel into the market





"Tunkhel Suu" is a processing facility employing 4 and sourcing fresh milk from 20+ local herders. The local town administration owns the processing equipment, and the facility itself is owned and run by a local cooperative.  As milk processors and brokers are showing increasing interest in the area, GC could help play a role in facilitating this unit's sustainbale integration into the value chain. This is especially relevant since the facility was founded without a view to market realities and its revenues cannot meet expenses.








� “Mongolia, Rebuilding the Dairy Industry”, FAO, 2009.


� “Dairy Farming in the Peri-Urban Areas of Ulaanbaatar” B.A. Hakpark, 2012. 


� Slovakia was cited as one source for semen.


� In greater Ulan Baataar and Tuv, processors prefer to source directly from supplier farmers as the distances are short enough to warrant direct transport and many have multiple cooling facilities outside of Ulan Baataar.  In Darkhan, there is little industrial-scale dairy processing occurring beyond one ice cream and yogurt manufacturer, while the Suu Kompani (the country's largest dairy processor) is the only Ulan Baataar-based processor sourcing from that area.


� The larger processors use their own fleet of delivery trucks to deliver to more than 7,000 points of sale. 


� Support markets for the VC also include importers of dairy farm implements and milking technologies – these entities will have to be interviewed by the GC Team in subsequent follow-up.
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