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EXPERIENCES AND ACHIEVEMENTS OF THE « SUPPORT TO THE COMMERCIALIZATION OF CAMBODIAN RICE » PROJECT

PREFACE

The Supreme National Economic Council (SNEC) has initiated the Policy on Promoting Paddy Rice Production
and Milled Rice Export that was adopted by the Royal Government of Cambodia (RGC) in 2010. The policy aimed
to produce a surplus of paddy rice of 4 million tons, to export a million ton of milled rice and to promote the
branding of Cambodian rice in the international market. The Policy identified a number of issues within the rice
value chains and prescribed targeted policy measures. Multi-stakeholder approach has been employed to ease

coordination while policy measures were assigned to related ministries and government agencies to implement.

SNEC has been entrusted to coordinate the implementation of the “Support to the Commercialization of Cambo-
dian Rice Project”, which started in January 2013. This was a new challenge for SNEC and a hand-on experiment
of linking policy development to actual implementation. It was a first task for SNEC to involve in managing the

project, without any prior experiences in this role, not to mention the exposure to such complexity of the project.

The project tried to address key challenges faced by the sector in different aspects, mainstreaming the creation of
linkages from farmers to export markets. It was structured in four technical components: 1) the organization of
the rice sector and building capacity of stakeholders; 2) the improvement, standardization and certification of the
Cambodian rice quality; 3) the promotion of contract farming and the enhancement of the involvement of farmer
organizations in paddy collection and trade; and 4) the up-grading of the Rural Development Bank and develop-

ment of credit to farmer organizations.

After five years of implementation, the Project comes to its conclusion. It is more about experimentation and learn-

ing from the experience, rather than drawing the line between successes or failures.

In an attempt to organize the rice sector, the project has helped to setup Cambodia Rice Federation (CRE),
envisioned as an inter-professional organization gathering farmers, millers, exporters, input suppliers and finan-
clers, that shall be active, professional, financially sustainable and that shall uphold the interest of all actors in the
value chain. It was also envisaged to establish an inclusive and competent partner that could work on par with the
government. However, at the current stage of its development and from our point of view, CRF management

remains far from fully meeting those expectations.

The project has also supported farmer organizations, but FOs remains fragmented. For the project duration, the
organization of rice sector has been shaped and shaken up for better, without substantial changes. FOs remains a

key challenge for rice sector that deserve more serious and comprehensive attentions.
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In area of branding Cambodian rice, the project has worked in support to CRF and in coordination with the IFC
toward the establishment of a common brand for export market (« Malys Angkor »), investing in particular in
setting up the system of verification of compliance with this certification mark requirements. The project also
worked with CRF to organize promotion events in both domestic and international markets, taking into account
outcomes from international market studies. However, it has to be underlined that, without further investment,

«Malys Angkor» brand will not take off and take its place on the market.

Eixperimentation and development of contract farming in the rice sector has been the main contribution of the
project. We have been working well with Ministry of Agriculture, Forestry and Fishery as well as with rice millers,
exporters and farmer organizations to implement this in a formal way. The project made sure that there are written
contracts with reasonable clauses, which farmers, rice millers/exporters and MAFF officials share common under-
standing. Among the experiments of formal contract, organic rice production in Preah Vihear is considered as a

successful case, in which SCCRP has played a broker role and capacity builder.

As part of the effort to encourage farmers engagement in rice market, the project has initiated Paddy Selling Group
model, in which farmers collectively sell their paddy at a bargained market price. Results obtained were occasionally
good, yet not consistently. However, the model is interesting to push further. In this direction, the project support-
ed the development of an I'T platform for Paddy Selling, It has been tested and has great potential for improvement

and further engagement.

The fourth area of the project’s priorities was to tackle financing issues in rice value chain. The project focused on
the restructuring of the Rural Development Bank and strengthen edits governance and management. This was
seen as a prerequisite before additional injection of capital into RDB to finance agticulture sector, including rice.
As a result, the project has been the instrument of a significant restructuring of RDB, with for instance clarified
segregation of roles between RDB Board of Directors and CEO, as well as setting up of risks management frame-
work and improved compliance. The project has supported the development of a credit offer dedicated to Farmer
Organizations, which is now endorsed and in effect. Alongside of it, an experimental credit guarantee mechanism
was set up and tested to improve the accessibility of this credit offer to FOs. But, institutionalization of this guaran-

tee mechanism is still to be finalized.

Project management relied on a Management Advisor, Jean-Marie Brun, for keeping the project up for running
well, and in particular ensuring compliance with rules and procedures of AFD. Because the project was implement-
ed in a very dynamic period and moving environment, Project Management had to face many challenges and to
show agility and reactivity. This has led to adjustments in objectives and to intensifying investments in some core

activities, while lowering the ambition on some others when the context was not favorable.
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Overall, we think that this project has yielded interesting achievements and experiences from which we can learn
and that we can take into account in future policies and measures. The project has provided a concrete reference

to develop an effective government intervention in responding to the rice sector challenges in 2017-2018.

Last but not the least, we would like to take this opportunity to express our gratitude to the Agence Francaise de

Développement for its support, and to all the project implementing partners for their contribution.

/

ROS SEILAVA
SCCRP Project Director,

Supreme National Economic Council
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INTRODUCTION

BACKGROUND ON THE SCCRP PROJECT

The « Support to the Commercialization of Cambodian Rice Project » (SCCRP) has been financed by the 4gence
Frangaise de Développement (AFD — French Agency for Development) and was implemented under the coordination
of the Supreme MNational Economic Council (SNEC) from January 2013 to December 2017. Its purpose was to
contribute to support the implementation of the National Strategy of Promotion of Paddy Production and Rice
Exports approved by the Council of Ministers in July 2010, with an objective of maximization of the added value
and of the share of this added value reaching producers as a part of the overall goal of rural poverty alleviation.

Line ministries such as the Ministry of Agriculture, Forestry and Fisheries (MAFF) or (to a smaller extent) the
Ministry of Commerce have been associated to the implementation of relevant project activities, as well as other
public institutions (such as the Rural Development Bank, RDB) or private organizations (Federations of Farmer
Organizations, Federation of Cambodian Rice exporters, then Cambodian Rice Federadon. . .).

The project was divided in four technical components, with respectively the following main objectives:

1. Contribute to the organization of the sector (inter-ministerial coordination, public/private partnership,
professional and inter-professional organization);

2. Establish quality standards or labels to differentate Cambodian rice add value, and contribute to its
promotion;

3. Promote the involvement of Farmer Organizations as commercial stakeholders in the value chain, via
Contract Farming and other business models, and support background policies and regulations to favor
this involvement of FOs;

4. Upgrade the Rural Development Bank, contribute to its reform in order to develop its capacities to
answer the financial requirements of millers and farmers.

PURPOSE AND STRUCTURE OF THE DOCUMENT

This document presents a synthesis of some of the main experiences and achievements of the project, after its five
years of implementation. Some of the most prominent activities and outcomes are described in the following
pages, with some success but also in some cases difficulties met that the project could not overcome.

The document is structured in four main chapters, corresponding to main areas of project activities:
= Chapter 1: Export markets promotion, quality labels and certification
—+ Chapter 2: Supporting the involvement of Farmer Organizations in paddy collection and sale
=+ Chapter 3: Rural Development Bank and financing FOs
=+ Chapter 4: Policy / Governance / Value chain institutions

Beyond the description of the main activities and results of the project, in each chapter we try to enhance the
main outcomes and lessons learnt, so this can serve as a reference for other persons and institutions involved in
the development of the Cambodian rice sector.
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=y CHAPTER 1:
EXPORT MARKETS PROMOTION,
QUALITY LABELS AND CERTIFICATION

Cambodian rice has a high potential of quality, in particular for its Jasmine and fragrant varieties. Yet in the beginning of
the decade, Cambodian exports of milled rice were just starting. Cambodian rice was not yet well identified on international
markets, and Cambodian rice exporters were still facing a deficit of image of Cambodian rice, and low level of trust in
Cambodian rice origin.

When the SCCRP project was designed, the lack of awareness of importers abroad and the lack of trust in Cambodian
milling industry was frequently the cause for a lower price associated to Cambodian origin.Progressively from 2010, as
investment in state-of-the-art milling facilities were made, and as Cambodia started to be identified as an emerging rice
exparter, the trust in Cambodian origin started to be buift. But efforts on both guality and communication/promotion had to
be done to consolidate this trend, and progressively to start to work on branding and quality labels in order to increase the
valve of Cambodian rice.

Hence, SCCRP project has contributed to these efforts, along with Cambodian producers and exporters and with other
development partners and projects involved in this field (notably with the IFC and EU Cambodia Rice Sector Support Project).
SCCRP has supported international market study, promotion events, development of CRF’s « Malys Angkor »
certification mark, and the development of certified organic (EU and USA standards) rice supply chain, as well as SRP rice
production.
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1.1. MARKET STUDY

SNEC’s SCCRP project has collaborated with the IFC’s Cambodia Rice
Sector Support project to finance an international market study for
Cambodian Rice. The study was designed i consultation  with
exporters and was implemented in two phases: a first overview of
information available over a large number of importing countries
worldwide, then detailed studies in 6 targeted countries!, for the
potential they represent (for themselves or as a typical illustration of
a broader number of neighboring countries) and the varety of
situations they represent. Outcomes were presented and discussed
in a workshop organized with the Cambodian Rice Federation in
September 2014

! {;am'ngd]a RiCE . . i i i i i
| - Findings were detailed in country reports, and summarized in a
joint  publicanon:  « Cambodia Rice: Export Potential and
-mee
W ool Qwe=="

s

Strategies », issued 1n January 2015.

Among key recommendanions highlighted in the conclusions of

this study for Cambodian rice export promotion, we can recall the

fu]lnwing ONEes:

Findings, Lessons learnt and “Take-away” recommendations 1: Some of the
main recommendations from the International Market Study

= Continue to focus on the highest value Cambodian Jasmine rice (as a lead champion carrier
of the export portfolio).

+ Brand this highest value Jasmine rice [create a brand identity, establish a mark of certification,
etc.)

= Focus on repeat orders while/ before looking for new customers.

= Focus on quality of service and personal integrity.

+ Raise domestic awareness of premium Cambodian Jasmine rice and promote it within
Cambodia.

+= Reduce known impediment to price competitiveness.

= Ensure compliance with quality and food safety certifications and responsible sourcing
requirements from corporate customers.

+= Explore new product development options: organic, farmers” benefits, convenience

food ! packaging, parboiled, etc.

UUsA, France, Germany, China {including Hong Kong and Macao), Singapore and Cote @'Tvodre. In-country missions were

implemented by consulting fiems in charge of the implementation of the market study.
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1.2. CERTIFICATION AND QUALITY LABELS

In line with some of the key recommendations of the market study (and in some case even before these orlentadons
were confirmed by this study), the SCCRP project has supported various imtiatives of development of quality labels:
either through the development of tallored standards and quality control systems (as for the development of CREs
w Malys Angkor » certficaton mark}, or by supporting the development of producton, control and certification

processes required to obtain internationally recognized certification (in particular for organic rice and SRP rice).

1.2.1. CRF'S « MALYS ANGKOR » CERTIFICATION MARK

INFORMATIVE WORKSHOP TO STAKEHOLDERS AND CASE STUDY ON
COLLECTIVE TRADEMARKS

To build on the success of Cambodian winning the World Best Rice Award®, there was a well identified need
(confirmed by the international market study) to establish a consistent brand for Cambodian premium photosensitive
fragrant rice varieties (Jasmine type), build the identty and image of this brand and then develop consumers
awareness. The first move of the SCCRP project on this matter was taken in October 2013 with the organizaton
(jointly with FCRE) of a workshop to present and discuss the concept of a collectve branding and its possible
application for Cambodian Rice. A case study was presented on Nepal tea experience as an illustrative success story
of collective branding. This case was chosen because of similarities with the situation of Cambodian rice: Nepal tea
15 a quality product, but before the stakeholders of tea sector in Nepal undertook this branding ininanve, Nepal Tea
notoriety was very low. It was suffering of a lack of consumer and market awareness and was overshadowed by its
worldwide renowned neighbor: Darjeeling tea. Facing a context relatively similar to the situation of Cambodian
fragrant rice vs. Thai Jasmine rice, the idea of a similar branding process for Cambodian premium fragrant rice varieties

was well received by exporters who already confirmed their interest at that time.

SUPPORT THE DEVELOPMENT OF « MALYS ANGKOR » CERTIFICATION

MARK
Later on (and after the results of the International market study were shared and discussed with exporters in Septem-
ber 2014) a working group for Cambodian rice branding was established under CRF and with the joint support of
IFC project and SCCRPE This group was formally established and renamed in early 2015 as CRFs “Global Market
Promoton Executive Committee” (GMP ExCao), with a scope of work encompassing the branding process together
with other market promotion activities, A roadmap to work on the branding was prepared and endorsed, 1dentifying
CRF roles as well as IFC and SCCRP support, and formally indicating that the GMP ExCo would be the decision
making body for CRF on the branding process. IFC has supported the design and communication part: building of
brand identity, key attributes and image, development of name and logo (including some testing with consumer
panels on different international markets), design of promotion material, brand book (guidelines for brand users for
the use of the logo)... SCCRP project has supported the definition of quality requirements and other specificanons
tor the branded rice, and the development of the control and certification system for vertfication of comphance with

these requirements.

2 Cambodia has won World Best Rice Award in 2012, 2013 and 2014,
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Focus 1: Some of the main features of ~ Malys Angkor » certification mark

Product Specifications:

=+ Only photosensitive wet season fragrant rice varieties (Jasmine type) such as Phéa Rumduol,
Phka Romeat, Phka Rromdeng. ..

=+ Rice kernels specifications, not fully developed here, but including for instance:
whole kernel = 70%, broken kermnels < 3%, paddy rice grain < 1grain/kg, varietal purity = 92%.

= Additional Requirements on packing and labelling. ..

Quality management system and other brand users requirements:

=* Basic regulatory requirements such as: registration with MoC and with Tax Department,
registration with Ministry of Labor and payments of contributions to national security fund...
=+ HACCP certification.

Compliance verification system:

=* CRF own the certification mark but delegate the certification to authorized certification bodies (to avoid conflict of
interests).

=* Brand users are inspected to verify compliance with the brand user requirements.

= Any batch of product bearing « Malys Angkor » mark shall be inspected to verify compliance with product specification at
tice mill (pre-shipment inspection) and at harbor (shipment inspection).

The World Intellectual Property Organization (WIPO) has also helped in reviewing the ability to register the envisaged
brand in some ASEAN countries and to reword the rules for the brand use with the right 1P vocabulary.

Whereas consultants’ inputs were finalized from the first half of 2016, it took about one year® before CRF finally filed
the apphication for registration of « Malys Angkor» (after few adjustments on the name and taghine) as a certification
mark with the Department of Intellectual Property of the Ministry of Commerce. Unfortunately, these delays did
not permit the foreseen follow-up support of the SCCRP project to take place, in particular regarding the registration
of the Certification mark in third countries and the support to ]‘ﬁmmminn activities. The process of rc:,:iﬂr;lLiun and
|;1Lll1chin:,z is not achieved yet and it is thereol far too L'ﬂf]}' to evaluate the benefit of this bmnding process. A Lot sl
remains to be done by CRE, in order to finalize the settings for the management of the certification mark and starts
its promotion: notably to list the authorzed certification bodies and make sure at least some exporters get ready to

supply branded rice before CRE start extensive promotion.

Findings, Lessons learnt and "Take-away”™ recommendations 2: How the
benefit from the certification mark « Malys Angkor » can spill over to farmers?

The specifications and requirements for the use of « Malys Angkor » certification mark does
not include any precise requirement on the way paddy should be cropped (except the use of
quality seeds from eligible varieties, for which the inspection of the output - the milled rice -
can be an acceptable proxy for verification). This was decided on purpose, in order to avoid
that the certification process would require an inspection of all producers’ rice fields (as it is
the case for organic standards, or for PGls) and thereof would come at a heavy cost that the
expected added value from the certification mark would not justify.

Yet the intention of SNEC's SCCRP (as a government owned project) in supporting the brand-
ing process was that part of the added value would benefit to farmers as well.

Different options were discussed with the GMP ExCo on this matter. The following proposal,
made by one of the exporters in the ExCo, has been approved on the principal: a part (for
instance 20%) of brand user fees (Exporters being charged by CRF in proportion of the
expected added value from the certification mark would not justify.

Yet the intention of SNEC's SCCRP (as a government owned project) in supporting the branding

3 The full changes in the composition of the GMP ExCo partly explain these delays.




EXPERIENCES AND ACHIEVEMENTS OF THE « SUPPORT TO THE COMMERCIALIZATION OF CAMBODIAN RICE » PROJECT

process was that part of the added value would benefit to farmers as well.

Different options were discussed with the GMP ExCo on this matter. The following proposal,
made by one of the exporters in the ExCo, has been approved on the principal: a part (for
instance 20%) of brand user fees (Exporters being charged by CRF in proportion of the
volume of « Malys Angkor » rice they sell, in order to contribute to brand management and
promotion) would constitute a fund used to support Farmer Organizations. This agreement
on the principle has been made by the GMP ExCo before its composition was fully changed
after CRF elections in 201é4.

= [t deserves to be noted here, so this principle is recalled and formalized, and is kept on the
agenda of « Malys Angkor » brand management, and implemented.

= Moreover, It Is essential that the funds generated through this system can be managed by FO
representatives, mandated by FOs to do so. It is recommended that funds shall be transferred
to FO Federations or to the apex body that FO Federations are currently creating (NF3 - See
Chapter 4, § 4.2.4., page 42).

1.2.2. ORGANIC RICE
BRIEF HISTORY OF THE INITIATIVE

From the first vear of the project implementation, SCCRP has started to support the production of organic paddy
by an initial group of 5 Agdcultural Cooperatives in Preah Vihear provinee, with the technical support from the
Cambodian Organic Agriculture Association (COrAA). In the first year, the ambition was just to reach the compliance
with COrAA own standards, and for the cooperatives to be able to sell this paddy at a bit higher price to a few rice
millers. While the compliance with COrAA standards was achieved in the first year, commercial results were not yet
satisfactory has only about 100 tons were sold as “organic”™ with a premium.

Yet, the interest of some exporters was confirmed when in 2014, the objective was upgraded to reach international
organic standards (EU and USA organic standards). In order to secure the investment of cooperatives (who have to
set up and implement an internal control system) and thereof make sure that this effort will be rewarded by a premium
price for their paddy, the approach was switched to a Contract Farming model®. Some exporters have confirmed their
interest and discussed with the cooperatives the terms of a possible partnership. First Contract Farming agreement
tor organic paddy production were signed in 2014 between AMRU-Rice and 8 Agricultural Cooperatives which
delivered 1,465 tons of organic paddy, certhed by Ecocert as compliant with both EU and USA organic standards.
The partnership was progressively scaled up and replicated (a second exporter engaging in similar contracts with other
cooperatives in the same provinee). In 2016, 19 ACs were involved and have delivered 8,800 tons of organic paddy
(certified according to both EU and USA organic standards) to these two buyers. Organic paddy was
sold by ACs in average 74 USD/t * above the price of paid locally by middlemen for conventional paddy.
In 2017, contracts were signed by 26 cooperatives for more than 21,600 tons of organic paddy. More
than 4,200 smallholder farmers are engaged. If the added value per ton remain the same as in previous
year, and even if farmers deliver only 90% of the committed volume®, this will represent an increase of
farmers income of more than 1 million Dellar Us (about +£250 UsSD per farming houschold, in

average).

4+ See § 2.2.3. page 23, and notably Focus 7 page 22,

553 USD/t reaching farmers, and 21 USD/t covering the cost of Internal Control System {Inspectors and supervisors / managers) at
the levels of ACs and Union of Cooperatives, and management of contracts and paddy collection + transactions at Cooperatives level,
based on figures for 2016 harvest.

& In 2016, volumes delivered to AMRU-Rice were about 91% of the volumes committed in contracts.
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INTERNAL CONTROL SYSTEM AND CERTIFICATION

A crucial and fundamental pillar for the development of an organic rice value chain with smallholder farmers is
the establishment of a reliable Internal Control System (ICS) which can ensure proper inspection and compilation
of inspection reports and data so the Certification Body can access information easily, audit the Internal Control

System and issue the Organic certificate to the exporter.

Figure 1: Internal control and certification system for organic paddy

production in Preah Vihear
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The opposite figure summarizes
the ICS developed in Preah
Vihear. ICS Inspectors were
trained in each of the ACs
engaged in organic paddy
production. In the first year,
COrAA  (contracted by the
project) has provided support to
ICS inspectors, compiled the
ICS data, and facilitated the
relation with the CB. In order to
sustain these functions after the
end of the project, the ACs
have decided to mutualize
resources and set a Union of
ACs (“PMUAC”). This Union
gained professional capacities to

maintain a reliable 1CS system,
--------- which costs are now covered by
fees paid by its members.

Findings, Lessons learnt and “Take-away” recommendations 3: Which support
to develop and sustain organic rice supply chain?

There is a real market potential for organic rice (and possibly processed products from organic
rice), but to exploit this potential requires a strong commitment of economic stakeholders at
all level, and government [/ projects support is highly desirable too.

The vision, commitment and investment (in particular for commercial prospection, at international
level) of the exporters engaged in the development of organic rice supply chain in Preah
Vihear are a key of the success of this case.

Equally important is the commitment of farmers and AC leaders, notably to establish a
successful [CS system.

But there are essential roles to be played by the government [or support projects / development
partners), notably:

+= Provide technical support / capacity building to farmers [ cooperatives (and to businesses) on
the organic standards, the requirements and the inspection and control systems to put in place.
= Provide initial subsidies when needed, in order to help stakeholders to cover costs in the
first yvears, before costs can be covered by premium prices obtained (but, from the beginning,
subsidies shall be conditioned to a clear commitment of economic stakeholders to take over
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those costs, based on a clearly defined and realistic scenario of scaling up.

+ [n a more structural way, there is a gap of trained and experienced human resources in
Cambodia to develop and implement the required internal control systems and certifications.
It shall be desirable to develop and propose a curriculum in inspection / certification (not only
for organic, but also for numerous standards related to quality management, good agricultural
practices, protected geographical indications, etc.) for students or young professionals, for

instance as a post-graduate short specialization.

1.2.3. SRP RICE

FIRST TRAINING ON SRP RICE STANDARDS

Sustainable Rice Platform (SRP)’s standards start to be demanded by some major rice importers abroad as part of
their CSR policies and image management. As some Cambodian exporters started to express interest, the SCCRP
project has co-organized and co-financed (with the SRP secretariat) the first training session on SRP standards in
Cambodia. The training took place in Siem Reap on 14% and 15% of July 2016 and was attended by a total of
36 participants (including MAFF services, millers and exporters, Farmer Organizations and Federations, CRF,
certification bodies, NGOs, projects or support agencies).

The workshop was opened by
H.E. Ty 5Sokhun, Secretary of
State of MAFF, and was led by
Dr Joel Janiya (IRRI) and
DrWyn Ellis (SRP Secretariat)
who have provided guidelines on
the standards, their use and on
the monitoring of SRP practices.
A Group phots of the Capacity Building Workshap on SRP rice standards in Cambodia, Siem Reap, 14% and 15% of [uly 2015,

Focus 2: “SRP” Rice, in short...’

The Sustamnable Rice Platform (SRP) is a multi-stakeholder partnesship to promote resource
e o : L : Sustainable
Effictency and sustamability, both on-farm and throughout nee value chains, The allance works ) Rice

Platform

with its over 8 institutional partners in the public and private sectors as well as international
organizations, NGOs and the international research community to promote climate-smart best practice among rice
smallholders in developing countries. In 2015, the world’s first Standard for Sustainable Rice Cultvation was launched,
together with a set of Performance Indicators to enable monitoring of progress and impact. The launch triggered comit-
ments by a number of private sector actors to achieve 100% sustmnable sourcing within their global corporate supply

chains by 2020,

Web page: www.sustainablerice.org | Contact: Secretariati@sustainablerice.org

T (Text provided by the Secretariat of the Sustainable Rice Platform).
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SUPPORT TO CONTRACT FARMING FOR SRP RICE
Further to the capacity building workshop, in 2017, SCCRP project has supported the development of pilot commercial
partnerships (Contract Farming) between 2 rice millers [/ exporters (AMRU Rice and BRICo) and 4 Agricultural
Cooperatives, all located in Battambang, The exporters were themselves engaged with large international agro-industry

firms to h‘uppl].' SRP rce.

The two contracts signed with AMRU-Rice for production of Yer Krwob paddy were implemented, but were only
partly successful: about half of the expected volumes have been delivered (1,489 tons, against 3,000 tons in
contracts). The main reason for this seems to be the insuthicient level of premium price offered for the SRP rice,
combined with the fact that some local traders were offering a price at least similar to farmers for conventional paddy.
The ratio of volume delivered [/ engagement was even lower for the contract between BRICo and two Agricultural

Cooperatives, with a total of 407.5 tons delivered agamnst a target of 1,196 tons, or 34% of the target.

Findings, Lessons learnt and “Take-away” recommendations 4: Questions
and concerns about economic sustainability of SRP rice supply...

For the first pilots of contracts with cooperatives, the level of premium millers/exporters
have accepted to pay for SRP paddy was only about 10 USD/ ton of paddy (which shall cover
both the operational costs for the cooperatives — including the time they are required to
spent regarding information of farmers and monitoring about the standards, even if they are
not alone in charge of this — and the premium to the farmers. After the first pilot implemen-
tation in 2017, it seems that this level of premium might not be sufficient to engage farmers
in the long run and in a sustainable way. Moreover [and as SRP standards, themselves, are
still in a pilot stage), SRP platform does not allow yet final packagers / distributors to print
the SRF logo on rice packages. At present, SRP standards are notably driven by major multi-
national companies of the food industry sector. Those companies generally sell their rice at
relatively high prices, the value being in their own renowned brands. For them, the stake of
SRP is to get some guarantee on good social and environmental practices, in order to prevent
a possible risk of image for their companies and brands.

But if SRP logo cannot be displayed on the final products, the value remains only in the
companies brand (their own intellectual property rights) and not in the collective SRP logo.
To allow (or better, to impose) the printing of the logo on the final package (associated with
a communication toward consumers) would transfer a part of the value to the SRP logo
instead of the private brand. It would help smaller distributors to engage in SEP, and would
put farmers in position to negotiate a better price for the commitment they take in following

SRP standards.

8 (Text provided by Ethiquable).
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1.2.4. FAIR TRADE
Building up on the organic paddy supply chain developed in Preah Vihear, a tri-partite agreement has been signed
between AMRU-Rice, the Union of Cooperatives in Preah Vihear (PMUAC) and Ethiquable (a French company
specialized in organic and fair trade product). In additon to the organic standards, Ethiquable ordered 80 tons of
milled rice that will be certified as Fair Trade, using the “Symbok des Productessrs Paysans” label, one of the most demanding
among fair trade standards. This opens another market opportunity for Preah Vihear organic rice, indeed limited in
volumes, but extremely interesting for Farmer Organizations as it is antcipated that it will generate an additional net

income of +36,000 USD for the Union of Cooperatives of Preah Vihear.

Focus 3: Main features of a fair trade label: the « Symbole des Producteurs Paysans »°

The 5PP (« Symbole des Producteurs Paysans » ) 1s a fair trade certification system created in 2006 by the CLAC (Latin
American and Canbbean Network of Small fair trade Producers). 1t 15 owned and managed by organized small producers
through the cmal associanon SPP Global (former FUNDEPPO). It 15 intended to certify their products from famly

farming agriculture and to promote a specific path of fair trade in which small producers are actors of their development

and inclusion mn international markets. The SPP represents the wdentity of small producers and Producteurs

Paysans

their values, focused on the development of rural areas, the defense of a diversified agricultural
production, the respect of small producer families and the enmvironment and a willingness to
defend their interests agamst other actors. The specifications of the SPP are centered on the small
producer, his community and farmily and Farmer organizations as levers of change. The SPP
standards include requirements regarding the strengthening of the capacity and autonomy of www.SPP.coop 2
Small Producers’ Organizations (SPOs), and ask buyers to engage for a long term commitment in therr business relatonship
with those organizations, The certification 1s avalable only for SPOs, defined by the size of the production unit which
cannot exceed 15 hectares m production for at least 85% of producers, and 30 hectares for the 15% remaiming. The means
of production must be owned by producers, and the labor must be their own or family labor (with exceptions for products
requining an intensive labor force). To apply, a SPO must also meet organizational criteria (democrabic governance
structure), production criteria (transparency in the flow of products), management system criteria, commercial criteria
(secking internal and external transparency), criteria for strengthening the small producers” sector (promoting collaboration
and horizontal integration of SPOs), environmental and human health crtenia, dignified hving and labor criteria (to
mmprove living and working conditions and exclude formal child labor). Regarding companies, to apply to the SPP they
must be legally registered, have the capacity to comply with contracts and have an adequate administration system. They
cannot be large producers of the same product to be purchased from SPOs. They must have transparent registry of opera-
tions and guarantee the physical traceability of products to be sold under the SPE They must purchase products from
SP0Os in the most advanced stage of processing possible. Finally, final buyers must commut to purchasing a certan volume

under the SPP (5% of a product category the first year, increasing of 5% every year until reaching 25%%).
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1.2.5. FEW CONSIDERATIONS ON THE POTENTIAL AND LIMITS OF
PROTECTED GEOGRAPHICAL INDICATIONS FOR CAMBODIAN RICE

The registration of a Protected Geographical Indication (PG, or GI) to promote high quality Cambodian rice,
enhance its specificities and differentiate a particular rice on for a high-end market was considered as a possible tool.
Project team members familiar with the concept of PGI have occasionnally provided informations to stakeholders
{exporters mainly), most of the case in an informal way. But this did not lead {within this project and for the tme
being) to any clear demand addressed by those economic stakeholders to the project, for a possible support to develop
a PGI for rice.

The international market stud].:' was asked to test the interest of importers abroad (in particular in the EUY} for a possible
GI on certain Cambodian rice. Importers did not express a strong interest to buy and market a specific GI dce.
l"u]hm-'ing the market Stud].', the pn'uri'L].' in term ol market pmmuu'nn strategy and differentiation of high r.]u:dir.j.'
Cambodian rice was to build on the 3 times wins of World Best Rice award which were associated to a certain type
of varlety (notably Phia Rumduo! or other jasmine types of varieities), but not associated to a particular region of
production. Also, in order to build the unity in the Cambodian Rice Federation, it was preferable for the Federation
to work first on the certification mark « Ma#s Angkors' which is potentially more inclusive, as not limited to a specific

Al

From an economic point of view, a PGl would in principle require inspection and certification from the paddy
production stage, so with relatively high costs for inspection and certification, whereas the value the GI label will
create is difficult to predict. It can be significant for a very specific product, produced in limited volumes and thereof
marketed as very exclusive. It can be a bit more speculative to bet on high level of premium paid for the GT product
if the PGI is expected to cover large areas and huge volumes of production. Hence, it is difficult to give a general
and definitive opinion on the development of a PGI for Cambodian ree, but it as to be assessed case by case. Which
G are we speaking about? To date, the most frequently evoked potential name for a GI on rice (in Cambaodia) is
either for “Battambang rice™ or “Thmar Khaul” rice’’. The choic of these names raises another problem that would
be difficult to address: the PGI has to correspond to a specific product, with a certain homogeneity of the labelled
products. If any type of nce (white rice varieties, fragrant, jasmine...) 1s encompassed under the GI name, then the
GI become meaningless because it is not associated with a particular product and a certain typicity, and it is not likely
that it can generate a significant premium price. On the contrary, if “Battambang rdee”™ (or “Thmak Khaul™) as a GI
is defined in its book of specification as Jasmine varieties only (for instance), then in principle any other rice, not
complying with the specification of the GI, would not be entitled to use “Battambang”™ name (or “Thmar Khaul”)
on the rice bags. Thus, only a small portion of the rice produced in Battambang would be eligible {considering the
diversity of varieties produced there), but millers would not be entitled anymore to write the word “Battambang™ (or
“T'hmar Khaul”) on rce bags which content does not correpond to the GI standard. As these geographical names
are widely used by all millers located in this provinee (/district), the protection of the geographical name and the
restriction of its use for a relatively small portion of the volumes of rice produced in the area would probably generate
a lot of opposidon.

some other stakeholders have mentionned a possible interest to develop a GI for rice on other locations, such as
Preah Vihear, which culd be additional to the organic standard. The advantage being that the marginal cost to inspect
and control the additional eriteria of the GT would be limited, as a system of inspection and certification at farm level
is already in place and could integrate these additional eritera. The type of rce covered by such a GI would have to
be defined {only Jasmine varieties?) and probably not all the production would be eligible. But the geographical name

? See § 1.1, page 4.
10 See § 1.2.1. page 5.

1 This being for the name of the product, the delimitation of the GI area can of course be different from the administrative
delimitation of the province/ district.

12
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“Preah Vihear” being less used by millers on rice bags than “Battambang™ or “Thmar Khaul”, this would be easier to
manage. Another possibility sometime evoked would be to select a geographical name that is not yet widely used by
rice traders (for instance “Tonlé Sap™ rice?) and use G as a tool around Tonlé Sap area to integrated in the GI code
of conduct good environmental practices (limited use of pesticides notably) to generate value for these good practices

and stmultaneously have a benefit on the FIH}TL‘L'Tit m of the lake and of the huge resources I:ﬁﬁhcrin_'ﬁ_] 1t represents,

Focus 4: Brief comparison between the different quality labels

As seen above, the SCCRP project has supported the differentiation of Cambodian rice through the use of different quality
labels: Organic, SRP, « Malyr Angkor » certification mark, SPP fair trade label.
Each of them has pro and cons. that we can try to briefly summarize in the Table below:
Market New brand, unknown  Well established Some major Specifically for SPP
potential and from traders and market and growing multinational buyers label, the potental is
overall added consutners: the added  demand for organic are setting a very limited in term of
value value it can generate products, notably in “sustainable sourcing”  volumes, For other
will depend on the the EU and USA. objective. Compliance  Fair Trade standards,
promotion efforts Very significant level with standards like demand (and growth
(and the serious of premium price. SRP may become a of the demand) could
implementation of must to access these be more significant.
contrals and clients. But those ones Byt the price premium
certifications). seem not willing to and guarantees on
pay a (significantly) market price are very
higher price. high.
Added value Mot implemented yet. A very significant At present level of Very high potental of
and other Probably limited premium can be paid premium is very increased incomes per
interest for added value will spill to the farmer (at least  limited (+10 USD/tat  ton for farmers
farmers over to farmers as 25 to 40%). But cooperatives level), farmer organizations
there are no productivity might be  Not sufficient, if (in the case of
requirements to be lower than cooperatives have to  Ethiquable in Preah
controlled at farm conventional paddy cover part of the Vihear, the additional
level. But it can production. control tasks. But w income at Farmer
conttibute to maintain follow SRP principles  Organization level can
{ pull a market for is supposed to bring reach approximately
Cambodian premium higher productivity +100 USD/ton, in
fragrant varieties. and incomes (but this  addition to the organic
is not yet established).  premium).
Conditions / In principle, easy to Requires heavy control  SRP rules are not yet ~ Farmers have to be
Difficulties in  implement and system and stabilized and still organized in
implementation marginal costs of certification evolve within SRP cooperatives ot
/ costs controls limited as {inspection of all Platform. But in producers
millers/exporters shall  Farms, at least by the principle, SRP shall organization.
be able to use the ICS). Costs to requite on-farm Traceability and a
same inspection / maintain the [CS and control + certification.  certain transparency is
certification Certification are This comes at a cost requited to reach
companies they usually  significant, but can be  which does not seem  certification costs.
work with, much lower than the proportionate to the
premium with scale added value it
economy. generates,
(It has to be noted that some of the labels above are well established (notably organic), but others are stll very new (like
SRP} or even not implemented yert (« Mafs_Angdors). For those ones, the assessment above 15 still a prelhminary assumption
and not an empirical assessment),

13
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1.3. PROMOTION EVENTS

The Support to the Commercialization of Cambodian Rice Project has contributed to the organization of
promotion events, in most of the case in partnership with other projects providing assistance to Cambodian Rice
exporters, in particular the IFC project (funded by EU).

CAMBODIAN RICE FESTIVAL(S)

SCCRP project has modestly contributed to the organization of the 1* Cambodian Rice Festival in Siem Reap
(IFC was the main organizer in support to FCRE) and was a main sponsor of the 20 Cambodian Rice Festival,
which took place in Phnom Penh, one day before and in the same locaton as the TRT World Rice Conference, in
November 2014, All the exhibition material remained in place during the World Rice Conference, providing an
outstanding opportunity to showcase Cambodian rice to the major international buyers gathering in Phnom Penh

on this occasion,

=

& Fockibition in the main bal for the 2% Cambodian Rice Festtval, in Saftel Phnoss Penb in Noverber 2014,
SIAL AND CAMBODIAN RICE PROMOTION DINNER IN PARIS

SCCRP project has contributed (in addition to the main support from IFC
project) to showcase Cambodian rice in SIAL exhibition in Paris in 2014,
where a collective booth was shared by Cambodian rice exporters.

SIAL is among the larger international food and food-industry professional
exhibition worldwide. The presence of Cambodian rice exporters there was
an opportunity to get Cambodian rice better showcased and for these
exporters to identify new market opportunities and get in touch with
potential buyers from France, Europe and the World.

A Chizf Law Meng and Senior Minister, Minister of Commperce San Chanthol ave cooking Cambodian rice
ot ihe Cambadian Rice booth in SLAL, in 2014,

Taking opportunity of the presence of Cambodian exporters and CRF’s leaders in Paris, a promotion dinner was
organized by the French-Cambodian Chamber of Commerce (co-financed by SCCRP project) in the prestigious
restaurant “Le Carré des Feillants” in Paris. Major French traders and distributors of rice were invited, as well as

journalists (with a focus on media specialized in fine food and gastronomy).

14
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Findings, Lessons learnt and "Take-away” recommendations 5: Coherence
and professionalism in promotion event organization

Professionalism and sense of details is essential in the organization of a promotion event, when it
comes to promote a high end product. Several skills are required and have to be coordinated,
to ensure the perfect organization of the event, and the adequate communication and public
relation to make it a success. The 2" Cambodian Rice Festival was very professionally organized
both in terms of preparation and proceeding and in terms of public communication management.
Its connection with the World Rice Conference was highly relevant to ensure a maximum impact.
The promotion dinner in Paris was not effective to reach the objective due to insufficiency of
the communication and professional mobilization of specialized media. Investing in professional

public relation services is valuable and shall not be neglected.
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CHAPTER 2:
SUPPORTING THE INVOLVEMENT OF
FARMER ORGANIZATIONS IN PADDY

COLLECTION AND SALE

Whereas Cambodia is developing its exports of milled rice, with increasing quality requirements, there is a need to better
incentivize farmers in order to reward efforts expected from them to improve guality of the paddy produced. While the
traditional way millers source their paddy (through networks of collectors/middlemen, mainly) does not always provide
enough guarantees on paddy quality, and does not always encourage farmers to improve it, there is an opportunity for
Farmer Organizationsiwith a broad understanding of “FOs": including ACs, FWUCs, etc.) to get involved in paddy trade and
enhance the direct and close link they have with their members.

Different modefs of engagement of Farmer Organizations in the paddy commercialization have been promated by the Support
to the Commercialization of Cambodian Rice Project:

= Direct implication of Farmer Organizations, acting as collectors between their members and large buyers (rice millers or
paddy bigger traders).

= Contract Farming between millers/exporters and Farmer Organization, engaging both parties in a stronger commercial
(and partnership) relation, which proves necessary when exporters are targeting certain standards...

Beyond the support to pilot innovative actions engaging FOs in paddy commercialization, lessons have been drawn and
guidelines developped, notably through the writing of a “Manual on Contract Farming in Cambodia®, in collaboration with
MAFF's Department of Agro-Industry.
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2.1. DIRECT SELLING BY FOs

2.1.1. PADDY SELLING GROUPS

The “Paddy Selling Group™ (PSG) model simply consists in supporting Farmer Organizations {or groups of farmers
within such an organization) to gather and sell together batches of paddy of consistent quality and volumes large
enough to interest rice millers or large traders. Farmers can collectively negonate prices with rice millers {or exporters)
and make sure the quality of the paddy they produced is valued at its night price. Objectives are to increase farmers’
nee MITICE, bLI[' also to ensure a I:..‘H.ll' T".-].]Llﬂti.ﬂ M1 (}.F I'.I‘F.de}".. iﬂ l:}fdl_"f o rl."'-."."ﬂi'd ‘.-11.1(_1 conCouraec Furtht:r I'_'ff{}fl'h'- []f I:.‘.-].fm(_‘l'.‘\' O

quﬂHL].'.

SCCRP project has supported Farmer Organizations to implement this model. It was notably promoted through
some Farmer Water User Communities (FWUCs)building on the advantages of FWUC large scale {compared to
many other types of Farmer Organizations), access to irrigation, and on the information FWUCs gather on cropping
calendars inside the irrigation schemes they manage. Farmer Water Net (a natonal federaton of FWUCs), the
Irrigation Service Center (1SC) and GRET were mobilized to support these initiatives,

A dozen of FWUCs (in five provinces) have implemented collective paddy selling with some of their members,with

quite vanable results, successes and failures.

Focus 5: Successful Paddy Selling Group experience in Baray FWUC, Siem Reap, in 2016

In August and September 2016, a “Paddy Selling Group™ was set
with a small group of 17 farmers from Baray FWUC in Siem Reap.
They have identified one rice miller in Kampong Thom ready to
buy the paddy they could supply (in the limit of about 50 tons per
day). In September 2016, for Sen Kraob variety harvest, this Paddy
Selling Group has been able to gather and supply to this mill

53 tons of wet paddy, in two delivery operations.

The Paddy Selling Group had to organize the collection and
transportation of the paddy to the tice mill. There, the paddy
quality was propetly checked, and the price obtained by the Paddy
Selling Group was in average 190 KHR /kg above the price that
farmers could get at farm gate from local middlemen. Enough to
cover the operational costs (labor, transportation,...) and to pay
the paddy to farmers at a price above local collectors price by

+50 o +80 KHR /kg.

Some fees were also paid to Farmer Water Net, but not sufficient
to actually cover the costs of FWN and ISC support and backstopping, at the small scale of implementation of this pilot. But
in a longer term (with more volumes and less support required as the FWUC gain experence in commercialization), it could
be expected to cover full costs. Yet, if the economic results were good for this operation in 2016, it has to be undeslined that
this model presents some tisks for the farmers, as they have to transport the paddy to the mill, while the miller will confirm
the ptice offer only once they get there. Also it requires a good level of trust in the group of farmers as farmers will not get
payment immediately after delivering the paddy, but only after it has been delivered and paid by the miller,

[Mote details are provided in SCCRP Case Study No 4 *Paddy Selling Group of Baray FOWUC”

The above text-box (Focus 5: Successful Paddy Selling Group experience in Baray FWUC, Siem Reap, in 2016)
presents a quite successful case in Siem Reap. Even if it was at a pilot stage with relatively limited volumes sold,
the additional price farmers could get compared to selling at farm gate was very substantial. But in other cases the
difference of price has been very marginal, and then the operation less successful.

More surprisingly, some groups of farmers who succeeded to sell their paddy collectively at a better price when
they first tested the system were less successful in the following year. It was noted that local collectors nearby were
adjusting their prices to the price paid to members of the Paddy Selling Group. On one hand, this is a positive
effect of the farmers’ initiative to sell collectively, and it demonstrates a strengthening of their bargaining power.
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But on the other hand, if the group does not manage to actually sell paddy, it does not generate any income to sustain
the activity and incentivize the work required from farmer leaders. And when the group fails to be sustained, the
competition of the PSG s removed, and local collectors lower their prices back. After few years of experiences of

Paddy Selling Groups (in FWUCs 1n particular) this appears as the main challenge to address to sustain the activiry.

2.1.2. PADDY SUPPLY CONTRACT BETWEEN MILLERS AND COOPERATIVES

A slhightly different model has been implemented by few Agnicultural Cooperatives with the support of their
Federations (FCFD or FAEC mainly)'? and of the project team. It consisted, for FOs, in identifying an interested
buyer and formalizing a paddy supply contract. This differs from the “contract farming” model because contracts are
signed only few weeks before the beginning of the harvest, and they do not include any specification on the mode of
production of the paddy, neither any commitment of the buyer side regarding support to production or other role
besides the purchase of the paddy. For instance, in the end of 2016, two contracts were signed by ACs from Battambang
province with rce millers/exporters for the supply of conventional paddy:

* DMNikom Preah Sihanouk AC has delivered 776.5 tons of paddy to Signatures of Asia [See SCCRP Case
Study No 3: Contract for paddy supplying between Nikom Preah Sihanouk AC and Signatures of Asia,
facilitated by FCFD).

¢ Chamroeun Phal Reang Kesey AC has delivered 690 tons of paddy to AMRU-Rice.

Focus &: Possible margin of negotiation for higher farm-gate prices for paddy

The experiences of some of the Paddy Selling Group or FOs getting involved in paddy commercialization tend to
demonstrate that there is potentially room for farmers to negotiate better poces for their paddy. The fact that, when
farmers try to develop such collective paddy selling schemes, local middlemen are able to react by mereasing their price
offers also suggest that downstream stakeholders could afford a bit higher prices than what they do
The Table below has been produced as part of the Cambodian Rice Sector Economic Observatory [See § 4.3, page 43). It
stmulates the impact of a potential increase of paddy purchase prices on nice mills profitabality (here for the case of wet
season photosensitive fragrant vareties and large mills). For this category of oulls and varieties, the model concludes that
{with unchanged export prices), large millers could still make profit if buying the paddy at a price 100 KHE kg above the
price they currently pay. OFf course, the model is not perfect and presents an approximate “average™. The exact figures, case
by case, can be disputed. But even if the price increase oullers could actually afford 1s only +30 o +50 KHR kg, this would
still be very significant for farmers.
Rice milling profitability sensitivity to paddy purchase and milled rice selling price: return to capital invested
¥ for System 08: Wet-season Photosensitive Fragrant Rent-machine 10T Export-market
Paddy Price of milled rice exported USD and KHR/Ton
purchase price 442 492 541 580 639 [ 787 TE7 B36
KHR/Kg 1800000 | 2000000 | 2200000 | 2400000 ( 2E00000 ( 2800000 | 3000000 | 3200000 | 3400000
apo | 7s.4% 93.7% 111.9% | 1302% | 148.4% | 166.6% [ 1Bas% | zozew | 271.0%
500 49.3% B4.9% 80.5% 26.0% 111.5% 127.1% 142.6% 158.0% 173.5%
E00 30.0% 43.6% 57.1% T0.7% 84.2% o7.7% 111.3% 124.8% 138.3%
F00 15.1% 27.1% 39.1% 51.2% 63.1% 75.1% 87.1% 99.1% 111.08
800 3.3% 14.1% 24.9% 35.6% 45.4% 57.2% 67.9% TB.T% B9.4%
200 -6, 4% 3.4% 13.2% 23.0% 32.8% 42.5% 52.3% 62.1% 71.8%
1000 -14.3% -5.4% 3.6% 12.5% 21.5% 30.4% 39.3% 48.3% E7.2%
1100 -21.1% -12.8% -4.65%% 3.7% 11.9% 20.2% 28.4% 36.6% 44.9%
1200 -26.8% -19.2% -11.5% -3.0% 3.8% 4 114% 19.1% 26.7% 34.3%
1300 -31.8% -24,6% -17.5% =10, 4% -3.3% 3.9% 11.0% 18.1% 25.2%
1400 | -36.1% | -29.4% | -228% | -16.1% 9.5 2% 3.0% 10.6% 17.3%
1500 -39.9% 33.7% -2 7.4% -21.1% -14.8% -B.5% -2 3% 4.0% 10.3%
1600 -13.3% -37.4% -31.5% -25.5% -19.6% -13.7% -8R -1.8% 4.1%
1700 -46.4% -40, 7% -35.1% -29.5% -23.9% -18.3% -12.7% -T A% -1.5%
1800 -49.1% -43.7% -38.4% -33.1% -27.8% -22.4% -17.1% -11.8% -6.5%
1900 | -515% | -065% | -41.4% -36.3% | -31.2% [ -z6.2% [ -211% 6% | -11.0%
2 000 -53.8% -48.9% -44.1% -39.2% -34.4% 29.6% -24.7% -19.9% -15.1%
12 See § 4.2.3. page 0,
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2.1.3. THE PADDY TRADING PLATFORM

In 2014 and 2015, some FO Federations have tried to get themselves know by millers by producing a Directory of
main FOs able to supply paddy (See § 4.2.3. page 40). But this was providing only information about FO profiles
(number of producers, surface of paddy, rough estimate of potential harvest...), but not yet a more accurate
estimation of up-coming harvest. In late 2015, some Paddy Selling Groups (notably the one from Stung Chinit
FWUC) have produced a more accurate pre-harvest announcement that they have tried to disseminate to rice
millers... quite successfully as they manage to make relatively good deals with rice miller at that time. But the
communication of this announcement was not very easy and made on a “door-to-door” basis.

In order to scale this up (perspective to engage more FOs, getting in touch with more millers), the project has
supported the development of the “Paddy Trading Platform”. The principle and main features were developed
through workshop organized with FO Federations and CRF in 2016, and the platform started to be operational
from end of October 2016. It consists in an on-line platform where FOs can post announcement about their up-
coming harvest (type of varieties, estimated volumes, date of availability, etc.). Millers can consult announcements
on-line, or if they have registered, they can also receive the announcements automatically on their e-mail or by
SMS. They can also set filters for the announcements they will receive, if they wish for instance to get notified
only for announcements in certain provinces, or for certain types of varieties, or for minimum volumes.

Welcome to The Cambodian |

n Rice Proj

Paddy Trading Platform ' Fanmer Organizat

FAEC. FCFD. FWN, CFAP and FNN

Duuctamier SCCRE projecs fwath AFD nuppart s groenchog the plasfons 12 post and accem sformation o paddy svailabeliny: 1o, da meda oy,
BCCRE rusd AFTH i oo popomsatulily o e reforrsaty o peted o e platfores.

A Home sereen of the Cambodian Paddy Trading Platform.

Technically, the platform has been working well. Close to 100 FOs (members of FAEC, FCFD or FWN which
support them to use the tool) are registered in the system as potential users, and approximately 50 rice millers are
registered. Yet up to now, it has to be admitted that most of the time, the FOs have not been contacted by any
miller expressing interest, after they have posted their announcements.

A Focamgple of an anwouncement as if ahpears on the Padgy

m“ﬂ?..zftx_ Trading Platforas website: the announcenent indicate the type
Purchased quality seeds of variely (white rice varielies, or fragrand, or jaiming el ..)
b Bonwy, P Lary if the paddy can be ssipribed wet or dry, the extinnated volume
Sro Mok Sok Sen Chey Agricultural Cooperative available and period of availability, the type of eeds sred
OFIFE1035 (Tarmers swn seeds, or purchased seeds. ) the nanse, lcation

and comtact of the FO... More delaily can be added as an
attached file, for instavce @ detailed planning of harvests.

[More details can be found in SCCRP Case Study No 5: The Paddy Trading Platform)].
Visit the Paddy Trading Platform on: i

Wiaw deliveries
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Findings, Lessons learnt and “Take-away” recommendations 6: FO direct
engagement in paddy commercialization

The experience of FOs (able in some case to get significantly better prices than what they get
from local collectors) as well as the economic analysis developed in the Rice Sector Economic
Observatory tend to demonstrate that paddy buyers could often afford a bit higher prices than
what farmers get. This is symptomatic of a still low bargaining power of farmers. Collective
action by FOs has given results in some case. But it comes at a cost, and often with a bit heavier
procedures for farmers than when they sell directly to local traders. In many cases, when farmer
get organized and can negotiate better, local traders react by aligning their prices. Hence, as there is
no more benefits to sell through the FO, farmers sell back to local traders. But then the FO has no
more incomes (normally a margin or fee is taken by the FO to cover its costs) to remunerate
responsible persons in charge of gathering paddy and linking with buyers, and once it stops its
involvement in commercialization, traders can return back to lower price offers. It is quite difficult
to address this vicious circle. It could plead for structural financial support to FOs (possibly via
their Federations — See § 4.2., pages 39-42) to be in position to permanently support and
reactivate collective selling groups in order to maintain a competition with local traders.

2.2. CONTRACT FARMING

2.2.1. APPROACH OF SCCRP PROJECT REGARDING PILOT CONTRACT
FARMING ACTIVITIES

Beyond the model of “Paddy Selling Groups™ in which Farmer Organization simply act as collectors of the paddy
produced by their members, the SCCRP project has supported the development of Contract Farming agreements
between Farmer Organizations and rice millers or exporters.

With progtessively increasing quality traceability requirements for a growing export market, it was assumed that
millers were facing some challenges to get suitable supplies in term of quality, and to get more predictable
supplies.

The project has been quite open to support initiatives of economic stakeholders (from FOs or from millers)
willing to develop contract farming. There were no geographical restriction (no limitation to target provinces).
Some business matching events, gathering millers and FOs, have been organized to identify potential partners. In
some cases, the project has received direct requests from millers or exporters to help to identify potential FOs and
facilitate the negotiation of partnerships. In order to build capacities of local institutions to facilitate contract
farming process, MAFF officers (in particular from Department of Agro-Industry — DAI — and Provincial
Departments of Agriculture, Forestry and Fisheries — PDAFF —, and also officers from Department of
Agriculture Cooperatives Promotion — DACP) were closely associated in the process, as well as, in some case, FO
Federations willing to play such a facilitation role for their members (See § 4.2.3. page 40).

2.2.2. OVERVIEW OF ALL CONTRACT FARMING AGREEMENTS SIGNED
WITH SCCRP SUPPORT

Over the five years of project implementation, a total of 80 contract farming agreements have been signed
between Farmer Organizations (mainly Agricultural Cooperatives, and few FWUCs or farmer associations) and
rice millers or exporters. 8 millers or exporters have been involved and 44 FOs (38 Agricultural Cooperatives,
5 FWUCGs, and 1 Farmer Association) have been involved and have signed one or several contracts.
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Focus 7: Some key figures on Contract Farming signed and implemented with SCCRP support

MNumber of Contracts signed between 2013 and 2017, per buyer 8 millers or exporters have been involved and 44

B AMRLU Rice FOs (38 Agricultural Cooperatives, 5 FWUCs,

8 Signature of Asia and 1 Farmer Association) have been involved
and have signed one or several contracts,

0 Golden Rice AMRU-Rice and Signarures of Asia are the rwo

m.i]]ers,.-"axp-nrters which have been the most
engaped, with respectively 48 contract farming

B Loran Group

N BT agreements signed by AMRU, and 15 by
& Kan C¥an Hiang Signatures of Asia. For these rwo companies most
mill of the contracts were focused on the production

W kb Bk Eeyaomill of organic rice. The first ones were signed in 2014

for AMRU and were then repeated (and scaled
up) one year after the other.

@ Bayon Heritage

61 out of the 80 contracts were for organic paddy
production, for a total volume committed of more
than 36,000 tons of paddy (over the period 2014-
2017).

Volumes of paddy committed in contract, by paddy specificities

Dipani AP

ATt 4.1 961

Conventional paddy
" Seeds production

New varieties

Volumes of paddy committed and actually delivered for 79 Contract Farming agreements, per type of paddy
[Mote: The contract for seed production (in 2013) is also not incloded because it was only for 2 ha of fields which were fully destroyed by
flood.)
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Contracts for the production of a new fragrant non-photoperiodic variety were successful, but volumes were limited as it was
a first trial for farmers to use this variety. Contracts for the production of organic paddy are also generally quite successful
{around B5% of volumes delivered) as a high level of premium price efficiently prevents side selling by farmers (but
petformances were lower in 2017, due to lower yields, more competiion from new buyers, and high financial pressure on
farmers to sell for immediate cash). For SRP rice the level of premium was still too low to ensure full implementation.
Contract Farming is not efficient (or even not useful) to produce conventional paddy and sell it at market price.
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2.2.3. MAIN ouTCcOMES OF SCCRP PILOT IMPLEMENTATION OF
CONTRACT FARMING MODEL
From the Sigﬂiﬁr_‘;ml amount of C.‘;I’Jt:l'il:.'l'lf_‘ﬁ.'h' accumulated over these five VEAS, We Can say t|mt, in the context of Cambodian
rice value chain (characterized by a very high number and density of paddy producers and buyers in a very competitive
L'm'ir'{}m'r'u;'nl:l contract ﬂlrmin;.:uppcarﬁ tor be relevant and beneficial for both |};1rtit:s in two kinds ol situations:

SPECIFIC QUALITY ASSOCIATED WITH A CERTIFICATION ON PADDY
PRODUCTION METHOD: TYPICALLY ORGANIC OR SRP STANDARDS

To secure a contractual relation between producers and buyer is a must when the buyer target specific product
certification (including conformity with standards on production methods). This is typically the case of organic
paddy (See 1.2.2. page 7) or SRP paddy (See 1.2.3 page Y). In the pilot actions implemented in Preah Vihear (See
Focus 8 below), cooperatives involved can produce organic paddy that can be certified as such because they have
the internal control system in place. The buyers (AMRU or Signatures of Asia) have a market for organic rice, but
they cannot supply this market unless they source their paddy from these very few cooperatives which have this
system in place. It is thereof essential for the exporters to secure their source of supply. On the other hand, local
middlemen have no specific market for organic paddy and will not pay a premium for the organic paddy produced
by cooperatives. Hence, it is also of paramount importance for the cooperatives as well (which are investing in the
implementation of the Internal Control System, notably) to make sure that their paddy will be bought by a buyer
offering a premium for organic. In such a case, the drivers to sign a contract between the miller/exporter and the
cooperatives are very strong, for both sides.

If the level of premium is sufficient, the risk of side selling is very low, and the contracts are likely to be respected
and to be successful. This has generally been the case for the production and supply of organic rice. Levels of
premium offered for SRP rice in 2017 were much lower, and not always sufficient to secure the interest of
farmers. Thereof the contracts for the production of SRP rice (first tested in 2017) have been less successful.

Focus 8: Contract farming for organic paddy in Preah Vihear province

Information has already been provided regarding the history of the initiative of organic paddy production in Preah Vihear in
the previous Chapter of the present document (See §1.2.2. page 7). We will focus here more on the terms of the contracts
between the two parties, for the case of contracts between AMRU-Rice and cooperatives in Preah Vihear.

With each of the 18 (as per 2017) cooperatives partner of AMRU, a contract is signed at the catly stage of the season. Each
contract defines the objectives (production and sale to AMRU of x tons of organic paddy, of fragrant or non-fragrant
varieties depending on the cases). Organic standards to reach are the standards of EU and USA.

Contracts specifies different quality grade for paddy, and a premium price associated to cach grade.

The premium price is added to a reference price, defined on the basis of reference mill-gate prices in the neighboring
province of Kampong Thom, few days before harvest starts. Hence, the reference price alone is already significantly higher
than farm-gate price offered by local collectors. Collection points are defined and agreed in the villages, and AMRU-Rice is
responsible to collect the paddy from these agreed places. AMRU also provides sacks, and capacity building of AC leaders on
paddy quality inspection, so cooperatives can undettake to quality checks. Payments are made to the cooperatives few days
after each delivery.

Besides, the annual contracts with ACs, a pluti-annual Memorandum of
Understanding is signed between AMRU, the cooperatives, but also the
Union of Cooperatives which undertakes a major role to ensure a proper
Internal Control System (See § “Internal Control System and Certification’
Page 8), which is the corner stone to ensure the organic certification,
and thereof the viability of the partnership.

Volumes of otganic paddy delivered by cooperatives in Preah Vihear to
AMRU-Rice have grown from 1,465 tons in 2014, to 2,439 tons in 2015
and 7,998 tons in 2016. And for 2017, AMRU has signed with 18 AC for
a total volume of 16,662 tons.

[More details in SCCRP Case Study No 2 “Contract Farming for otganic paddy supply in Preah Vihear province”)
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Another situation for which Contract Farming can be relevant is when it helps farmers to access an innovation
(bringing an improvement of production, quality and/or price or a reduction of producton costs) that could not
be achieved by farmers without the Contract Farming scheme. Of course the partnership has to be beneficial for
the buyer too. Good illustrations of such case are the six Contract Farming agreements signed between Golden
Rice and Agricultural Cooperative for the production of new varieties of fragrant non-photosensitive rice (foreign
variety that Golden Rice has introduced under the names “Phéa Champa™ — 3 contracts - and “Phka Kravan” —
3 contracts). These contracts (see “Focus 9” below were very successful, even if limited in terms of volumes (as
the variety was unknown by farmers, they wanted to test on limited surfaces first).

Focus 9: Contract farming for “Phka Kravan"variety

Three Contract Farming agreements have been signed in late 2014 between Golden Rice and 3 different Apricultural
Cooperatives in Kampong Chhnang and Takeo provinces for the production of paddy of a new variety provided by Golden
Rice under the name “Phka Kravan™).
In total, the three cooperatives (and 57 farmers of
their members) engaged to grow “Phéa Kravan™
paddy on 107 ha and to deliver between 280 and
510 tons of paddy to Golden Rice. As the results,
444.3 tons of paddy have been delivered.
“Phia Kravan" is considered as a fragrant vatiety by
Golden Rice. But it is non-photoperiodic and with
a cycle duration of approximately 95 days, thereof
shorter than other non-photoperiodic fragrant
varieties widely used by farmers in Cambodia, such
as “New Kraob". “Phka Kravan” can thereof substdtute
non-fragrant short term varieties such as some IR
varieties in farmers’ cropping calendar, and is
expected to provide comparable yields.

FO represemtatives visit a field of “Phka Kravan” paddy variesy grown snder Contract Farnsing with Golden Rice &

These contracts were the only cases of fixed-ptice contracts that have been facilitated by SCCRP project. Price offered by
Golden Rice was about 20% abowve the price that farmers would have get for the non-fragrant IR they would have grown
without the contract. So for farmer, the terms were considered as interesting, Potentially, for the miller, this can allow a better
planning of non-photosensitive fragrant paddy, at a reasonable price. For this reason, the contracts were successful and well
respected. But this Contract Farming as a long term partnership is still very fragile because other buyers may also get to know
the new variety and may also offer a good price: the risk of side selling remains. Moreover, the input initially provided by the
company for farmers to achieve the “qualitative jump” might not be needed for ever. The contract may be needed for
farmers to get the initial seeds, but Golden Rice said that “Phka Kravan” is an inbred vatiety, and thereof farmers may save
secds to repeat the cropping and might not need the contract with the buyer in the long term.,

After the end of these contracts, SCCRP project did not continue to support the dissemination of the new variety via
Contract Farming as the Ministry of Agriculture, Forestry and Fisheries has expressed reserved about the varieties and has
recommended to proceed with further testing and homologation of the variety before to pursue scaling-up.

[Mote details are provided in SCCRP Case Study No 1 *Contract Farming between Golden Rice and FOs for Phéa Kravan

variety”|

In other cases, if the contract farming does not significantly contribute to improve the quality of paddy produced
(i.e. the paddy produced by contracted farmers is similar to what the buyer could get from any other producer or
middleman) and if the price is similar to market price!?, then there’s no point in making contract. There are no
significant advantages for contract farming if it is to produce the same “paddy as usual” and buy/sell it at local
market price. Transaction costs in the case of contract farming are likely to be higher than just dealing with a
middleman for a single on-the-spot transaction.

13 As it has been the case in the contract signed with Loran or BRICo in 201 4, with other millers used as reference.
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Findings, Lessons learnt and “Take-away” recommendations 7: Summary of
key lessons on Contract Farming

= The development of Contract Farming is sometime presented as an objective by the Ministry
of Agriculture or other public institution. This should not be the case. Contract Farming
development is not an objective per se. Contract Farming is a tool, which is relevant in certain
circumstance for economic stakeholders to achieve their objectives (hopefully contributing to
broader development objectives), and which is not relevant in other circumstances.

= Parties negotiating a Contract Farming agreement shall be left free to negotiate and fully
tailor the terms of their contract. Government institutions may produce guidelines to support
such process, highlighting questions that parties shall be encouraged to discuss and to answer
in their contract. But guidelines should not consist in standardized terms of contracts.

= MAFF (/DAl) can support contract development as a facilitator (when economic stakeholders
desire it). But this support shall be simple and flexible. It should not bring heavy bureaucracy in
the process (nor costs). More adequate human resources would be required for this in DA,
notably with a legal expertise, as Contract Farming is, before, all a matter of law.

+= Facilitation of negotiation of Contract Farming (as well as possibly mediation in case of
dispute) is not a monopoly of MAFF, and other organizations can also play this role, as long
as they are accepted in these roles by the producers and companies invelved.

+ For the case of Cambodian rice, Contract Farming can be very relevant in particular when
millers or exporters wish to source a particular quality of paddy, notably requiring a certification
on the way the paddy is produced [typically for organic, or SRP standards for instance). But
Contract Farming is useless and probably less efficient than traditional network of middlemen
if the purpose is to source a generic paddy at the market price.

BUILDING ON EXPERIENCE AND SHARING
KNOWLEDGE AND LESSONS LEARNT

Project activities on Contract Farming were implemented in partnership with the
Department of Agro-Industry (DAI) of MAFF and were also aiming at developing
capacities and guidelines to build on the Sub-Decree Mo 36 on Contract Farming that
was issued in 2011, Together with the DAL the project has looked beyond its own pilot
experiences, but has studied other cases and has open spaces of exchange of experiences
on Contract Farming, notably via a workshop on Contract Farming in July 2015, and a
“Contract Farming Taskforce™ in MAFE, which has mainly been used o discuss the
project of a Manual on Contract Farming in Cambodia. The Manual has been finalized

and endorsed by the Taskforce in October 2017 and is about to be printed after few
final up-dates or improvements have been made. It has to be underlined that the Manual
is ot Rpi_'dﬁc:lll}' di_'alling with Contract |";eri115_§ Fior r‘iCL', but pre wide :,:uidn;'HnL's that are also :1|}]‘ﬁ]ii_"¢1b|t for Contract
Farming for other crops or livestock production.

Last, inter-provincial training workshops on
contract farming were implemented, based on
the Manual content. They were addressed mainly
to potential facilitators of contract farming
initatives, notably officers from Provincial
Departments of  Agriculture Forestry  and
Fisheries, but also some NGOs, FO Federa-
Hons, ete.

A Farticihants in training werksbap on Contract Farming in
Battarbang, in November 2017,
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3. SCALING UP FOs: COOPERATIVE UNIONS

In Cambodia, Agricultural Cooperatives are in most of the cases at a very small scale (see background informaton
on Farmer Organizations in the last section of the present document, page 50), often too small to gather significant
volumes of pmduct:\' and to interest the agrre -food induer}' as |'.fU1L'I'lLi:'l| $L||}|}|it:r3; and also too small to be able to

afford the costs for permanent staff and to reach a certan level of professionalizaton.

The Law on Agricultural Cooperatives of 2013 has set a provision for the establishment of Agricultural Cooperative
Unions14. A Prakas defining further format of statutes for ACUs and procedures for thetr registration was issued by
MAFEF in early 2016, p:n‘iﬂg the way for the creation of such Untons. This represents an iﬂrf:ﬁ:ﬁting potental to dut'{:]{}p

larger and stronger Farmer Organization.

Preah Vihear Meancheay Agricultural Cooperative Union (PMUAC), gathering ACs engaged in contract farming for
organic paddy production, was the first Union of Cooperatives established in Cambodia. It was formally registered
by MAFF 1n July 2016, but actually informally started its activities one year before. The creation of this Union was
accompanied by SCCRP project and was driven by the necessity to sustain the function of Internal Control required
to maintain organic certification (See § 1.2.2. p. 7 and “Focus 8 in § 2.2.3. page 23). The economic model was well
identified and foreseen as viable even before the decision of creation of this Union, which now seems to be quite

solid and start to L'[H'iﬁa'lg(.‘ a diversification of its actvities.

& Coeneral Arsembiy of Preab 1ibear Meanchey Union of Agricuitural Cogperatives, fm March 2017,

Another Union (Battambang Union of Agricultural Cooperatives, BUAC) was created in Battambang with some
support of SCCRP project, gathering four ACs (notably involved in Contract Farming for SRP paddy production
and supply). It was registered in September 2017. But for this case, the institution has been established first,
before a clear plan was defined about its activities and economic model. BUAC has then developed its strategic
plan in December 2017 and January 2018, which notably enhance a scaling up of the Union (from 4 ACs at its
creation to 15 ACs (3,000 families) by 2022, and the objective to improve capacities of its members and develop
the production of certified quality agricultural products for improved and sustainable market access and better
prices. It also plans to develop services of input supply, agriculture machinery hiring and possibly small scale rice

processing.

# Chapter IV, articles 89 to 95 of the Law on Agricultural Cooperatives of 2013,
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CHAPTER 3:
RURAL DEVELOPMENT BANK AND
FINANCING FOS AND RICE SECTOR

The Rural Development Bank is a public bank established in 1998, with the objective to take part in the financing of the
agriculture sector and rural activities and doing so contribute to poverty reduction. In 2011, the « Agence Frangaise de
Développement » has financed a diagnostic of the Rural Development Bank in order to identify potential improvements
regarding the bank management, procedures and tools, which served as a basis to mobilize the support of SCCRP project
for further support to RO reforms.

Meanwhile, the Ministry of Economy and Finances has expressed a strong will of up-grading the Rural Development Bank
which materialized in significant changes in the Bank management and governance, and injection of additional capital.
Additional Technical Assistance to RDE provided by the project has yield in numerous improvements in bank internal policies
and procedures, tools, and alignment with common international standards for banking, which are expected to open the door
to new refinancing opportunities for ROB, and thereof to an up-scaling of its credit activities for the agricultural sector.
Hence, the invalvement of the bank in the rice sector has heen consolidated in the last two years.

In parallel, and in relation with other activities of the SCCRP project focusing on Farmer Organizations’ commercial involve-
ment in paddy trading, new financial products dedicated to finance Farmer Organizations commercial activities have been
developed, validated, and started to be operational in 2018.
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3.1. UP-GRADING THE RURAL DEVELOPMENT BANK

3.1.1. HISTORY AND ACHIEVEMENTS OF THE TECHNICAL ASSISTANCE TO RDB

The Ministry of Economy and Finances (MEF) has expressed a strong willingness to reform and up-grade the
Rural Development Bank in order to increase its ability to address financing needs of the agricultural sector
development in Cambodia, in line with policy orientations.

AFD has first financed a diagnostic of RDB situation and possible improvements in 2011 at the stage of the
preparation of the project. Then more detailed assessment and recommendation have been provided by a team of
consultant in the early stage of the project implementation, in 2013 and early 2014, Detailed recommendations
and procedures or guidelines have been developed, covering notably the following topics:

¢ Risk Management Framework; s Strengthening the I'T Functon;

*  (Global Compliance Framework; ® Review Credit Function;

s  Anti-Money Laundering and Counter *  Review the Human Resources Policy;
Terrorism Financing; e Recast the global organization;

s Monitor and Mitigate Banking Activities on e Assessment of Training Needs and
the Environmental and Social Policy; Development of a Training Program.

#  Establish Ethics Committee and Develop
Code of Conduct;

As technical recommendations were developed, the process of RDB reforms has been given a strong political
support and impulsion by MEF in March 2014, leading to actual implementation of concrete and very significant
measures, notably:

* Revision of the Sub-Decree on the *  Appointment of a new Chief Executive
establishment of the Rural Development Officer: HLE. Kao Thach;
Bank, endorsed by the Royal Government of s A new organization chart was approved in
Cambodia in June 2014; September;

¢ Appointment of a new Board of Directors of * A number of new officers have been
RDB by Sub-Decree dated 7% of August 2014 externally recruited by RDB;
(chaired by H.E. Ros Seilava); e MEF has proceeded to an increase of RDB

capital by approximately + $26 million.

Further technical assistance has been provided by SCCRP project, with a resident international expert assigned to
work on a full dme basis for one year with RDB, allowing a closer work with the team and better appropriation
and ownership of new policies, tools and procedures developed. Overall this process has considerably reshaped
the Bank and its management and operation. Among the main outcomes, we can mention:

*  Organizational restructuring has been adopted and implemented, with notably the following changes:
o Anindependent Risk Department was created;
o The Department of collections and monitoring has been created and separated from the Credit
Risk Department;
o The Credit Department structure was reformed;
o Legal Affairs Department has been created.
* Human Resources management was significantly improved:
o Detailed and accurate job descriptions and Key Performance Indicators have been developed and
completed for each RDB department and for each individual staff in RDB.
o A detailed organization overview chart has been created which maps out clearly each department
and each staff member and their job description and functional role.
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o Compensation and salary scales were reviewed to ensure RDB can compete with the MFI and
Banking sector to attract and retain high caliber, well trained and competent staff.
o New human resources were recruited.
The newly established Risk Department was supported to create an independent risk function, separated
from the frontline business department. The department is responsible for risk monitoring and reporting
for managing non-performing loans, as well as providing an independent appraisal and recommendation
for lending decisions.
Inputs were also provided for a more strategic reflection on RDB future development, including:
o Assessment of needs for potential agricultural value chains.
o Reflection about the appropriate blending of policy lending alongside commercially orientated
lending.
o RDB funding strategy.

Moreover, RDB compliance policy framework gaps have been addressed through the development of:

Anti-Money Laundering / Combatting the Financing of Terrorism procedures in line with NBC
requirements;

Social and Environmental protection policies;

Procurement and reporting policies.

Findings, Lessons learnt and “Take-away” recommendations 8: Keys of the
success of RDB reforms, and remaining fragilities

Reforming the Rural Development Bank was seen as an ambitious and challenging objective at
the early stage of SCCRP design and implementation. Even if everything is still far from being
perfect, the Rural Development Bank has considerably changed over the past 5 vyears. The
provision of highly qualified technical assistance has contributed to this, with an improved
appropriation of the measures, procedures and tools when the TA became resident instead of
sporadic short—term inputs. But most importantly, the very strong political will and push
forward from the Ministry of Economy and Finances was a key to reach these achievements.
A remaining fragility is related to the subtle balance that has to be maintained between the
policy orientation of RDB (which has a mandate to finance economic stakeholders [ private
sector, for projects that contribute to achieve policy objectives and that commercial banks
might be reluctant to engage in) and the need for a professional decision making process on

individual loan attributions, remaining independent from political stakes.

3.1.2. NEW FINANCING SCHEMES DEPLOYED FOR THE RICE SECTOR

RDB has developed two new financing schemes for the rice sector since 2016, SCCRP project was not directly

involved in the development of these schemes (and thereof we do not analyze in detail the mechanisms), but the

RDB up-grading process described above has contrbuted to make it possible. These two schemes are:

The “emergency rice loan fund”, established in 2016 as a response to the drop off of paddy prices. It
consists in a credit offer for rice miller for working capital in order to be able to buy paddy. Access to
these loans does not require traditional collateral (land titles) but to demonstrate the existence of large
volumes of paddy already in stock that are considered as a guarantee. A fund of 50 million US Dollar was
allocated by MEF for this facility. In 2016, only 3.5 million were lent, but it significantly increased in
2017, with 9 million US Dollar disbursed by the bank, as of end of October 2017. The scope of the fund
has been extended to potentially cover other crops than rice.
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¢ The “Investment loans for Paddy drying and storage facilities”. In this case, RDB has launched call
for applications for entrepreneurs/millers willing to invest in paddy drying and storage facilities. In total,
30 million USD have been allocated for those projects. A first loan was provided to Thaneakea Srov
(Kampuchea) Plc. in Battambang in April 2017, then new loans were approved for investments in
Kampong Thom, Prey Veng and Takeo later in 2017,

3.2. DEVELOPMENT OF A CREDIT MECHANISM TO FARMER
ORGANIZATIONS

3.2.1. RATIONALE: DEVELOPMENT OF PROFESSIONAL FARMER
ORGANIZATION IS A POLICY OBJECTIVE... BUT FO ACCESS TO FINANCE A
BOTTLENECK
The development of efficient and professional Farmer Organizations / Cooperatives is an important otientation of
Cambodia development policies15. Indeed, Agricultural Cooperatives (and more largely Farmer Organizations) can
play a significant role in the commercialization of agricultural products as well as in the supply of inputs, strengthening
farmers access to information and bargaining power as they deal with bigger quantity of goods and can get in relation

directly with wholesalers or large agro-industry, instead of dealing with local retailers or middlemen.

But this role of involvement of FOs as commercial actors in value chain, to be fully developed, may require certain
financial capacities of FOs for investment or at least working capital. Hence, access to finance is a major bottleneck
for the development of Agricultural Cooperatives’ commercial activities . In the first years (2013/2014) of SCCRP
project implementation, a quick assessment of Farmer Organizations access to finance has been made and confirmed
that FOs/Agricultural Cooperatives had generally very limited capital, and have in most cases no (or very limited)
access to loans from formal Banks or MIIs, which were not seeing them as bankable clients . Without an eased access
to finance, Agricultural Cooperatives or more broadly Farmer Organizations cannot progress through the initial stage
of their development, from the stage of micro-scaled cooperatives at village level to the stage of efficient small
to medium scale cooperatives able to undertake activities at the scale of SMEs. And then the objective to see

Cooperatives emerge as stronger commercial actors in value-chains remains a wishtul thinking.

3.2.2. THE DEVELOPMENT OF A DEDICATED CREDIT OFFER TO FOS

THROUGH THE RURAL DEVELOPMENT BANK
In order to address this issue of access to finance to Farmer Organizations and improve the coherence between the
policy objectives and the instruments deployed through the State owned Rural Development Bank, the SCCRP
project has supported the development of a new financial offer from RDB, dedicated to Farmer Organizations.
Different scenarios for the development and distribution of credit to FOs were explored. A direct credit offer by the
Rural Development Bank was chosen as the option allowing the lower interest rates. In June 2016, the RDB has adopted
a new credit policy dedicated to Farmer Organizations. The main features of the proposed financial products are
described in the “Focus 107 next page.

15 As an illustration: « fo encourage and support the participation of Farmer and Farmer Organizations (| / Cogperatives) to protect their interests by creating
an enabling environnent for increased production and supply of high quality rice, including raising farmers’ bargaining power on price negotiation » is one of
the key principles enhanced in the Policy Paper on the Promotion of Paddy Production and Rice Export approved by the Council of
Ministers on July 25, 2010.

16 MAFF’s Action Plan for the implementation of the Policy Paper on the Promotion of Paddy Production and Rice Export includes as
a policy measure to « strengthen capacity of farmer and agricultural cooperatives to secure and utilize effectively loans from financial institutions ».

17 At that time, only Vision Fund had a pilot operation of credit to a dozen of agricultural cooperatives, and yet with interest rates still
relatively high (1.5 to 1.6 %/month — depending on type of collateral), according to discussions held with Vision Fund in May 2014, It
is too eatly yet to say if the development of loans to FOs/ACs by RDB will change the perception of MFIs regarding the bankability of
these potential clients.
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This credit mechanism has been implemented at a pilot stage since then. Since RIDB has no branch office in provinces,
a challenge to address was the distribution of the credit. For this, an mnformal partnership has been established
berween RDB and two Federations of Farmer Organizatons: FAEC and FCFD. The two federatons are conveying

information to their members in provinees and support interested FOs to develop business plans and file applications.

Focus 10: Main features of RDB's Credit offer to Farmer Organizations endorsed in June 2016

Objective: Credit to finance commercial activities of Agricultural Cooperatives or legally registered FOs.

Minimum criteria:

- properly registered as an Agricultural Cooperative with MAFF, or other FO with legal personality;
- has at least 1 year of experience in the intended commercial activity;

- can provide financial information, including assets, liabilities, capital, income and expenses;

- has collateral (real estate).

Short-term loan criteria:

- for working capital needs;

- minimum loan amount of US$§5,000 (per cooperatve and no need to have multiple, group loan applications);

- maximum loan amount of TUS$50,000;

- final loan amount shall depend on past and projected cashflows of the cooperative, shall not be more than 4 times the
capital of the cooperative and shall not be greater than 80% of working capital needs;

- duration not exceeding 12 months;

- interest rate of 10.5% for USD loans and an addidonal 3% for KHR loans (service fee and puarantee fee are included);
- repayment of principal can be all at maturity or amortized depending on type of business and cash flows; interest is to be
paid monthly;

- late repayments of over 15 days may attract double interest penalty.

Long-term/investment loan criteria:

- for investment in real estate, machines, equipment to be used for commercial activities;

- minimum loan amount of US§10,000 (per cooperative and no need to have multple, group loan applications);

- maximum loan amount of US$100,000;

- final loan amount shall depend on past and projected cash flow of the cooperative, shall not be more than 4 times the
capital of the cooperative and shall not be greater than 80% of planned investment;

- duration 1-5 years, including option of grace period up to a maximum of 1 year;

- interest rate of 10.0% for USD loans and an additional 3% for KHR loans (service fee and guarantee fee are included);
- repayment of principal shall be amortised quarterly or semi-annually depending on type of business and cash flows; interest
is to be paid monthly;

- late repayments of over 15 days may attract double interest penalty.

Collateral (for both short- and long-term loans; for both new and old customers):

- collateral can be in the form of real estate, guarantee letter, fixed deposits, gold, equipment and inventory (the latter two are
difficult to implement at the moment);

- non-real-estate collateral can be up to a maximum of 30% of required collateral coverage;

- for loans less than US$10,000 soft dile is sufficient

- the loan-to-collateral-value ratio is T0% for real estate located in c[r.ies,-"prmrim:iﬂ.l capitals that have shopfronts, factories,
industrial buildings or residential buildings;

- the loan-to-collateral-value ratio is 60% for real estate located outside cities/provincial capitals but still have shopfronts,
factories, industrial buildings or residential buildings;

- the loan-to-collateral-value ratio is 50% for real estate suitable for agricultural purposes;

- & guarantee fund can be wsed to increase the loan-to-collateral-value ratios above in proportion to the percentage amount of
the loan guarantee, e.g. with a 50% guarantee fund coverage, a 50% requirement can be increased to 75%.
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Within one vear and half after approval of the credit policy to FOs, RDB had received 14 applications from
Agricultural Cooperatives from 6 different provinces, and had approved 7 loans, for a total amount of 74,000 USD,
mainly to finance activities of the cooperatives in fertilizer and/or paddy trading'®. In the early stages of implementation,
the process of assessment of loan application was quite time consuming, This partly explain the low rate of success for
the applications received by RDB in 2016 (some loan applications were withdrawn because the decision was not made
om time for the (seasonal) acovity to implement. Tn 2017, the procedures in RDB have been improved and the delay for
decision making was improved. Additonal improvements of the process of loan application assessment are currently
being considered. The partnership with FO Federations could be further consolidated and formalized. In additon,
the Rural Development Bank is creating two “mobile units™ (based in Thoung Khmum and Battambang) in order to

provide a closer service to its potential client, to inform then, proceed with eredit applications, and monitor loans.

Findings, Lessons learnt and “Take-away” recommendations 9: Advantages
and limits to RDB's lending activities to FOs

A positive achievement and milestone in the development of credit to FOs in the country
The development of a credit scheme dedicated to Farmer Organizations with the Rural
Development Bank is a positive achievement of the project. Even if the number of loans and
amounts engaged in the pilot stage, since the approval of this credit policy in June 2016, are
still limived, the mechanism is in place, and it is the intention of RDB to scale it up.

Hosting this credit facility to FOs in Rural Development Bank is truly in the mandate of this
public bank, as it contributes to achieve policy objectives (conselidation of FOs as economic
stakeholders) by addressing financial needs that are currently not addressed by commercial
banks or other private financial institutions. RDB is there in its “pioneer role”, aiming to
demonstrate that Cooperatives /| Farmer Organizations can be reliable clients for the financial
sector, paving the way for other Financial Institutions to engage in serving those clients.
Even if the terms of the loans are not yet ideal for FOs, RDB credit offer is, at the moment,
the best offer they can access from a Cambodian financial institution.

Yet, a number of limits are still to be addressed

= The process remains time consuming: Despite improvements in the procedures to assess
loan application were made, assessing application for loans remains time consuming, and in
particular the evaluation of collaterals takes time as they often consist in several plots of
agricultural lands, often far from each other and that the credit agent has to inspect in order
to estimate the value of those lands. RDB would be interested in simplifying the system based
on the analysis of a limited number of risk factors.

= RDB faces limits in its capacity to dissemination information to FOs [(potential client) and
distribute the credit. Partnership with FO Federations is contributing to address this issue (FO
Federations acting as a go-between between the Bank and FOs to provide information and
help FOs to file applications with the bank... (but, on purpose, FO Federations are not acting
as a distributor / retailer of RDB credit). This service of FO Federation is useful and shall be
consolidated, but it is not sufficient to reach more FOs with a broader geographical coverage.
Other mechanisms to distribute credit to FOs are to be developed. Creation of mobile units
within RDB is part of them. RDB may consider other partnerships to distribute loans to FOs,
for instance with MFls or Banks with a larger rural network, either by refinancing a specific credit
activity for FOs or by using them as agents producing a service for a fee. Yet the willingness

of MFls or commercial bank to start to serve FOs™ credit need is not yet demonstrated.

% More information can be found in the SCCRP Policy Note #3 « Access to finance for Farmer Organizations as economic and
commercial actors in value-chains ».
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3.3. GUARANTEE MECHANISM

3.3.1. INITIAL OBJECTIVE OF THE GUARANTEE MECHANISM FOR CREDIT TO
FOS AND PILOT PHASE

As part of the development of the credit mechanism for Farmer Organization, the SCCRP project has considered
the creation of a credit guarantee mechanism, taking into account that the lack of collateral is a major bottleneck
for the accessibility of the proposed credit mechanism.

The conditions of the loan guarantee have been defined at the same time with the credit offer to FOs (see § 3.2.
pages 3(1). The main features of the guarantee mechanism foreseen are shown in “Focus 117 below and they
have been tested only for the two first loans (with the guarantee directly provided by the project for these first two
pilot cases, before the institutionalization of the guarantee mechanism was addressed.

Focus11: Main features of the credit guarantee developed for credit to FOs and tested by SCCRP for
credit to FOs by RDB

Main criteria of eligibility of loans:

- The loan shall be granted to a duly registered Farmers Organization (legal entity);

- The FO shall have at least one year experience catrying out group commercial activites;

- The purpose of the loan may be to finance working capital or equipment to carry out a commetcial activity {Le. not to retail
cash credit to its members);

{In addition, at the stage of the testing of the guarantee — i.e. when the guarantee was directly provided by SCCRP project —
additional criteria were applied due to the limitation of the project regarding the budget that could be engaged for these
guarantees and the deadline for disbursements, alipned to project duration).

Terms and limits of the guarantee:
-The guarantee can cover up to:

L+ 65% of the risk in the case of a new activity or in the case of an investment loan

L+ 50% of the tisk in the case of a working capital loan to finance an existing activity
- Further collateral, including tangible collateral, shall be required, as per the Financial Institution internal collateral policy.
- The guarantee fund will cover the contractual percentage of the remaining outstanding capital at the date of the claim. The
loss is shared from the first KHR (or USD).
- Guarantee can be called after 90 days default or when the borrower is insolvent or insolvency proceedings have been started
against it
- All amounts recovered, before and after payment from the guarantee fund, will be shared between the guarantee fund and
the financial institution, in proportion to the agreed coverage percentage

3.3.2. INSTITUTIONALIZATION OF A BROADER CREDIT GUARANTEE MECHANISMS
MOVE OF MEF FOR A BROADER SCOPE OF A CREDIT GUARANTEE FUND

While the credit guarantee system was tested on the first loans of RDB to FOs, SNEC had some discussions with
MEF to reflect on the formalization of a sustainable guarantee system. In parallel, MEF had started a reflection on
establishing a credit guarantee funds to contribute to address the bottleneck of access to additional working capital
for the rice sector (and potentially more broadly for the agriculture and agro-food industry), with some inputs
from consultants mobilized with the support of ADB.

MEF has decided to merge the two initiatives and set up a single Credit Guarantee Fund that can offer two
different guarantee products, one dedicated to guarantee the credit to Farmer Organizations, the other to the
agro-food industry (rice milling and other).

In order to move forward, SCCRP has commissioned additional expertise to work with the Ministry of Economy
and Finances on the practical development of the Guarantee Fund and to address the technical details: guarantee

rules, eligibility criteria, operational manual for parties involved, templates for operational documents, etc. and to
train responsible officers in MEF. This process will be finalized in November 2017.
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CHAPTER 4:
PoLicY / GOVERNANCE / VALUE
CHAIN INSTITUTIONS

In 2010, the Royal Government of Cambodia has adopted an ambitious policy for the promotion of paddy production and rice
export. This policy has contributed to arouse a strong dynamic of investments and up-grading of the Cambodian rice sector.
Even if the iconic objective of exporting 1 million tons of milled rice was not yet achieved in 20185, the growth of milled rice
exports has been spectacular: from about 12,000 tons in 2009 to more than 538,000 tons in 2015 (year for which the 1
million ton target was set).

The Support to the Commercialization of Cambodian Rice Project has contributed to assess the results of the rice policy
(2010-2015), and to support the preparation of a second phase of RGC policy for the rice sector. It has also developed a
tool for economic modeling and assessment of the economic situation of Cambodian Rice Sector, which is foreseen to be
institutionalized as the “Cambodian Rice Sector Economic Observatory”, providing analytical economic data on the sector
as a whole, that can be used as a dashboard to monitor rice sector situation and stimulate policy dialog.

Hence, increased dialog and coordination among stakeholders (public and private) is getting mare necessary than ever as the
new rice policy (under development] will continue to aim at ambitious (yet achievable/ objectives.

Praper institutional arrangements are essential to ensure stakeholder representation and dialog. On these matters, SCCRP
has notably accompanied the development of the representation of smallholder farmers at national level, through support to
FO Federations, and tried to contribute to set up the basis of an inter-professional organization for Cambodian rice sector,
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4.1. SETTING UP A SECTOR-WIDE ORGANIZATION FOR CAMBODIAN RICE

4.1.1, SUPPORT AND REFORMS ENGAGED WITH FCRE:
A PROMISING BOTTOM-UP AND PRAGMATIC APPROACH

In April 2013, the SCCRP Steering Committee!” has validated the principle of a support to the Federation of
Cambodian Rice Fxporters. This Federation was established in 2012 with the support of MoC and was gathering,
at that time more than one hundred members (not only exporters — as its name would suggest — but also rice
millers and some suppliers of services or goods to the sector, such as seed producers or banks). One has to admir
that in eatly 2013, the FCRE was not very active and, to some extent, was still quite an “empty shell”. But the
leadership has shown willingness to develop activities and engage in a comprehensive and participatory process of
reforms. The process engaged from that moment was based on three levels of supports implemented in parallel
and inter-connected:

* An operational support for the development by FCRE of services to its members (identification and
implementation of quick wins services by the Federation that will contribute to build competences,
visibility and legitimacy of the Federation toward its members, including contribution to the recruitment
of skilled staft and budgetary support to cover running costs as a “seed funding™).

e A support to the elaboration of a multiannual strategic plan and an annual action plan validated by all the
members (General Assembly), including agreement on budgeting and financing plan, so as to strengthen
ownership of members.

s A support to the revision of the federation structure and status, in order to clarify the membership (and

thereof the nature — professional or inter-professional — of the Federation) and the governance of the
FCRE.

The process was putting an emphasis of the dialog with stakeholders (FCRE members, but also non-members, to
take into account the reasons why they did not join, and address their concerns) on individual and multilateral
basis, in order to reshape the organization taking into account stakeholders’ expectations. The willingness of
FCRE leaders to fairly accept the “rules of the game” proposed by SCCRP, and in particular the perspective of a
comprehensive reform of the organization (which included the acceptance of the possibility of a change of
leadership) was remarkable and deserves to be underlined and praised. A Memorandum of Understanding was
signed between SCCRP and FCRE in August 2013, defining the content and modalities of the project technical
and financial support, and attached with a clear roadmap detailing respective roles and commitments, as well as
quarterly objectives and indicators (which achievement were conditions to trigger following phases).

Coeneral Arsernbly and consulialion on instituitonal seenarios for FCRE
reform, in Janmary 2014 »

The “Focus 127 box next page recall the approach and
the outcomes of the institutional reform process
engaged with FCRE from mid-2013 to early 2014,
before it was stopped by the decision of merging of
FCRE with two other organizations of the rice sector.

9°The Steering Committee of SCCRP project was chaired by SNEC and was gathering high level representatives of the different
ministries concerned by the scope of the project, including notably Ministry of Agriculture Forestry and Fisheries and Ministry of
Commerce...
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Focus 12: The institutional reform process started with FCRE and where it stopped

By end of 2013 (only 5 months after the partnership agreement was signed between SCCRP and FCRE), FCRE started to
show operational improvements with notably new staff recruited (Executive Director and Commumication officer),
improved communication tool (website, newsletter), better management and transparency (accounting system, human
resources management. ..} and implementation of services and events (strong involvement in 1stCambodian Rice Festival,
organizaton of conference on collective branding experience,. ...

A membership fee system was approved, based on a relatively affordable basic membership fee (to avond a financial barnier
and ensure a large inclusiveness) combined with premium options (silver, gold, platinum) to give the possibiality to the Feder-
ation to generate more resources and run the organization. It 15 important to note that premium membership options were
coming with additional benefits (discount on some services, showeasing of the company logo on the website, ete...), but
without additional power or weight in the Federation governance or management (it would not be equitable, for instance,
to reserve ehgibility in governing bodies to premium members only).

From the mstitutional point of view, 3 scenanos for institutional reforms were prepared (taking into account inputs from
members), and submitted to a vote during a General Assembly on gond of January 201 4. Exceptionally, non-members were
invited and allowed to take part on this vote on institutional scenanos. The purpose was to show the willingness to integrate
non-members and to take nto account their expectations (and address the reasons why they had not jomed the Federation
so by taking into account their points of view). Moreover, to address the asymmetry of representations of the different
categories of stakeholders, the vote on these msotutional scenarios was undertaken by “colleges™: 1.e. votes of producers,
millers, exporters and service providers were counted separately, and to be adopted, a proposed option had to get a majornity
of votes in all of these four categones (majority vote nside a college, but unammity of all colleges required, followmng a
principle in use — by law — in inter-professional organizanons in Europe). This proposed method has worked, and an institu-
tional scenano for FCRE reform was approved, with a strong ownership and backstopping of value chain stakeholders. Tn
addition, some key governance principles were also endorsed by vote, providing the pudelines for the rewnting of FCRE
statutes, which was the next step foreseen after the General Assembly of January 2014,

Thas promusing process came to an end, less than one month after that very successful General Assembly of FCRE, after
the decision of the Ministry of Commerce urping FCRE, ARPEC and CREA (the three organizatons in the nce sector)
to merge 0 a single mstitution, This process has been managed i a much more top-down way that the method used to
support FCRE reform.

Findings, Lessons learnt and “Take-away” recommendations 10: A bottom-up
process and phased combination of advisory and financial supportis a suitable
approach for institutional development

A bottom-up, highly participative and progressive approach of institutional development is
highly desired to craft an organization such as a business organization or inter-professional body.
The purpose, expected objectives, and even the nature of the organization shall be preliminary
discussed and agreed before to jump to statutes writing and further internal rules development.
An extensive process of bilateral and multi-lateral consultations is essential to create trust and

ownership of members, which is a key for the future success of the organization.

Trust will also be built on the quick development of activities and services of the organization
to its members. A combination of operational and financial support to develop services
(bringing quick results) and assistance on the on governance rules is highly recommended,
and has to be formalized, for instance via a Moll. The support [notably financial) can be
phased in several tranches which can be triggered [or held) depending on achievements,
monitored through key indicators. The process can be stopped at any time, so there are
continuous incentives to reach objectives and pursue the implementation of the institutional

process... and a possibility for an exit door if the process is not implemented as expected.

[More recommendations are available in SCCRP policy note #4 “Methodologic
recommendations to support Inter-Professional Organizations™]
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4.1.2. CAMBODIAN RICE FEDERATION: INCLUSION OF FARMERS IN CRF
AND CONSOLIDATION OF THEIR REPRESENTATION

After decision taken by the Ministry of Commerce to impose a merging of the three organizations in the rice
sector, the Supreme National Economic Council, as coordinating entity of SCCRP project, has advocated for
smallholder farmers to be allowed to be part of the newly established Cambodian Rice Federation. In the initial
stage (ie. for the first General Assembly and election of CRF Board, in May 2014), the Ministry of Commerce,
which was leading the process of preparation of first General Assembly of CRF, has only “tolerated” a narrow
smallholder farmers participation, limited by a (disputable) quota of “not more than one Agricultural Cooperative
per province” to take part in the General Assembly and to vote. Nevertheless, farmers have managed to get one
representative {out of 15 members) in the first elected Board of the Cambodian Rice Federation, which can be
considered as an under-representation of the segment of the rice sector that gather, by far, the more stakeholders.

In October 2014, SCCRP project has organized a visit of some exporters and CRF leaders to Infervéréales (the
French inter-professional organization for the sector of cereals), taking the opportunity of the presence of this
delegation in Paris for SIAL (See page 14). Intervéréales director presented the system of governance of inter-
professional bodies in use in France and in the European Union, based on electoral colleges representing the
different segments of the value chain, which could be used as an inspiring reference for CRF.

In February 2015, CRF General Assembly has approved a modification of its statutes, with a provision made to
reserve three seats in the Board for representative of Farmer Organizations, designated by their pear (via FO
Federations). This was seen as a move in the good direction, even if it is not sufficient alone to ensure a balanced
representation of the different categories of stakeholders in the rice sector. The change became effective from the
election of the Board for the second mandate, in 2016. Six Federations (or Networks or Unions) of Farmer
Organizations elaborated collectively the rules to designate their representatives, and implemented the agreed
procedures to select three delegates to CRF Board.

Besides of the Board, CRF organization also includes various thematic « Executive Committees ». Since 2016,
smallholder farmers are more represented in CRIPs « Seed and Production Executive Committee », with
five FO Federations represented in this body which is co-chaired by a farmer representative. But modalities of
composition and functioning of these Executive Committees are not well defined in CRF governance system and
this particular Seed and Production Executive Committee has been inactive for months in 2016-2017 despite

farmer leaders were requesting CRF to convene a meeting of this “ExCo”.

Findings, Lessons learnt and “Take-away™ recommendations 11:5ome limits
about representativeness and governance of CRF

At present, and despite the Cambodian Rice Federations is officially recognized as the
organization entitled to speak on behalf of all the economic stakeholders in Cambodian rice

sector, its representativeness can be disputedin regard of the two following limits:

I. There is no mechanism (such as a system of electoral colleges for instance, one “college™
corresponding to a category of stakeholders in the value chain) to balance the asymmetry of
representation between the different categories of stakeholders.

2. There is no clear procedure for CRF to internally define and approve its “policy positions™
before to communicate them outside.

Also, roles, prerogatives and modalities of the composition of the Executive Committees are

not clearly formalized in CRF statutes, leaving a “grey zone™ in CRF governance.
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4.2. SUPPORT TO NATIONAL FEDERATIONS OF FARMER
ORGANIZATIONS

4.2.1. A DOUBLE PURPOSE: SERVICES AND REPRESENTATION

Beyond the objectives of increase production of paddy and volumes of milled rice exported, RGC’s 2010 policy
for rice sector aims at the improvement of farmers revenues. This policy explicitly encourages the « participation
of farmers and their organizations to protect their interest by creating an enabling environment for increased
production and supply of high-quality rice, including raising farmers’ bargaining power on price negotiation », To
achieve this main goal, supporting the involvement and the participation of farmer /Farmer Organization
representatives within a rice sector wide consultation and policy dialog is essental. Hence, the SCCRP project has
provided support to national Federations of Farmer Organizations, with a double purpose:

* Consolidate the capacities of these Federations to represent and defend smallholder farmers’ interest
within representative/business organization in the rice sector (notably within CRF) and with the
government, as part of a constructive public-private dialog on relevant policies and regulations;

e Develop and implement services to support their members (FOs) in particular in their actvities related to
the rice sector.

Three national Federations or networks of FOs were directly supported by the project:

® The Federation of farmer associations promoting family Agriculture Enterprises in Cambodia (FAEC);
® The Federation of Cambodian Farmer Organizations for Development (FCFD);
¢ The Farmer and Water Net (FWN).

More sporadically, Farmer and Nature Network (FNN) and Cambodian Farmers” Association Federation of
Agricultural Producers (CFAP) have been associated to some of the activities, notably regarding the
representation of farmers in Cambodian Rice Federation.

4.2,2. STRENGTHENING FO FEDERATIONS ABILITY TO REPRESENT
SMALLHOLDER FARMERS

FO Federations (such as FAEC, FCFD, FWN or FNN) include in the scope F
and purposes of their organizations an objective of representation of
farmers/FOs and defense of their interest. They can play an important role in
the policy dialog with government institutions in order to constructively
contribute to the reflection on policy measures or regulatons favorable to
farmers as well as to achieve the national objectives. It is of primary

importance that farmers can express by themselves their concerns, the [
constraint they face and present their point of view which could otherwise be {
overlooked by decision makers. Strengthening farmer leaders capacities to _ l‘ 2 i
analyze stakes and situations and take part in policy dialog is seen as essential A 4 t‘q
by the Supreme MNational Economic Council which took the opportunity of ﬁm:m%ﬁﬁﬁ;
this project to encourage and support such development. CRF Boand of Directors,

In practice, the support of SCCRP consisted in capacity building workshop on advocacy for FO leaders as well as

support to implement consultation process with their members in preparaton of participation in national
consultation workshops. FO Federations mobilized their members to provide comments on regulation under
preparation that directly concern them, as for instance the regulations on Unions of Cooperatives on which FAEC
and FCFD have provided comments to MAFF in 2014,

2 Source: Policy paper on the promotion of Paddy Production and Rice Export, approved by the Couneil of Ministers, Phnom Penh,
25 July 2010,

39



EXPERIENCES AND ACHIEVEMENTS OF THE « SUPPORT TO THE COMMERCIALIZATION OF CAMBODIAN RICE » PROJECT

Within the rice sector organization, as already extensively developed in § 4.1.2. page 38, the project managed to
ensure a minimum representation of Farmer Organizations (notably via their Federations) in the Cambodian Rice
Federation, and to progressively improve this representation even if it still remains insufficient in regard of the
importance of producers in the sector.

Findings, Lessons learnt and “Take-away” recommendations 12: Limits and
required measure for improved farmer representation in policy dialog

Relevance and appropriation of policy measures and regulations for the agricultural sector is
likely to be improved if farmer representatives can be consulted in the process. But true and
constructive consultation requires times, resources, analytical knowledge and know-how. In
other words: it requires resources and come at a cost. Though representation and advocacy-
are not functions in which smallholder farmers see an immediate benefit, hence not the
easiest functions for FO Federation to finance through service fees or membership fees.
Participation of farmer [/ FO representative in policy dialog is valuable and deserves to be
supported (including financially) by public institution, yet leaving a certain independence
and neutrality in the implementation process.

To achieve this:

= Structural support to representative FO Federations shall be considered in a long term vision.
+= Whenever a consultation (on policy measures or regulation for instance) is required, the
conditions shall be set for a real consultation process to be engaged: in practice: draft
documents shall be provided weeks in advance so FO Federations actually have the time to
review and analyze stakes, and to organize consultation with their basis [at local/ provincial
level) and consolidate inputs gathered through such extensive consultation process.

= Sypport of a neutral analyst and facilitator can be helpful, but requires full independence
of the facilitator, and acceptance by the FO Federation(s) engaged.

= FO Federations have also efforts to make on their side, notably in term of coordination

and harmonization of thedata and information.

[More recommendations are available in SCCRP policy note #1 “Support smallholder farmer

representation in policy dialog™]

4.2.3. DEVELOPMENT OF FO FEDERATIONS SERVICES TO THEIR MEMBERS

Beyond their representation and advocacy role, FO Federations have been
supported to develop and implement new services to their members, such as
support to input supply and to the commercialization of agricultural
products. This is indeed essential for the benefit that these services can bring
to FOs. But it is also important institutionally as it consolidates the interest
and trust of members in these Federations, and builds their technical

legitimacy.

A FO represeniatives from different Federations vt a Golden Rice factory in Jansary 2015 as part of a
mieeling fo dircens possibie paddy reppdying partnersbip with this miller and exporter,

The three most significant new services developed by FAEC, FCFD and to
some extent FWIN with the project support are the following ones:
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= Input supply: FAEC and FCFD collectively negotiated at national level with ferdlizer supplying
companies. This led to the signature of a Memorandum of Understanding with one of them allowing all
their members (FOs) to benefit from discounts and better delivery conditions (and in some cases delay
for payment, until harvest) plus advices on fertilizer use and implementation of demonstration plots [See

Focus 13 next page|.

* Paddy commercialization: FO Federations at national level are not necessarily the best level to get
involved in actual commercialization of agricultural products (for logistic reasons). But they can support
their members to engage in this, through capacity building as well as facilitaton to link with potential
buyers. Three FO Federations have engaged (often jointly) in such services to their members. This has

notably included efforts to link FOs with rice millers, via different tools:
o Directory of main FOs able to supply paddy, issued in 2015 jointly by FAEC, FCFD and CRF.

o Business matching workshop: gathering FOs to meet potential buyers.

©  Support their members to use the Paddy Trading Platform?.
o Take part in facilitation for Contract Farming development.

* Linking with RDB to access credit: as developed in the section 3.2.in the
previous Chapter, FAEC and FCFD have also played an active role in linking
their members (Agriculural Cooperatives only, so far) with the Rural
Development Bank (after RDB has approved its new credit policy for Farmer
Organizations) and in supporting the cooperatives to prepare credit applications.

Cover pags of direcory of FOs able fo sy paddy ¥

Focus 13: FAEC partnership with fertilizer supply company

With support from the SCCRP project, the Federation of farmer associations promoting family Agriculture Enterprises in
Cambodia (FAEC) has developed a partnership with a fertilizer supply company to provide better conditions for its members

to buy fertilizers.

As part of this deal, Agricultural Cooperatives can get supplied
at a cheaper price and get the fertilizers delivered to their place.
If they are judged reliable enough, they can also get delay for
payment of the fertilizers.

The role of the Federation is to select reliable members (if a
delay for payment is included in the operation), help them to
prepare their business plan and operational arrangement to
implement the fertilizer supply activity, to negotiate the prices
with the supplier and to pass purchase order, and if necessary,
help to solve problems between the suppliers and the ACs.
Thanks to this partnership, the company can reach more clients
and as a counterpart is paying a commission to both Federation
and ACs. Farmers also have some benefits as they get fertilizer

ininiBese

BRIBAT]RS AR

Negotiate
FAEC Purchase order
- commisslonFee
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2
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Input

at a lower ptice, get delivered and can pay fertilizer after harvest. In 2016, 156.6 tons of fertilizers were supplied to FAEC
members through this partnership, which has benefited to Agricultural Cooperatives and their members, and allowed the
Federation to generate an income of 1,571 USD, contributing to cover its operational and structural costs.
This was still a very modest “pilot” stage, but it paves the way for further scaling up.
[More details are provided in SCCRP Case Study No 8 “Service provision on input supply by FAEC to its members”)

2 See § 2.1.3. page 20
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4.2.4. NEW OPPORTUNITIES FOR THE CONSOLIDATION OF FO
FEDERATION SERVICES

FO Federations are still relatively small in term of number of FOs and farmers gathered, and also are constrained
by the geographic dispersal of their members. It is thereof quite challenging to reach economy of scale and to
balance their structural and operational costs. FAEC, FCFD and FWN have collaborated and have jointly
implemented some activities, which has contributed to improve their cost-efficiency. But these partnerships have
remained informal until mid-2017. In July 2017, FAEC, FCFD, FWN, FNN and CFAP have agreed to formalize
an apex organization named « National Farmer Organization Federaton Forum», or « NF3». The founding
General Assembly of NF3 took place on 27 November 2017. NF3 will gather more than 200 FOs for a total of
approximately 70,000 smallholder farmer households in 17 provinces®. A number of functions and services
developed by the Federations could be mutualized and relocated at NF3 level, allowing economy of scale. For
instance: collective management and support to FOs for the use of Paddy Trading Platform, support to FOs to
liaise with RDB or other financial institutions, joint negotiation with input suppliers, etc. The five FO Federations
have exchanged information on the work they undertook together in CRF and during events organized on the rice
sector; they have agreed to develop further common work plans to improve supplies of agricultural inputs, access
to better markets (including the management of the PTP), and to support AC to access credit. They are as well
planning to further develop agricultural extension functions, as well as services of capacity building to strengthen
FO management.

Focus 14: Potential coverage of « NF3 »
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{Based on temporary data provided by the five FO Federations)

2 According to temporary data provided by the five Federations.
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Findings, Lessons learnt and “Take-away” recommendations 13: Some
challenges and still a long journey ahead toward strong National FO
Federation(s)

Building strong and economically viable Federations of Farmer Organizations at national level
is extremely challenging. Because their scale remains relatively small (moreover with a dispersal
of their members), the Federations which have received support from the project are still far
from reaching a financial autonomy. Also, by nature, services such as advocacy are difficult
to be financed as they are not seen as generating immediate benefits for members. Limited
and discontinuous financial supports provided by projects are also a difficulty to bulild solid
and sustainable organization. Mow the creation of “NF3” could open new perspectives. But
the government and development partners shall be more ambitious than SCCRP has been on
this matter. An ambitious vision of a more professional FO Federation (at national level]) shall
be built with FO leaders, with a longer term (ten to fifteen years) commitment of government

and development partners.

4.3. CAMBODIAN RICE SECTOR ECONOMIC OBSERVATORY

The rice policy defines a number of objectives and measures, which implementation can be monitored. But it was
assessed that decision makers at policy level are lacking more analytical dashboard regarding the economic health of
the sectorn, and prL'dicﬂm't measures of the |‘.-U1L'nrjﬂ| im].":ﬂct of government intervention or external shocks, In order
to address this relative “blindness™, the SCCRP project has mobilized Mr Frédéric Lancon, a senior economist from
CIRAD (France) to develop methodology and tools for the « Cambodian Rice Sector Feonomic Observatory »
(CRSEO) and to build capacities of local economists and analysts to operate and maintain the Observatory. The
purpose of the « Cambodian Rice Sector Economic Observatory » 1s to serve as a dashboard, providing an overall
pictun_- and economic ﬂn;ﬂysis of the Cambodian rice sector. 1t is built as a ttmdi:ﬁng of the cconomy of the rice
sector, based on t_-_rr.-ic;ﬂ budgL'L ol all Operators of the value chain [i'mm farmers to EXPOrers — or retailers for domestic
market), with a distinction for different sub-value chains based on the type of rce produced, the market destination,

and on different profiles of operators.
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Focus 15: An example of output produced by the Cambodian Rice Sector Economic Observatory

The figure below is an example of the analysis that can be produced by the modelling system of the Observatory, Tt
represents the added value created per ton of milled rice for the different sub-value-chains and the distribution of this added

value among the different operators (based on data for 2016).

Value Added per ton of output, per agents and per sub-value-chains (million KHR /ton)
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(MNote: 13 different systems are considered, corresponding to a combination of parameters regarding the type of ree produced, the season,
if the farmers rent or own material — such as hand tractors — and the size of mills. The name of the 13 systems ean be understood with the
following keys: WS = wet season; DS= dry season; EWS = carly wet season; F = fragrant; PF = Photosensitive Fragrant (“Jasmine™ types,
such as “Phés Ramduo!™); NF = non-fragrant; 1T = 1 ton/hour milling capacity; 10T = 10 ton,/hour milling capacity; Um= urban market;
Ex=cxport; OM = farmers own their material; RM= farmers rent their material).

{For more details, see CRSEO Bulletin No 1),

Two types of parameters are considered in the system:

*  Structural parameters, which are used as the technical parameter to calibrate the models of each economic
stakeholder budget (for instance the milling yields and mill energy consumption, the quantity of fertilizers
used in average for the different type of cropping systems, etc.). These parameters are considered as
relatively stable. They have been established based on stakeholder surveys and were validated through
panel discussions with representatives of each group of actors. They have to be updated periodically,
tentatively every 2-3 years to “re-calibrate” the models, based on new rounds of surveys.

* More volatile variables, which require more frequent updates, such as paddy / rice prices, unit costs for
energy [ fuel, etc. Various sources of information can be used and plugged-in in the CRSEO models, for
instance from MAFF data on surfaces and yields, price monitoring data, etc.

The system outputs overall analysis of the sector economy and its performance, distribution of added wvalue
among the value-chain actors. More importantly, sensitivity analysis can be performed on selected variables in
order to assess the impact of potental changes (for example changes on price of input, or energy or interests on
credit...) on added value and profitability for the sector as a whole and for each group of stakeholders. This can
thereof serve as a useful tool to feed policy dialog and notably help public decision makers / policy makers to
elaborate scenarios and estimate potential impact of economic measures / interventions.

The « Cambodian Rice Sector Economic Observatory » is foreseen to issue a bi-annual Bulletin in which main
outputs of the updated analysis (with up-dated parameters for the last season) can be presented. But besides this
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static analysis of the situation, the CRSEO could be mobilized to produce simulation and analysis of scenarios in a

more dynamic way as mentioned above.

In 2017, the Observatory has remained at a pilot stage and under SNEC (in consultation with the rice policy
working group: SNEC, MAFF, MoC and CRF). It is foreseen to be further institutionalized and will be hosted
under MAFF from 2018 or 2019,

4.4, REVIEW OF IMPLEMENTATION OF CAMBODIAN RICE PoLICY
AND SUPPORT TO A NEW PHASE OF RICE EXPORT POLICY

SNEC has been entitled by the Royal Government of Cambodia to take the lead in the review of the Policy for
paddy production and rice export 2010-2015 and formulation of a new phase of national policy for Cambodian

rice sector. SCCRP project has been mobilized to contribute to this process.

4.4.1. REVIEW OF POLICY IMPLEMENTATION 2010-2015

As part of the SCCRP project, SNEC has commissioned consultants to implement a comprehensive review of the
implementation and achievements of the Policy for paddy production and rice export 2010-2015. Consultants
went through a comprehensive process of desk review, bilateral and multilateral consultation with stakeholders to
review the status of implementation of all the 73 policy measures that were planned in the rice policy 2010-2015.
A first stakeholder workshop to discuss the outcomes took place in July 2016. [Cf. Review of the rice policy
(2010-2015) final report — Sept. 2016]

4. 4.2. SUPPORT FORMULATION OF NEW RICE EXPORT POLICY

Based on the results of the review and analysis preliminary orientations, consultants have also proposed
orientations for the new phase of the rice policy[Cf. Elements for the formulation of the new rice policy —
Oct. 2016|, which were submitted to a second stakeholder workshop in February 2017, In the meantime, a small
working group to coordinate new policy formulation was formally established, gathering SNEC (chair), MAFF,
MoC and CRFESNEC took the lead to restructure and reformulate the new policy orentation, and managed
consultation work within the small policy working group. The process is still on-going and foreseen to be finalized
in early 2018, In the current draft version, the vision for the Cambodian rice sector enhances an objective of
resilience and profitability as well as quality-based compettiveness on international market, aiming at generating
one billion USD for the Cambodian economy by 2030. The main objectives are to increase the share of high
quality paddy in the total paddy surplus produced, to increase the competitiveness of the Cambodian rice and
milling industry and to increase the exports of milled rice from 0.54 million tons in 2016 to 2.2 million tons
in 2030.
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REFERENCES AND KEY FEATURES
REGARDING CAMBODIAN RICE SECTOR
AND FARMER ORGANIZATIONS
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KEY FEATURES ABOUT CAMBODIAN RICE SECTOR

PRODUCTION

Rice is grown on more than three million hectares of land in Cambodia. The annual production is estimated by
MAFF to reach 8 to 9 million tons of paddy.

Cambodia paddy production in 2016 and spatial distribution
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avarlalbility bas been reduced fn raral Cambodia over the past decade,
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DOMESTIC AND EXPORTS MARKETS

In the “Economic analysis of Cambodian Rice Value Chains”, F. Lancon has proposed a graphic representation of

the rice sector structure as shown below. The size of each squares is proportionate with the volume of each
market outlet and categories of rice. It is worth noting that rural demand for photoperiodic white rice and early
wet season rice are by far the two major outlets for the sector, representing almost two thirds of the total demand
(respectively 42% and 22%). In terms of volume, dry season non-photoperiodic follows with 16% of the total
supply. This category represents half of the volume exported. Fragrant varieties for both photoperiodic (Jasmin)

and non-photoperiodic categories have only a marginal share of the total rice marker (9% and 8% respectively).
Fragrant varieties represent, however, half of the official exports justifying the attention received from rice

expotters
of milled

(figures are in tons
Wet Sea Phot, N':r:g lasmin T: EWS rice, or milled-rice
equivalent).
948 000
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400,000
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as unprocessed paddy to the neighboring 100,000
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countries, mainly to Vietnam.
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BACKGROUND ON FARMER ORGANIZATIONS IN CAMBODIA

In this document we refer to “Farmer Organizations” as a generic and broad term that encompasses a large
variety of organizations gathering farmers, which include different types and legal status of organizations as
follows:

Agricultural Cooperatives (AC): Agricultural Cooperatives are legal entities registered by the Ministry of
Agriculture, Forestry and Fisheries, with the Department of Agricultural Cooperative Promotion (DACP) being
the main body in charge within MAFF. Cooperatives are supposed to be business oriented organization and are
established on the basis of share of capital brought by their farmer members. Agricultural Cooperatives started to
be registered in Cambodia since 2001, based on the Royal Decree that has been issued at that time. The legal
framework has then evolved, notably with the Promulgation of the Law on Agricultural Cooperatives, in 2013. As
of May 2017, there were 880 Agricultural Cooperatives registered in Cambodia, gathering 89,474 farmers.

Agricultural Cooperative Unions (ACU): are legal entities that can be created by aggregation of ywo or more
Agricultural Cooperatives. The principle of ACU has been established in the Law of Agricultural Cooperatives
of 2013, then completed by additional legal text (Prakas) issued in February 2016. As ACs, ACUs are based on
shared capital and are registered by MAFF. PMUAC (supported by SCCRP project) was the first Union of
Agticultural Cooperatives registered in Cambodia. As of January 2018, there are only 6 ACU registered in
Cambodia.

Farmer Water User Communities (FWUC): FWUCs are legal entities which role is specifically focused on the
Operation and Maintenance of irrigation schemes. FWUCs are registered at the Ministry of Water Resource and
Meteorology (MOWRAM). There are currently around 450 Farmer Water User Communities registered in
Cambodia.

Farmer Associations: As any type of other associations, farmer associations are registered with the Ministry of
Interior.

Informal community-based organizations (CBOs), are informal organizations (not formally recognized as
legal entities) which can gather farmers and implement activities related to production or saving and credit groups.

FO Federations are gathering farmer organization, often at a national level. They are legally considered as
associations and are registered with the Ministry of Interior. Their role may mix a role of representation and
advocacy and roles of services to their members (economic services, support and capacity building, etc.). SCCRP
project has mainly worked with five FO Federations at national level, as follows:

* FAEC: Federation of Farmer Associations Promoting Family Agriculture Enterprise in Cambodia:
created in 2008, federates in 2017 a total of 55 FOs in nine provinces, representing about 3,900 farmers,

* FCFD: Federaton of Cambodian Farmers Organization for Development: established on December
2010, affiliates in 2013 70 FO in five provinces, of which 24 agricultural cooperatives and 37 rice banks. It
represents about 5,700 small-scale farmers.

= FWN: Farmers Water Net: This federation gathers 26 « Farmer Water User Communities »), representing
about 35,000 farmers distributed in 11 provinces.

* CFAP: Cambodian Farmer’ Association Federation of Agricultural Producers: CEAP has been initiated
with supports from IFAD. It gathers 21 FOs, for a total of more than 14,000 farmers a majority of which
are located in Svay Rieng province.

*  FNN: Farmer and Nature-Net: This network has been initiated by CEDAC, a Cambodian NGO, and
regroups grass root level Farmer Groups, most of them being unformal, but also a number of ACs.
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