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Retail packed Kamphaengsaen beef sirloin selling
at a KU Beef kiosk

Stay firmly in the market through
supplying collectively

A group of Kamphaengsaen breed cattle, (Photo courtesy of KU Beef Cooperative,
Nakhon Pathom, Thailand)

During the summer months, AFMA accompanied government
delegates from Cambodia and Lao PDR to visit organized groups of farmers
to learn about their linkages with high-value markets in Thailand.

The programme included visits to the Baan Hauy Pra vegetable
growers’ group and the KU Beef Producer cooperative.
Delegates also visited the Cooperative Promotion
Department and relevant officers at FAO’s Regional Office
for Asia and the Pacific.

The five delegates from Cambodia, headed by Dr. Sar
Chetra, Deputy Secretary General, Ministry of Agriculture,
Forestry and Fisheries, and the five from Lao PDR, headed
by Dr. Chanhsamone Phongoudome, Deputy Director of the
National Agriculture and Forestry Research Institute, visited
both Vietnam and Thailand between 22 and 29 April to
expand their knowledge of developing and implementing
a national agricultural development policy for sustainable
poverty reduction.

(Read more on page 3)
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From the Editor’s Desk
Hello from Bangkok!

This issue is packed with information related
to marketing policy and consumer preferences for
rice. We include articles contributed by Andrew
Shepherd, on Warehouse Receipt Financing, and
Matty Demont on Rice Preferences of African
Consumers.

This is the last Newsletter that I shall work on
with AFMA as I shall be leaving at the end of May. It has been a great
eight and a half years working with AFMA and I am very proud of our
achievements over that time. I am grateful to my AFMA assistants and to
former and present colleagues from FAO for professional and social
support. I am grateful to AFMA Executive Committee members and all
the people with whom AFMA has been in touch. All AFMA members have
provided continued commitment and support.

You will receive a report on AFMA’s many activities in the second
half of this year. Our activities have been slow in the past two years, but
they are now taking off once again. I am looking forward to following
AFMA’s work in the future.

Best wishes,
Juejan

AFMA Newsletter

The AFMA Newsletter is published quarterly and distributed to
members, FAO Representatives, embassies, universities and marketing
agencies throughout Asia and the Pacific. Its purpose is to provide
information on AFMA events, as well as information and ideas on
international and regional agricultural food policy, trading and
marketing. To submit news items or to advertise with us, please visit
www.afmaasia.org.
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There is often confusion between wholesale selling prices and
wholesale buying prices.

Source: Marketing Extension Guide (2): Understanding and using marketing
information © FAO 2000
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News and Events

Following on from page 1, the first visit was to Baan
Hauy Pra vegetable growers’ group in Nakhon Pathom province.
The group was set up 24 years ago by 6 women farmers who
wanted to produce more income for their family. They now
grow, collect and sell safe vegetables as a group. They
originally grew Chinese kale and Pak Choi under a net tunnel
to prevent insects and reduce the use of pesticides. The
group’s big breakthrough was when they met with an export
company at the provincial trade fair. They agreed to provide
a consistent supply to the company while the company built
a cold chain packing house on land belonging to the group’s
leader. Later on, the list of vegetables was changed to cover
water morning glory, asparagus and sweet basil because these
perform well in a hot climate. The farmers have divided their
land into plots and they rotate between the plots to cut
disease risks.

Their contracted prices and grades
depend on the requirements of each
company. Forty percent of the income of
the group is deducted to cover utility
bills and packing house labourers, who
are members of their families. They
are competitive because they use their
own labourers for both packing and
harvesting.

The second visit was in the same
province. KU Beef Cooperative was set up
to produce good quality and safe beef
from Kasetsart University’s new breed,
Kamphaengsaen, named after the
campus. Activities of this Coop cover
almost all of the value chain, from
downstream (rearing of the cattle),
through slaughtering and preparation of
prime cut beef for retail and wholesale sale. A traceability
system is fully implemented under the brand ‘KU Beef’. All
members have to apply rules when fattening. KU Beef also
implements animal welfare slaughter practices by keeping
cattle for 8-12 hours to rest overnight, weighing them and
then using an air gun at the forehead. Therefore, an animal is
killed without tension and stress.

All animals have to be slaughtered at the cooperative’s
slaughter house, located on the campus. Approximately 150
head are slaughtered every month. The carcass will be cured
to make the beef tender and cutting is done under cold
temperature.

The KU Cooperative members are from all over
Thailand. To become a member, the farmer has to have
necessary land and at least 5 cows for breeding. The Coop
provides cash support of US$220 per head for fattening. The
buying price is calculated from the weight of the carcass after
curing, plus a premium (marbling score and age of the cow).

Stay firmly in the market through supplying collectively
Report by Juejan Tangtermthong

Markets are restaurant chains, KU Beef ’s own kiosks and
processing plants.

The third place visited, on the second day of the
programme, was the Cooperative Promotion Department
(CPD). According to CPD, the business volume of cooperatives
accounted for 16% of GDP in 2013, while members’ families
accounted for 17.61% of the total population of Thailand in
2015.

CPD provides cooperative training once it receives
a proposal from a group. It also assists with registration,
facilitation with the banks if the member has the capacity to
borrow, accounting and auditing.

In Thailand, there are seven types of cooperatives.
Agricultural cooperative are one of them. CPD experts
also shared their view that the success of a cooperative

comes from 1) full participation of members 2) loyalty
and commitment and 3) each individual knowing his or her
duty.

The programme also included a brief visit to the FAO
regional office for Asia and the Pacific. Delegates told Mr. Vili
Fuavao, Deputy Regional Representative for Asia and the
Pacific, about what they learnt from the trip. The group was
inspired by the successful links between small famers and the
private sector and the achievements of organized groups
supplying collectively.

On the first day, one of the questions asked to the
head of a farmer group was about whether the group received
any government support when being set up. “The famer
group has to be strong first; the government comes with
support later”, he answered with dignity.

This study tour was in support of FAO’s project “Pro-poor
policy approaches to address risk and vulnerability at the country
level”, which is funded by IFAD.

Mr. Somphong Praiseemoung, one of the leaders of Baan Hauy Pra vegetable growers’ group,
answered questions put by delegates
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Feature Articles

Africa is increasingly dependent on rice imports and
many of its countries are major importers of Asian rice. Rice
demand in Sub-Saharan Africa increased by 4.6% per year
during 2000–2014, whereas the population growth was 2.6%
over the same period (Oryza-April 30, 2013). This suggests that
African consumers are shifting their consumption from
traditional staples to rice.

For many coastal countries in Africa imported Asian rice
has become increasingly popular among urban consumers.
Rice produced in Africa tends to be differentiated from
imported rice by both its intrinsic poor quality (as a result of
lower purity, its colour and the lack of uniformity) and inferior
extrinsic quality cues (poor packaging and branding, bad
reputation). A further reason to consume Asian rice is status,
since consumption of foreign goods has been associated with
high status.

Rice Preferences of African Consumers1

By Matty Demont and Maïmouna Ndour
Edited by Juejan Tangtermthong

Figure 1 Urban markets where the experiments were conducted

In the absence of strong consumer attachment to
domestic rice, the best short and medium-term option is to
upgrade the quality of domestic rice. A research programme
to study consumers’ preferences for rice quality attributes
was conducted during 2008–2012 to back up the hypothesis
that improving food security in Africa requires strengthening
quality-based competitiveness of domestic rice against
imported rice in urban markets.

Experiments were conducted in 11 urban African
markets to assess consumers’ response to domestic rice with
upgraded intrinsic (visual and sensory taste) and extrinsic
quality attributes (labelling and information) that were not yet
available in the market. Throughout Africa, a total of 1610
female shoppers took part in fourteen experiments.

For the experiments, urban markets were selected
across three categories of countries, mapped in Figure 1. The

1 This article is extracted from Demont, M., Ndour, M., Upgrading rice value chains: Experimental evidence from 11 African markets. Global Food
Security (2014) available at ScienceDirect.
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categories, described below, reflect the segmented policy
strategy that will be required to develop the rice sectors in
different African countries.

Group 1: Coastal countries in West-Central Africa with
dominant preferences for imported rice, including the top rice
importers of Africa such as Nigeria, Côte d’Ivoire, Senegal,
Benin, Ghana, Cameroon and Togo.

Group 2: Coastal countries with strong preferences for
local rice (“comparative advantage in demand”): Guinea,
Kenya, Madagascar, Mozambique, Sierra Leone, The Gambia
and Tanzania.

Group 3: Landlocked countries: Burkina, Faso, Central
African Republic, Democratic Republic of the Congo, Ethiopia,
Mali, Rwanda, Uganda and Zambia.

Rice types were purposely chosen for the experiments
to bring out upgraded quality attributes relative to the
“standard,” i.e. the type of rice commonly available on the
market. Intrinsic quality attributes upgraded included colour,
cleanliness, purity, shape and grain size, uniformity, aroma,
taste, and proportion of head rice. Extrinsic quality attributes
included packaging, labelling, branding, and information.

Results from the experiments provided evidence for the
conditions under which African consumers are willing to
replace imported rice with local rice. It was found that
consumers are willing to consume local rice under the
condition that intrinsic and extrinsic quality is upgraded to the
level of imported Asian rice. Promotion, information and word-
of-mouth can further strengthen the quality-based
competitiveness of domestic rice. Word-of-mouth is an
effective tool for maintaining and amplifying competitiveness,

in particular in countries with a “comparative advantage in
demand” for rice. In a consumer experiment in Burkina Faso,
for example, simply exposing urban consumers to local rice
from the Bagre region of the country was enough to cause
half of them to shift from imported to local rice.

Although post-harvest quality is often the number one
constraint to the competitiveness of African rice, there is
increased attention towards quality upgrading stemming from
varietal improvement. For example, local fragrant rice from the
Senegal River valley has recently been introduced to urban
markets in Dakar, the capital of Senegal, where consumers are
used to the characteristics of imported fragrant rice (e.g. Thai
Hom Mali). Experiments with consumers in Dakar revealed
that the payoff was huge, leading to value addition of
36–44%.

On average, varietal quality upgrading boosts the value
of domestic rice by one third, while upgrading of processing
infrastructure adds a quarter, as reflected by consumers’
willingness to pay for the end products, relative to the non-
upgraded “standard.” It was concluded that improving quality
throughout the value chain should precede boosting
productivity which, in the absence of quality improvement,
could result in lower prices for local rice in Sub-Saharan Africa.
Group 1 countries’ most urgent priority is to ensure that local
rice becomes undifferentiated from imported rice by bringing
quality and market presentation up to the level of imported
brands, such that farmers can tap into urban markets and
benefit from the unprecedented growth rates in African rice
consumption.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

Warehouse Receipt Financing
By Andrew Shepherd

Warehouse Receipt Financing (WRF), also known
as Warehousing and Inventory Credit ( WIC), has been
implemented in Asia for many years. Indeed, two of AFMA’s
founder members were heavily involved in this area, with
Quedancor in the Philippines providing guarantees to
commercial bank lending to mills using stored paddy as
collateral, and India’s Central Warehousing Corporation
providing both storage and the warehouse receipts necessary
for farmers and traders to obtain loans.

There is now a renewed interest in the topic, particularly
in those countries, such as Cambodia and Myanmar, that until
recently suffered heavy state involvement in agricultural
marketing. Therefore we feel that it would be useful for the
Newsletter to review what is involved with implementing
a successful WRF programme.

WRF involves the storage of products (paddy, for
example) in good-quality and reliable stores that are able to
offer warehouse receipts, against which banks are prepared to
make loans. Farmers are often desperate to sell immediately
after harvest. WRF can enable them to get loans by using
their crops as collateral and they can then take advantage of
higher prices later in the season. Traders may also do this,

which, in turn, helps to smooth out significant seasonal price
fluctuations.

WRF can also overcome problems of lack of operating
capital in a marketing chain. When farmers are desperate to
sell, traders and millers often lack sufficient capital. They can
use WRF loans to buy more stock, thereby benefitting both
their businesses and the farmers they buy from. Also, when
farmers store their produce under this system, businesses
don’t need to obtain so much finance to make purchases
immediately after harvest. WRF is not limited to grains. In
Bangladesh, for example, it is used for both seed potatoes and
potatoes for consumption.

At the same time, WRF allows post-harvest handling to
be improved, as warehouses used for WRF must impose strict
quality standards. With improved treatment of grain at the
time of receipt into the warehouse, together with improved
long-term storage, comes the possibility that those in the
marketing system will be willing to make purchases solely on
the basis of the receipt issued by the warehouse, without
wanting to inspect the stock. This can facilitate development
of what has come to be known as Structured Trading, for
example through commodity exchanges. In India, a WRF
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programme implemented by the National Bank for Agriculture
and Rural Development (NABARD) for over 40 products is
linked with the National Commodity & Derivatives Exchange
Ltd. (NCDEX).

There are three basic storage arrangements through
which WRF can be implemented. A public warehouse gets its
name because it is open to use by the public, not because it
is owned by the public sector. However, some public
warehouses are indeed owned by the public sector, such as
the Central Warehousing Corporation and state warehousing
corporations in India. A public warehouse is open to all who
wish to make deposits, although some minimum quantities
may apply. The warehouse takes on a wide range of activities,
beyond simple storage. It will need to issue a legally accepted
warehouse receipt certifying the quantity and quality of the
deposited produce. If, on deposit, the produce is found to be
below required standards the warehouse will have to carry out
cleaning and drying to bring it up to the minimum standard.
It must ensure that the grain is kept securely, free from
infestation and damage by water, and protected from theft.
The warehouse and its contents will have to be insured.

Field warehouse arrangements involve a bank in
controlling stocks under lock and key at the premises of the
borrower. This may often be done by a company that
manages collateral on behalf of banks. A major
advantage of this arrangement, compared with public
warehousing, is that the collateralized stock stays within
the marketing chain. The borrower does not have to
incur transport costs to take the stock to a public
warehouse and, subsequently, collect it and return it to
his or her premises. In the Philippines, stocks in millers’
warehouses being guaranteed by Quedancor give banks
the confidence to lend money under such arrangements.
Sometimes farmers’ collateralized stocks are stored in
processors’ warehouses on the understanding that they
will eventually sell those stocks to the processor.

Private warehouse arrangements involve the
product used for collateral being stored at the premises
of the borrower. It is not usually kept separate from other
stocks and not under lock and key, other than the borrower’s
normal security arrangements. This is fairly rare and is
normally used only when a bank and its customer have had a
long-term relationship and the bank has a high level of
confidence in the borrower. An example is Thai rice exporters
who sometimes use this system to obtain short-term
operating capital.

Receipts required by banks can be either transferable
(negotiable) or non-transferable. The advantages of
transferable receipts include the fact that the borrower does
not have to pay off the loan before selling the stock but can
simply sell the receipt. In turn, the buyer could keep the
receipt and subsequently sell it on to someone else.

Using a transferable or negotiable receipt involves the
farmer or trader depositing products in a public warehouse,
and obtaining a negotiable receipt, which they then present
to the bank to obtain a loan, leaving the receipt at the bank.
When the time comes to sell the stock, the borrower advises
the buyer that the bank holds the receipt. The buyer then

goes to the bank, pays the entire price agreed with the
borrower, obtains the receipt and collects the grain from the
warehouse. Meanwhile, the bank pays the warehouse all
necessary storage charges and then returns to the farmer
what is left, after deduction of those storage charges, the
outstanding loan and interest and any administrative charges
of the bank.

Behind this fairly simple system, however, are the many
separate activities needed to make it work and to minimise
risks for all concerned. As shown in the Figure, insurance
companies are needed to insure the warehouses. Ideally, such
companies should be experienced in agricultural matters.
Although the supervision role is sometimes played by
governments, an independent, private regulatory agency is
desirable in order to certify the warehouses and control their
standards. Ideally, also, there should be a registry of receipts to
protect against fraud and for buyers to check whether there
are any liens on a receipt. Even such controls may be
insufficient for banks. They may require guarantees, such as
those offered by Quedancor or, failing that, they may want the
warehouses to join together to establish an Indemnity Fund to
cover banks in the event of non-insurable losses, such as
bankruptcy of the warehouse company or corruption.

Underlying all of this is the enabling environment
provided by governments. The topic is too complex to go into
here but the legal environment must be such as to permit the
use of warehouse receipts, to facilitate establishment of
a regulatory agency and to provide legal backing for a whole
range of other necessary activities. This cannot be guaranteed.
In India, for example, there are inconsistencies between
national and state legislation which raise doubts about whether
negotiable warehouse receipts can be used in some states.

The author, our honorary editor, is co-author, with
Jonathan Coulter, of “Inventory Credit: An approach to developing
agricultural markets”. FAO Agricultural Services Bulletin No. 120.
Copies can be requested through FAO Representatives or the book
can be downloaded at: http://www.fao.org/docrep/v7470e/
v7470e00.htm

Source: Hollinger, F., Rutten, L. & K. Kiriakov, 2009. The use of warehouse
receipt finance in agriculture in transition countries. World Grain Forum,
St Petersburg. 2009. http://www.fao.org/3/a-i3339e.pdf
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Upcoming Activities

Members’ News
CWC Achieves Record Turnover

The Central Warehousing Corporation (CWC), India
achieved another record turnover during 2013-2014. It was
Rs.15,281,900,000 (US$ 238,931,000) which represents
an 8.64% growth from 2012-2013. During the 52nd Annual
General Meeting of CWC, which was held on 20th September
2014, Shri B.B. Pattanaik, Managing Director, stated that
this increased turnover had been due to an addition of
203,000 tonnes of constructed storage capacity in 14 states,
to operation of Cargo Terminals at Integrated Check Posts
(ICPs), and to other factors. This growth had also taken place
because of India’s focus on safe storage of food grains.

During 2014-2015, CWC planned to construct additional
storage capacity of about 200,000 tonnes across the country,
with a capital expenditure of about US$ 18,761,000.

Source: Central Warehousing Corporation (CWC)

The Central Warehousing Corporation (CWC) is
a government subsidiary agency in India, established
in 1957. CWC offers services in the area of clearing &
forwarding, handling & transportation, procurement &
distribution, disinfestation, fumigation and other
operational support to agricultural logistics.

35th Executive Committee Meeting
15 September 2015, Bangkok, Thailand

Bangkok – The 35th Session of the Executive Committee
Meeting (EXCOM) will be held on the afternoon on Tuesday
15 September, at the Royal Princess Larn Luang, Bangkok,
Thailand. The meeting will consider what we have achieved
over the last year and will be a good opportunity to meet with
the new Executive Director.

A field trip is also being organized on the 16th for
members to see successful farmer groups and agricultural
business in Thailand. Between the 17th and 19th, members can
attend the international trade show for agricultural and food
agribusiness, SIMA ASEAN 2015, at the Impact Exhibition
and Convention Center in Nonthaburi province. For more
information, please visit www.afmaasia.org/EXCOM2015

Publications Review (continued from page 8)
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Organic agriculture
continues to increase year by
year. In 2013, 170 countries
were doing organic farming
activities, compared to 86
countries in the year 2000. The
size of the organic market in
2013 was more than three
times greater than in 1999. The
number of organic producers
has also grown gradually from
1.8 million producers in 2011
to 2 million producers in 2013,
of which 650,000 are in India.

The USA has the largest
organic market, accounting for sales of €24.3 billion, followed
by Germany (€7.6 billion) and France (€4.4 billion). The total
value of the worldwide organic market was €54 billion. There

IFOAM – Organics International Annual Report 2014
Published by IFOAM

are 78 million hectares of organic land, being led by Australia,
Argentina and the USA. Meanwhile the highest per capita
consumption is in Switzerland with €210, followed by Denmark
(€163) and Luxemburg (€157).

This report also features the 2014 version of the IFOAM
Norms, which include fully revised IFOAM Accreditation
Requirements and an IFOAM Standard 2.0. For Participatory
Guarantee Systems (PGS), there has been some progress, for
example, an improved online PGS platform, some PGS
development projects, and a very successful event on PGS at
the Organic World Congress. Policy recommendations are
synthesized into an organic regulation template for countries
with an emerging organic sector, and are also used for
advocacy in several other countries.

For more information please visit the IFOAM – Organics
International Annual Report 2014 at http://www.ifoam.bio/en/
news/2015/04/29/ifoam-organics-international-2014-annual-
report-available-now
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Publications Review

The EU’s Generalised
Scheme of Preferences
(hereinafter, GSP) is a
system of unilateral trade
concessions that reduces
or eliminates tariffs on
a range of exports from
developing countries and
least-developed countries.
The GSP is used to
increase export revenue in
developing countries in
order to reduce poverty
and promote sustainable
development and good
governance.

Pakistan is a beneficiary of the special incentive
arrangement for sustainable development and good
governance, known as ‘GSP+’. This arrangement provides for
deeper tariff preferences and entered to force on 1 January
2014 for Pakistan, to make a total 13 countries that benefit
from scheme at present.

Under the general arrangement (i.e. GSP), duty
reductions apply to around 66% of the tariff lines of the

GSP+ and Pakistan’s EU Export Opportunities: A Business Guide
Published by the Trade Related Technical Assistance (TRTA-II) programme in association with the International Trade Centre (ITC)

EU’s Combined Nomenclature (hereinafter, CN), as listed in
Annex V to the GSP Regulation.

There is no ‘expiry’ of the GSP+ status. However, the GSP
Regulation provides for the possibility of removal or
temporary withdrawal of countries from the GSP+ beneficiary
status. The status is not automatic, but requires that a GSP
beneficiary submits an application to that effect. It is granted
following an evaluation by the Commission of compliance
with the relevant conditions and requirements.

This Business Guide gives guidelines on how to apply
the GSP+, including necessary forms in the Annex. It provides
information relevant to specific sectors of interest to Pakistan.
These are apparel and ready-made garments, shoes, fresh and
processed fruits and nuts, ethanol and dairy products. In the
section dedicated to fresh and processed fruits and nuts,
information on CN code classification, specific rule of origin,
sanitary and phytosanitary requirements, labelling, and rules
regarding ‘Plant Protection’ in the EU are well explained. For
the full book in pdf, please visit:
http://www.intracen.org/uploadedFiles/intracenorg/Content/
Publications/GSP_and_Pakistan_export_opportunities%20
lowres%281%29.pdf

(continue on page 7)


