Australian M DF bt ment
Aid \Q.. mmp













iv

List of Annexes

Annex A Partner profiles: MDF’s Horticulture Partners in Pakistan and Fiji .......c.ccooovieiiiiiiiiinennn

Annex B Summary of MDF Pakistan’s Offers and Expected Outcomes with Profile Horticulture Partners...............

Annex C Summary of MDF Fiji’s Offers and Expected Outcomes with Profile Horticulture Partners

|  Why Building the Plane While Flying it is the Only Approach That Works






Vi

Welcome readers, to Part 2 of The Messiness Series, a
four-part series derived from MDF experience (2011 -
2017) — on why and how embracing messiness is the key
to managing market system development programmes for
success. Part 1 of this series examined the link between
messiness and the industry/market context and found that
in the horticulture industry in both thin (Fiji) and thicker
(Pakistan) markets pro-poor growth potential is mainly
found in the early, relatively less structured phase of an
industry’s life cycle, when risk-taking companies are ready
to innovate to capture new market share, but have to do
so in an environment in which regulations and support
services are absent or nascent.

Preface

Part 2 in this series examines two further causes of
messiness both related to how businesses—the prospective
partners of a market system development facilitator — need
to operate in this nascent and emerging market context.
Like part 1, this part uses diagnostic tools to examine the
inherent challenges faced by 22 MDF horticulture partners
in Pakistan and Fiji in responding to opportunities they
saw for growth which could be realized only by adopting
a business model inclusive of poor people as suppliers,
workers or customers. Part 2 concludes by taking a deep
dive into 6 MDF partners to see how their innovative
business models have worked out in practice.

So, gear up for more messiness in our search for the
sweet spot to make our programme design, implementing
methodologies and results measurement work in context.
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The Market Development Facility (MDF) is one of the
leading market systems development (MSD) programmes
funded by the Australian Department of Foreign Affairs
and Trade (DFAT). MDF stimulates investment, business
innovation and regulatory reform to create jobs for, and
increase the income of, poor women and men in rural and
urban areas in the Indo-Pacific region. MDF commenced
operations in Fijiin 2011, expanded to Timor-Leste in 2012,
to Pakistan in 2013, and to Papua New Guinea (PNG) and
Sri Lanka in 2015. MDF commenced a second five-year
phase in July 2017.

To achieve its aims, MDF negotiates partnerships
with strategically positioned private and public sector
organisationsinits countries of operations. Each partnership
builds on the partner’s ownership and leverages their
resources to create a tailor-made package of activities that
enables them to innovate, invest and/or undertake reforms
in such a manner that small farms and firms benefit from
better access to production inputs, services and end
markets. This makes them more productive.

@

About MDF

Each partnership is underpinned by an innovative yet
rigorous commercially-sustainable business model that
contributes to broad-based, inclusive pro-poor growth.
This drives systemic change in the market: innovations
propel a new way or working that ultimately transform
business practice within the market system.

Each MDF country has its own Country Team on the ground
to engage the private sector. A Core Leadership Team (CLT),
led by the Chief Executive Officer (CEO), works across all
MDF partner countries to ensure uniformity and integration
of approach and systems across countries, while at the
same time providing sufficient operational flexibility for
the Country Team on the ground. MDF can be scaled-up
to support further market development activities within a
country and activities in additional countries as needed.

This case study draws a comparison between the implementation experience
in two MDF countries, Fiji and Pakistan.

Fiji represents a thin market context. The Fiji experience also applies to

PNG and Timor-Leste.

Pakistan represents a mix of thin and thicker, more mature markets.
The Pakistan experience comes closest to the dynamics observed in
Sri Lanka. Importantly, all countries have thin markets in at least a part
of their economy, and thus lessons learned in one thin market in one
country are relevant for all other countries.
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In Part One of this Series, the authors used an Industry Life
Cycle tool to demonstrate that in both thicker and thinner
markets, it makes most sense to work in sectors early in
their Industry Life Cycles.

In this second part of the Messiness Series, the authors
use a Partner Context Analysis to explore how the thick
versus thin market dichotomy comes into play in the
following ways:

"7 The opportunity environment in a thicker market, like Pakistan, will attract more market players who seek first-
mover advantages. The partner context will, therefore, be richer and more diverse than is found in a thin market,

like Fiji

7 The pace of innovation and adoption will likely be quicker in thick markets as it will be driven by competitive
pressures among first-movers and then their emulators. In thin markets, the pace will be slower as individual
firms must find ways to share the risks and costs of innovations with other firms in their value chain. Inter-firm
cooperation requires trust and relationship building and this takes time

"7 In both thick and thin markets, the process of change will be bumpy. In thick markets, when one innovating firm
drops out, another firm is likely to takes its place. This is not the case in thin markets where, unless innovators and
their trading partners get the incentives right the first time, the process will likely stop.

The partner context is assessed and analysed via the
application of the Ansoff Market Matrix, a diagnostic tool
that frames four possible growth strategies a business could
take consistent with its vision of more inclusive growth of
the markets they serve. This informs the overall riskiness
of the business strategy, what a partner needs to do, the
facilitation support thatis needed, the level of risk and effort

m Introducing MDF’s Horticulture Partners

In developing this case study, the authors drew on 22 of
MDF’s active! horticulture partners in Pakistan (9 partners)
and Fiji (13 partners). For a full overview of the partners
assessed, please refer to Annex A, which outlines the
partner name, type of firm, type of horticulture products,
geographic location and their position in the market
system.

Figures 1 and 2 overlay the location MDF horticulture
partners operations on their respective country maps. The

o

needed by a partner to innovate or progress, timeframes,
chances of success — all impacted and overlayed by the
wider market context. The partner context is then further
analysed with the help of the Will/Skill matrix. It is used
here to show the relative degree of will (incentives) and
skill (capacity) of a partner to advance its inclusive business
growth model in partnership with MDF.

maps show that MDF is working in more remote geographic
locations in both countries.

The application of the Ansoff Market Matrix and the
Will/Skill Matrix highlight how MDF partners work within
different market contexts to advance their plans for
business growth. In turn, this sheds further light on what
causes messiness and how crucial an understanding of that
dynamic is to building pro-poor growth.

Readers are urged to take a quick detour now to familiarise
themselves with the 22 MDF partners — 9 in Pakistan and 13 in

Fiji — profiled in this case study.

 Active in this instance refers to both active partnerships and partnerships for which activities were completed but monitoring was ongoing.
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Systemic Change Pathway 2

When exporters/processors invest in value chain innovations
such as better sourcing arrangements with suppliers, better
forecasts of demand and farm supply, adopting and complying
with standards of quality and licensing requirements, and
these practices become the norm of business practice, then
poor households who collect and/or cultivate horticulture
products can share in the benefits of higher value markets in
proportion to their level of effort.

Essentially, in both countries, MDF’s strategy is to enable poor farming
households to shift from saturated and/or price-driven value chains into
higher value quality driven value chains by linking them to the improved
sources of inputs and knowledge. These inputs and knowledge are
required to adopt the farming and business practices needed to allow
them to become valued trading partners with processors and their
customers. Essentially, in both countries, MDF’s strategy is to enable poor
farming households to shift from saturated and/or price-driven value
chains into higher value quality driven value chains by linking them to the
improved sources of inputs and knowledge. These inputs and knowledge
are required to adopt the farming and business practices needed to
allow them to become valued trading partners with processors and
their customers.

Qe
| |
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MARKET DEVELOPMENT QUADRANT

This quadrant signifies a firm’s pursuit of new market segments for existing products. This strategy leverages a firm’s
knowledge of the benefits/uses of its product(s) against competing products or substitutes, but in a new market context.

Fiji's partner activities as they relate to the quadrant are summarised below:

Labasa Farm Fresh® and Fijika Natural Products: Business expansion for these two Vanua Levu-based
processors/exporters is most assured if they focus on exports. Given logistical challenges and costs, it
is more cost-effective for these firms to serve a more distant, higher value, but more tightly regulated
export market, than it is to penetrate the domestic Vitu Levu market. They receive lower prices for
their products within Fiji, and the costs of logistics (infrequent connections, delays) are on par if not
more expensive than shipping their products to Australia and New Zealand. Both firms must invest in
attaining certifications for market entry and market intelligence to sell more of their products into the
diaspora and mainstream markets. With a brother in Australia, Labasa Farm Fresh had a connection
on the ground gathering market information whereas Fijika Natural Products is a relatively new market
entrant in the export market when it decided to shift from supplying bulk buyers in Fiji to selling its own
branded products.

KK Hardware, A. Hussain and Global Cargo Traders: These firms are tasked with building demand
for agricultural lime and delivering it to farmers directly or through their farmer representative
organisations (Fiji Sugar Corporation). KK Hardware and A. Hussain are hardware stores that see this
as an opportunity to expand their footprint in agriculture and with farming households. Global Cargo
Traders is a licensed agriculture inputs dealer tasked with finding agricultural lime customers among its
current customer base.

Farmboy: A small-scale aggregator, Farmboy saw an opportunity to source locally grown fruits and
vegetables for sale to tourist hotels in Denarau, the hub of Fiji’s tourist industry. Tourist hotels represent

%FBRMBGY frequent, high volume demand for fresh fruits and vegetables, most of which are grown in Fiji but are
frequently imported.” Farmboy faced the challenge of ensuring timely delivery of fruits and vegetables
at sufficient scale and freshness to enter and stay in this market.

...............................................................................................................................................................

PRODUCT DEVELOPMENT QUADRANT

This quadrant signifies the ongoing process of adding new features to existing products or finding new products to meet
changing needs of existing customers. Like market development, this strategy is riskier than capturing more market
share as it involves investments in research, product testing and changes in agronomic practices as part of the process of
promoting new products to existing customers.

Fiji's partner activities as they relate to the quadrant are summarised below:

Devesh and Bharos Farms: This firm’s growth depends primarily on its ability to promote and educate

D BF its customers on the benefits of planting higher-cost seedlings over lower-cost seeds. Devesh and
Bharos farms must convince commercial growers who are not accustomed to using seedlings, that the
higher-cost option is the more cost-effective option for vegetable production.

5 Labasa Farm Fresh is profiled later in this sector to learn how the partnership has evolved over time.
7 Almost 70% of all food items including fruits and vegetables are imported.
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MDF can, and does, select partners in any of the four
quadrants, provided the partner is positioned to leverage
desired system change and is willing to enter a partnership
with MDF to advance inclusive growth. The matrix is

<

change beyond their comfort zone

for their awareness on the need for change.

<>
Zr
L

a useful tool to assess a prospective partner’s relative
strengths and weaknesses to frame an appropriate offer
of support. The four quadrants translate into the following
partner descriptions:

High Will/Low Skill quadrant: Partners need to acquire more capacity to act on their acknowledged incentives

Low Will/High Skill quadrant: Partners are experts in their sector but need ways to mitigate risks associated with

Low Will/Low Skill quadrant: Players who need to be carefully worked around- or, if it cannot be avoided- assessed

High Will/High Skill quadrant: Partners with the capacity to influencing other stakeholders to unblock systemic

obstacles to inclusive sector growth by undertaking strategic investments relevant for the sector at large.

The Will/Skill Matrix is applied to unpack each partner’s
relative degree of will and skill to pursue its business
objectives with meaningful, scalable and sustained pro-
poor outcomes. Will in the matrix equates with incentives.
Why does a firm want to change? Are they incentivised by
a growth opportunity, a competitive threat, or the need
to comply with new rules, or something else? Whatever
might motivate a partner to change, MDF will consider
them as possible partners provided there is a shared
incentive to advance pro-poor outcomes. Skill in the matrix
equates with capacity. What capacity gaps require filling
to take advantage of the incentive? Is a new business

model needed, or is it more and/or different personnel,
an improved management system, better linkages, or
something else?

The matrix also can be used to monitor a partner’s
change in incentives and/or capacity over the course of a
partnership. As depicted by the blue arrows on Figure 13, it
is MDF’s intent through its offer of support to move as many
partners as possible into the high will/high skill quadrant. It
is from here that the partner can best influence the wider
system in terms of inclusive growth.

B The Will/Skill Profiles of MDF Pakistan’s Horticulture Partners

The reader is directed to Annex B for succinct descriptions
of MDF’s offer of support to each of the nine MDF Pakistan
horticulture partners profiled in this case study, and the
expected outcomes from each.

Annex B does not include quantifiable data on vyields,
volume, sales, or outreach to poor people disaggregated

by gender. However, MDF has been very conscientious
in documenting what it does and so this information is
available from MDF for those interested readers.

A summary of the Pakistan horticulture partners and the
will/skill assessment results is provided in Table 1.
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In Pakistan, MDF has not worked with a key market player
in the low skill/low will quadrant. This is partly because
the Pakistan country and market context is dynamic with
many firms competing for market share, which encourages
differentiation and innovation. It also mirrors the relatively
early phase of the horticulture sector’s growth, where there
are few influential gatekeepers that can stifle innovation
and progress.

Most of MDF Pakistan’s horticulture partners are
concentrated in the upper left quadrant of the matrix with
varying degrees of high will and low skill. The placement of
partners in the high will category is a result of a careful, and
sometimes protracted, process of due diligence to ensure,

as much as is possible, the strategic intent of the partner
to either expand into or initiate a trading relationship with
poor households. Many prospective private sector partners
seek ‘patient capital’ for business growth, and paying only
lip service to an inclusive growth strategy. Few firms can
demonstrate their intent in terms of inclusive growth with
solid plans and readiness to co-invest with MDF, hence
MDF did not enter into partnerships with these firms.

Three of the Pakistan partners are profiled below to further
illustrate the utility of the matrix in framing appropriate
offers of support. The report will revisit these three
partners in later in this case study where an analysis of how
these partnerships have evolved over time is provided.

National Foods: If measured by its own industry standards, this nation-wide company would be placed
in the high will/high skill quadrant as it has a track record of re-investing in its brand of quality and its
diverse range of spices and food products. MDF partnered with National Foods to bring to market,
through seed variety research, trials and pilot production in Sindh (known for chilli production), a
low aflatoxin content chilli powder. This chilli powder aligned with National Foods’ brand of quality
and safety. National Foods partnered with large landowners to assess how the landowner and/or
sharecropper system could achieve production goals. It chose this arrangement over other possible
options because of its outreach to poor farming households. At the start of this partnership, National
Foods displayed a high will to bring a low aflatoxin content chilli powder to the market, provided it was
commercially viable. MDF considered National Foods to have moderate skill as it needed to strengthen
its knowledge and ability to manage and support the proposed out-grower scheme.

Magnus Kahl Seeds: This Australian-based supplier of ‘bespoke’ onion and shallot seeds had recently
established a presence in Pakistan to add another producing/sourcing location to its global supply
chain. At the start of this partnership, Magnus Kahl Seeds demonstrated very high will to expand
its nascent program in the Khyber Pakhtunkhwa region, a priority region for MDF, and strengthen its
credibility with government and other industry players. While Magnus Kahl Seeds possessed world-
class knowledge of the bulb to onion seed production methods, it had demonstrated low skill in
managing an out-grower scheme such as the one proposed, which focused only, at least initially, on
male farmers with farm land close to good roads.

Baloch Hamza Brothers: This small-scale Balochistan-based date processor was experiencing a high
degree of post-harvest loss at a time of business growth, when MDF began discussions with its owners.
Baloch Hamza Brothers displayed very high will to dramatically improve its sourcing efficiency from
small scale date farmers in order to remove a major barrier to its growth. However, as it began sourcing
more and better quality dates from a larger number of small-scale date farmers, it was evident the firm
was growing faster than its low skill could manage.
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Figure 8 plots each of the MDF Fiji horticulture partnerson  left quadrant of the matrix, displaying varying degrees of
the will/skill matrix. As per the Pakistan partners, MDF Fiji's  high will and low skill.
horticulture partners were also concentrated in the upper

Figure 8 MDF Fiji's Partners depicted in the Will/Skill Matrix
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The high will/low skill amongst processors/exporters (Labasa Farm Fresh, South Pacific Elixirs, Farmboy, Bula Foods and
Magere Exports) can be attributed to the following factors:

"7 Each firm must recover varying amounts of capital® invested into facility upgrades, equipment purchases and staff

training to attain HACCP and other certifications needed to be granted an exporters' licence. The Fiji Ministry of
Health and importing countries require these standards to be met.

Each firm must overcome supply constraints to satisfy growing demand, primarily generated by the diaspora
markets in other Pacific Island Countries, Australia and New Zealand, and the slowly emerging demand from
importers who supply mainstream markets in Australia and New Zealand. New sourcing strategies are challenged
by the need to change farmer mindset to consider the collection and/or cultivation of root crops and vegetables as
viable cash crops, rather than as a store of value.

Collectively, processors cum exporters demonstrated low skill in promoting and managing the more sophisticated
business models required to tap into export markets, an many of the Fijian firms — unlike in Pakistan — start from
a low base of business acumen and experience. Ben’s Trading, Fiji’s largest exporter of root crops, is perhaps the
one exception to the above. This firm employs a classic trader business model by knowing price movements and
capturing sufficient margins through volume sales. Ben’s Trading is positioned at the centre of the matrix as it
demonstrates moderate will and moderate skill. Ben’s Trading must encourage its existing farm suppliers to adopt
more intensive root crop production methods (instead of going higher up the mountain as lower land soils are
depleted) to consistently meet larger orders, while at the same time adopt more modern business practices to
build and sustain market share in standards-driven export markets. MDF’s offer in this partnership was aimed at
strengthening Ben’s Trading’s incentives and capacity to make these changes. However, it is difficult to know in
advance how a firm will calculate the benefits/risks of a new approach versus a continued reliance on an existing
business model.

12 Capital is sourced from the personal savings of the business owners, some outside investors, a few with bank loans and some with donor funds.
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MDEF Fiji’s input supply partners, Devesh and Bharos Farms
and BioTec displayed high will to be first movers in the
growing Fijian market for high quality planting material.
Devesh and Bharos Farms was Fiji’s first private sector
commercial vegetable seedling nursery. BioTec was the
South Pacific’s first private sector tissue culture operation.
Both firms displayed low skill in business management and
needed to put in place appropriate management and/or
accounting systems better suited to the needs of a growing
business?®.

Standard Concrete Industries is a big player in the building
materials market but a new entrant into the agriculture
market with its agriculture lime product. The company
had moderate will to add agriculture lime to its product
mix, mainly because of the unknown risks/costs associated
with launching a new product in the agriculture market.
At the time of the partnership design, Standard Concrete
Industries displayed moderate skill to put in place a cost-
effective distribution of this bulky product** to farmers
nationwide.

Standard Concrete Industries’ three distribution partners,
KK Hardware and A. Hussain (both hardware companies)
and Global Cargo Traders (a specialised agriculture input
supplier), are also profiled here. While these firms entered
MDF’s agricultural limeinitiative a few years after the start of
the original partnership with Standard Concrete Industries
(this adjustment is discussed later when the report shifts
to how the Standard Concrete Industries partnership
evolved over time), the will and skill assessment of these
partners adds to the overall findings. All three had varying
degrees of will and skill. KK Hardware and A. Hussain both
displayed high will, exhibited by their readiness to embrace
the risks and costs associated with adding agricultural lime
to their product mix. KK Hardware displaying moderate
skill, although trending towards high, because of its strong
track record of customer-oriented business practices. A.

Hussain was a newcomer to the agri-input market and
therefore initially demonstrated low skill. Global Cargo
Traders displayed both moderate will and skill, partly borne
of a more cautious approach to its business growth®® and
its knowledge and familiarity, as an agri-input supplier, in
finding appropriate service bundles for its customers.

The Biodiversity Authority of Fiji (BAF), positioned in the
low will/low skill quadrant, is a Fijian government agency
which wields substantial authority in approving import
licenses for seeds and agro-chemicals. At the time of
writing, partnering with BAF had not proven a viable option
due to its low will to find a balance between bio-diversity
and agriculture growth. MDF and its partners have applied
‘work around’ strategies to urge BAF to grant new import
licenses. The challenges associated with working with BAF
highlight that in thin markets such as Fiji, one agency can
be a major barrier to inclusive growth.

MDF’s attempts to discuss partnerships with Fiji’s largest
seed importer (Hop Tiy Limited) and chemical importer
(Agchem Limited) to upgrade their offers to a larger number
of small farmers were unsuccessful for reasons similar to
those of the larger players in Pakistan. These firms had no
incentive to innovate/change when the current market
worked to their advantage. They were also not interested
in engaging with donor support that required additional
effort and demands when they were accustomed to donor
support without the strings. As such, these firms were
positioned in the low will/high skill quadrant.

Three of MDF Fiji’s horticulture partners are profiled below
to further illustrate the utility of the matrix in framing
appropriate offers of support. The report will revisit these
three partners in this case study where an analysis of how
these partnerships have evolved over time is provided
below.

3 Devesh and Bharos Farms at its current sales volume is tax exempt. Whatever systems it puts in place now must enable DBF to comply with tax rules

when sales volume grow to taxable minimums.

4 Bags weigh 40kg.

5 Global Cargo Traders’ owner recently returned to Fiji after a few years hiatus abroad to return the company to profit after a few years of money losing

deals.
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Q Experience

A year into implementation, Chitral was hit by damaging
floods resulting in interrupted production for Magnus Kahl
Seeds and delays in supplying customers. To counteract
this, the company decided to expand its supply base by
engaging female contract growers in more remote but
still accessible areas of the region. The female contract
growers would grow onion bulbs and seeds using kitchen
gardens near their homes, a major strategic change for
Magnus Kahl Seeds that was encouraged by MDF.

MDF responded by adjusting its initial offer to support
the hiring and training of the female field agents and on-

farm training for female contractors. Magnus Kahl Seeds
invested a lot of time and resources to recruit educated
females. This change proved to be a fundamental shift in
Magnus Kahl Seeds’ overall business model for its Pakistan
operations.

MDF ceased its direct support to Magnus Kahl Seeds
in April 2017, but both parties continue to monitor the
partnership’s progress against anticipated outcomes and
impact against. Figure 10 outlines the progresss of this
partnership, as further explained below:

Figure 10 Partnership Progress Timeline, Magnus Kahl Seeds

Magnus Kahl Seeds: Bumps in the Road
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seeds in Pakistan

7 Sourcing strategies (orange line): Company executives shifted attitudes on the role of women in commercial
agriculture to such a degree that the growth of their bulb to seed production model now relies much more on

female growers.

>

Centralised drying facility (blue line): The drying bins Magnus Kahl Seeds purchased with MDF support are multi-

purpose and can be used for drying umbel (onion seeds) and storing bulbs prior to their use for planting for seed
production. Centralised drying of seeds continues to be the best technical solution for ensuring high quality seeds

prior to packaging for sale.

Improved seed testing facility (green line): Originally, the testing facility was to be used as a basis for paying

an incentive to growers with the highest germination rates. The seed germination chamber was still being used
and had helped Magnus Kahl Seeds to streamline their testing process and make it more standardised. Magnus
Kahl Seeds found there was no need to link payment to seed germination tests as the seed produced by female

multipliers was already of optimal quality.
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"7 Pro-poor impact (purple line): With Magnus Kahl Seeds’ change in sourcing strategies, from contracting
predominantly male commercial farmers to predominantly females with home-based garden plots, the pro-
poor impact of this partnership exceeded expectations. Females were thought to be barred from commercial
agriculture by local custom and norms, yet they have demonstrated a superior ability as best practice onion bulb/
seed producers. Magnus Kahl Seeds calculates that female seed multipliers make up in efficiency and quality what
they lack in volumes due to the small size of their garden plots. Magnus Kahl Seeds now targets most its HVY onion
seeds at the sizeable Pakistan onion market — estimated at 1.8 million tonnes of onions per year — with a locally
available hybrid variety suitable for all growing conditions in the country.

@ Sustainability and Scale

Both Magnus Kahl Seeds and MDF have taken action to
advance opportunities for scale and sustainability. Magnus
Kahl Seeds, with MDF support, has created a feasible
model for onion bulb to seed production in Chitral. The
firm can improve this model by lowering costs (better
management of embedded services) and improving
margins while maintaining acceptable returns to growers.
Magnus Kahl Seeds is exploring expanding its bulb to onion
seed business to Balochistan via a DFAT-funded agriculture
development programme. MDF has linked Magnus Kahl
Seeds to Telenor to explore the benefits/costs of weather

@

Chitral experienced severe flooding in 2016, impacting
Magnus Kahl Seeds’ ability to source seeds. The firm
urgently needed to diversify its source of HYV onion
seeds, and began sourcing from female growers with
small kitchen gardens further afield. These female growers
became the primary source of onion seeds. Magnus Kahl
Seeds could seriously consider this option as MDF had
introduced viable work-around strategies to societal
barriers faced by women. These strategies were based
on a poverty and gender study MDF had conducted. MDF
could assist Magnus Kahl Seeds to implement its new
sourcing strategy at a faster pace by cost sharing some
of the higher transaction costs associated with sourcing
seeds from more outgrowers located further away. The
change in outsourcing model triggered a need for a more
centralised drying facility to reduce the risk of post-harvest
loss. This was necessary as targeted production was spread
across many female growers in small garden plots versus
a few commercial male farmers with larger plots. MDF

alerts and information on best agronomic practices for
their contracted growers. With a proven business case on
the role of women as front-line growers for a commercial
buyer, MDF is exploring partnerships with agri-based
training organisations to formulate commercially viable
training programs for private sector extension and training
by qualified females. Lastly, MDF had recently entered a
partnership with ABG Seed Company in Lahore to apply
lessons from its partnership with Magnus Kahl Seeds for
potato seed production in Chitral.

How did MDF apply flexibility (contained by core MSD principles), team and time resources within
this partnership? ............................................

adjusted its offer to Magnus Kahl Seeds to accommodate
this unanticipated expense. The drying facility enabled
Magnus Kahl Seeds to put in place a testing mechanism
to pay outgrowers based on the germination rates of the
onion seeds delivered. It is interesting to note that Magnus
Kahl Seeds decided to abandon this payment system as
managers quickly learned that female growers consistently
delivered high quality onion seeds.

When working with markets, messiness is the only
real constant. By being flexible and responsive in the
implementation process — a core MSD principle — MDF
assisted Magnus Kahl Seeds to expand its contract farmers
to include women farmers as front-line contract growers,
and, by doing so, challenged deeply-rooted social barriers
to women’s involvement in markets. A less flexible, less
responsive facilitator would likely have missed these critical
opportunities to trigger breakthrough change.
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Three Bumpy (and Sometimes Very Bumpy)

Roads in Fiji

—

SOUTH PACIFIC ELIXIRS

D Background

It took approximately seven years of research, product
development and planning before this processor of a fruit-
flavoured kava-infused ‘relaxer” drink for global markets
launched operations in Ovalau. Ovalau is the home island
of South Pacific Elixirs” owner and an area well known for
its kava. The challenges this start-up faced were matched
only by the owner’s ambitious vision to create more
value from kava, a root crop common in Fiji and other
South Pacific islands. The active ingredient that creates a

Q Experience

MDF and South Pacific Elixirs entered into a partnership
after five months of assessment by both parties. South
Pacific Elixirs was looking for support to scale up from pilot
to full-scale commercial production. It needed to expand its
seedling nursery and out-grower system. MDF recognised
the complexity of this business but also saw South Pacific
Elixirs as a strategic partner. As a commercial agriculture
processor — rare in this outer island — South Pacific Elixirs

<>
L

system;

L

relaxation effect is found only in "noble" strains of kava,
grown in much smaller quantities than the kava typically
used for commercial kava powders. The product requires
fresh kava, which must be harvested two years after
planting whereas the much more commonly traded ‘dried’
kava is harvested after five years. Only kava-based products
derived from "noble" strains are allowed into Western
countries as European research has linked kava products
made from "ignoble" strains to liver ailments.

could link Ovalau farmers to more advantageous export
markets. The search for value-added opportunities from
kava was also a national priority to boost declining exports
for this commodity and South Pacific Elixirs business
strategy aligned with this. MDF’s initial offer to South
Pacific Elixirs consisted of the following support:

Seedlings: Start nursery operations to supply farmers with the right varieties of kava from "noble" strains.;

Sourcing: Contract more growers of fresh kava with better agronomic information and cash payment-upon-delivery

Processing: Build a HAACP-certified processing facility in line with known and forecasted demand.
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LABASA FARM FRESH

f) Background

When MDF began discussions with Labasa Farm Fresh in
2012, the firm — a recent entrant into export horticulture
after many years farming sugarcane — was in the process
of attaining HACCP certification required by the Fiji
Ministry of Health and Australian authorities. Labasa
Farm Fresh had purchased equipment and started to
train its factory workers as part of the HACCP certification
process. Negotiations with banks to finance the Labasa
Farm Fresh expansion plan had stalled, primarily due to its
weak business plan. The business plan did not adequately
demonstrate the opportunities that the owners (and MDF)
had identified.

MDF and Labasa Farm Fresh entered into a partnership
agreement (referred to as LFF #1) after a period of six
months of due diligence by both parties. It took time for

the family members to understand MDF’s offer and the Fiji-
based brothers always deferred to the Australian-based
brother, which further challenged communications and
understandings.

MDF’s interest in this partnership was twofold. Firstly,
at the time, Labasa Farm Fresh was the only processor/
exporter on Vanua Levu with a track record. Secondly,
its product mix — roots, tree-crops, medicinal plants —
favoured sourcing from subsistence farm households. MDF
set aside FJD 50,000 for Labasa Farm Fresh to engage a
business-planning consultant, hire a business manager and
install a computer-based accounting system. The release of
funds was contingent upon Labasa Farm Fresh relocating
to a new site and building a new factory.
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Annexes

Annex A. Partner profiles: MDF’s horticulture partners in Pakistan and Fiji

Labasa Farm Fresh

Fijika Natural
Products

South Pacific Elixirs

Magere Exports

Devesh and Bharos
Farms

Standard Concrete
Industries

KK Hardware

A. Hussain

MDF Fiji’s Horticulture Partner Profiles

e Small scale
® |sland-wide

Collected processed
(basic) jackfruit,
coconuts, bailey
leaves

Labasa, Vanua Levu

Processor/Exporter
for Diaspora Markets

* Small Scale
* Local

Soaps, juices, oils
from coconut and
noni fruit

Labasa, Vanua Levu

Processor/exporter,
mainstream
Australian and New
Zealand markets

e Small scale
e |sland-wide

Fruit-flavored kava-
infused beverages

Lau, Ovalau

Processor/exporter,
global markets

* Small scale
* Local

Cultivated processed
(basic) horticulture
and root crops

Raki-Raki, Vitu Levu

Processor/Exporter
for diaspora market in
New Zealand

* Small scale
* Local

Seedlings for
vegetables and forest
products

Nadi, Vitu Levu

Input supplier of
seedlings

Extracted/processed | Raki-Raki and Nadi, Manufacturer of

e Large scale . . » ) )

’ lime as soil Viti Levu Labasa, agriculture lime,

* National o .
conditioner Vanua Levu domestic market
Inclusion of

« Medium scale agricultural lime in Distributor of
bundle of household/ | Nadi, Vitu Levu agricultural lime, local

* Local

agriculture products
and equipment

market

e Medium scale
e Local

Inclusion of
agricultural lime in
bundle of household/
agriculture products
and equipment

Labasa, Vanua Levu

Distributor of
agricultural lime, local
market
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