The Eco-friendly Wet Mill Promotion Project (EWMPP): Project & Budget Summary
Coffee Sector in Kenya
Background Information

The coffee sector in Kenya in dominated by smallholder farmers who utilize a third of the total area under coffee. It is compulsory for smallholder farmers to be a member of a cooperative society, in order to process and sell coffee. The average yield among smallholder farmers is usually low due to challenges such as high input prices and lack of adequate collateral to access credit from mainstream commercial banks.

Introduction to Coffee Development Fund
The vision of CoDF is to ensure sustainable supply of high quality coffee through the provision of affordable credit and innovative loan products for farm inputs, farming operations and machinery to coffee farmers. Majority of the beneficiaries of CoDF loans are smallholder farmers who are perceived as ‘unbankable’ or ‘uncreditworthy’ by commercial lending institutions due to lack of adequate collateral.
Lending Approach

CoDF operates typically as a micro-finance institution due to its lending approach. The Fund has adopted the concept of Structured Supervised Credit (SSC), whereby credit is disbursed as per the farmers’ needs and the coffee calendar activities. Borrowers organize themselves into groups of not less than five. With group based lending, the Fund relies on members peer pressure as ‘social collateral’. Within three years of operation, 60, 000 coffee farmers across all the coffee regions in Kenya have acquired and utilized our loans. Coffee Development Fund has been at the forefront in identifying and finding solutions to the emerging financing challenges in the coffee sector. In this project the Fund aims to address the issue of out-dated technology in the coffee sector. 
Problem Statement & Justification
Old, inefficient and environmentally unfriendly processing machines are a common feature in the coffee subsector in Kenya. This has constrained efforts of more than 400,000 smallholder farmers to benefit from the improved market prices of coffee which are usually determined by the quality yield of machinery used during post harvesting. The old technology used in primary processing, results in poor quality coffee and an average loss of 10-20% of the value of coffee after the entire processing.

It is the overall aim of the Ecological Wet Mill Promotion Project (EWMPP) to promote and propagate the use of good, sustainable coffee processing machinery and practices to ensure better returns to farmers which will ultimately improve their livelihoods.
Why promote the Ecological Wet Mill?

Widely used in major coffee producing countries like Brazil and Columbia, the EWMPP lays strong emphasis on the need of adopting the ecological wet mills due to the following reasons;

· Require 50% less investment than conventional wet mills

· Improving quality and consistency of processed coffee

· Lowers operating costs resulting in improved operating margins

· Use 90% less water than traditional washing stations
· Use alternative energy when possible.
Project Design and Activities
The Project shall be piloted in the Western region of Kenya. Coffee activities within the region have been on a gradual decline due to a number of reasons such coffee hawking and poor state of coffee processing factories. The region however, has great potential for coffee production and expansion due to the high altitude and volcanic soils that are found in the region. The Fund aims to pilot the project in this region in order to revitalize coffee activities and counter some of the challenges.
The main activities of the project will involve capacity building of target beneficiaries through training and technical assistance. The Fund has partnered with Brazafric Enterprises Limited, a major supplier of the Brazilian Pinhalense brand of Coffee Machinery & Equipment, to achieve this objective. Coffee development Fund will disburse funds in form of an ‘interest free’ loan (paid to supplier to deliver, install and train beneficiaries on how to operate machinery). The repaid amounts shall be channeled back to a revolving fund to finance other cooperatives within the region. Initially, only one cooperative will be financed through this project as a ‘model’ to inform the Fund on the framework for delivery.
Project Objectives/Outputs
Objectives of the project include: 
1. Promote sustainable primary processing of coffee by using less water and energy

2. Enhanced coffee payments through faster processing and sales. 

3. Minimize hawking of coffee cherries (after harvesting).
4. Assist small-holder coffee farmers to deviate from subsistence, peasant lifestyle to a modern, entrepreneurial, intensive way of farming.
5. Processing of high quality coffee as well as reducing processing costs 

Target Beneficiaries

The Fund has already targeted several cooperative societies in the pilot region who have good repayment records based on previously acquired loans. Initially, only one cooperative will be financed through this project as a ‘model’ to inform the Fund on the framework of delivery. The target cooperative has a total of 2060 smallholder farmers registered as members. Approximately 50% of the farmers participate in active coffee production while the rest remain inactive (do not deliver their coffee to their respective factories). However, this project has the indirect objective of motivating inactive farmers to participate actively in coffee production.

Budget Summary  
	Project Activity
	Description of Activity
	Amount (US $)

	Project Planning, Capacity Building & Technical Assistance
	· Role Identification
· Formation of the Quality Management Team.

· Training for factory attendants on Good Processing Practices.
	$ 4,000

	Loan Financing of Ecological Wet Mill
	Supply, Installation and Training on operating the Ecological Wet Mill (Ecoflex Series)
	$ 19,314

	Budget Total
	
	US $ 23, 314


