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Section . Introduction and Summary

This is the seventh Semi-Annual Report (SAR) ardfifith that primarily describes the
implementation of solution strategies by the Pasini@s for Food Industry Development for
Meat, Seafood and Poultry (PFID-MSP). This Proiggbintly undertaken by the Louisiana
State University Agricultural Center (LSU AgCentdhe World Food Logistics Organization
(WFLO), the Ukrainian Branch of World Laboratory ¢l Lab) and the Moldovan Central
Agricultural Marketing Information Bureau (CAMIB).

A. Program Highlights

The PFID-MSP program has recorded significant tesnlthe first half of the fourth and final
year of its first phase. Among the highlights tlais reporting period are:

Seventy-four sales have been conducted in UkrditteedPFID-promoted Central
Livestock Markets, in which a total of 11,263 hedidhogs and cattle have been sold
— this has been documented in the Internet as@ssistory by USAID/Ukraine;

Through contact established by the Moldovan InfaromaSupport System, three
Moldovan poultry producers purchased improved gemeaterial — to date at least
one stakeholder has shown a substantial profit;

Information Advisory Centers from the Union of Asgtdions “Ukraine-
Refrigeration” have provided technical consultasiom Association members;

The Fish Farmer Association of Khmelnitsky obla&sUkraine has started a
marketing network including a storage pond and supeket linkages;

PFID - Moldova has facilitated market linkages tigb the Propiscicola Fish Farmer
Association and the FARMARM Poultry Association;

The International Institute of Food Safety and Qudlas conducted three expert
reviews to enhance Ukrainian food safety policpnpoted collaboration between the
Food and Drug Administration and Ukrainian foodustty regulators, conducted
two certified Seafood HACCP training programs (utthg one with the Moldovan
Center for Food Quality and Safety) and won a hdgonal Finance Corporation-
funded tender for short-term technical assistance;

The Moldovan Center for Food Quality and Safetydregctivities in HACCP
training and implementation;

Two Ukrainian plants’ HACCP plans were reviewed #mée Moldovan companies
were selected for HACCP introduction;

Moldovan processing of freshwater fish has continaigace and processing of spent
hens have cut disposal costs for Moldovan egg mtimlufacilities;

A Moldovan Industry Task Force to facilitating bosss partnerships in the food
industry has developed proposals for policy refaand

USAID/EGAT has approved funding for a second ptadeFID-MSP, extending
project’s duration to January 15, 2010 and itsl tatacation by almost $2.5 million.
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B. Program Issues

Annex A compares the anticipated indicators of @bActivities of the last six months, as
stipulated in thed Annual Work Plan (AWP) with the actual resultsstances in which PFID-
MSP activities did not meet specified indicatorslude the following:

Survey results of Ukrainian Information Support 8ys (ISS) satisfaction;

Use of WFLO materials for cold chain training;

Plant-based Short Term Technical Assistance aicgeting processing plants; and
Lower-than-expected participants in seafood HACERftcation courses.

Most other project activities have met or exceaddatators, particularly the following:
Web pages and training pertaining to the Ukraimad Moldovan ISS;
Business linkages provided to Moldovan poultry farsnand fish farmers;

Progress of the model livestock market, includialgs and an integration into the
information support system,;

Policy recommendations and legislative consultatiprovided by the 1IFSQ and
PFID/Moldova; and

Initiation of HACCP plan at participating plants.
C. Objective #2: Developing Awareness of Critical Isses

While it has received no official notification, HF-MSP has assumed that the Fourth Annual
Work Plan (AWP) has been approved as submitteebmirary. As such, thé"AWP was used
as the benchmark to measure progress made ingbding period.

The 4" AWP will continue to be the benchmark for the m@fsthe year's operations although at
least one revision has been planned to date. Whideot on the Work Plan, the Project has
acquired USAID’s Cognizant Technical Officer to apye stakeholder participation in the
Better Processing School, which was held at the B§Uenter in July (refer to Page 21). In
addition, World Lab will request approval of twaopect activity concept papers:

Association Developmerfor increased support of the Khmelnitsky oblasil

Improving Raw Material Supplyor support on increased veterinary control of
central livestock markets.

Section Il.  Objective #3: Formulate Support Mechanisms

As reflected in the Fourth AWP, emphasis has béared in developing the following
mechanisms:

Expansion of linkages for improving supply of raatenial — enhancement of
working relationships between livestock producers meat processors.

Information support expansienthrough web pages and/or brochures; and
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Association enhancemenrganizational development activities to increase
association’s capacity to deliver services (infaioraexchange/education, marketing
and industry promotion) to its members.

A. Improving Raw Material Supply
1. Accomplishments and Impact, Ukraine

PFID/World Lab is promoting Central Livestock Mark€CLMs) that can be implemented
throughout Ukraine to improve raw materials sugptymeat processors. As a first step,
PFID/World Lab facilitated the establishment of learodiy Central Livestock Market last
year. So far this year seventy-four sales have beaducted, in which a total of 11,263 head of
livestock (hogs and cattle) have been sold.

Assistance to the Charodiy Central Livestock Mafethe expansion of its functions remains
one of the major tasks of PFID/World Lab for thesay. PFID/World Lab discussed livestock
market development with the Deputy Minister for Agan Policy (Agricultural Ministry) who
then submitted a request for assistance for Chy@dM and sent it to the Head of the
Cherkasy Oblast Administration.

In April 2004, PFID/World Lab conducted a workingggting on constraints to model wholesale
market development and solution measures at Chanetth participation of seven officials the
local, provincial and national governments. At theeting the following decisions were made
and documented in the Protocol that was signeth&peputy Minister:

Local authorities shall consider allotting an extiad plot from the State Reserve for
Charodiy CLM and establishing equitable terms fer €LM’s current plot that will
minimize rental fees paid by producers;

The Charodiy CLM will be considered for governmiran support programs
(needed funds total 500,000 UAH);

PFID/World Lab shall develop a general businesa fdafurther investments in the
Charodiy model CLM,;

The Department of Markets of the AgMinistry shdilseminate information on
government exemptions and privileges in animal hodby among livestock
producers who market their products via the modéWC

The Department of Veterinary Medicine shall deveatales of veterinary control of
livestock marketed at wholesale markets;

PFID/World Lab shall develop recommendations onousr marketing channels and
submit them to the AgMinistry, local authoritiesdagxtension agencies; and

PFID/World Lab and the AgMinistry shall conductation-wide seminar to be at
Charodiy, and propose the establishment of a Coatidin Council on livestock
market development under the umbrella of the Agtimi

Today, the establishment of a pasture and dryslbbtd animals between sales is the most
urgent need for market sustainability. PFID/Workblfacilitated a field visit of the Department

Leader-with-Associates Agreement No: PCE-A-00-0040800 7 Semi-Annual Report
Louisiana State University Agricultural Center Page 6



Head of the State Committee on Land Resourses.résudt of his meeting with local officials,

an opportunity was identified to allot a land pbd©2.6 hectares from the state reserve. However,
to be eligible to receive a land title for this fplGharodiy’s owner has to find around $10,000 to
pay for permission to rent the land plot he alreaslgs for his market. As the owner doesn’t have
these funds, AgMinistry’s Department of Market agtructure is holding negotiations with the
Cherkasy Department of Agriculture to secure aguegftial loan.

Another important constraint to market developmeithe acquisition of cattle cars to provide
transportation services for producers. PFID/Worddh Ihegotiated with the Ukrainian Agrarian
Leasing Assembly to explore leasing terms for eatélrs and submitted to the AgMinistry
detailed proposals on the inclusion of cattle tathe list of technical means subject to leasing
operations.

During the reporting period, several CLM initiagmoups from other regions contacted PFID to
explore opportunities to establish new marketsDPRlorld Lab staff visited several sites
intended for livestock markets and, with the UkiamnCooperative Assembly (UCA) and
extension agencies, has identified eighteen livkstoarketing sites that are not formally
registered. With assistance of Extension Agenaigsherkasy, Khmelnitsky and Vinnytsia
oblasts, an average of 10 additional sites of m&diivestock sales were identified in each of the
three oblasts. To legitimize these sites, PFIDAM/bab and the UCA are exploring
opportunities to utilize trade sites which are wiggead within UCA system for organization of
transparent marketing of livestock. Such activitiase been started in lvano-Frankivsk and
Khmelnitsky oblasts.

As a result of analyzing PFID/World Lab’s experieni livestock market establishment and of
networking with initiative groups from other regmrhe Project concluded that addressing many
issues crucial for new markets that follow Charadiydel would not be possible without an
appropriate regulatory framework and the first faggan to be adopted should be Provision on
Wholesale Livestock Markets.

Upon PFID/World Lab representatives’ initiativeNtarch 2004, a working group was
established to draft a Provision on Wholesale ltivels Markets. The Working Group includes
six government officials, a PFID representativeg@esentative of the UCA, an academic and
two representatives of other development projeatsthe time of this report, a Draft Provision
on wholesale markets was submitted for commentsarnsions to various Departments of the
AgMinistry; the estimated time needed for the psscis one month.

The promotion of centralized and transparent safiéisestock is on-going. A series of seminars
with heads of village councils of Cherkasy Obl&tgshkiv and Lysiansk raions) were
dedicated to the role of wholesale markets in imm® livestock production efficiency and
informing farmers of market operations. Over onadred individuals attended each seminar.

To inform processors of the benefits of livestodkolesale markets, Dr. Moldovan (PFID/World
Lab expert) provides a column fivteat Business Monthjyublished by Ukrmiasso Association
on U.S. regulatory support of livestock market&ID?World Lab materials on livestock market
development are published in this magazine aneuisgted throughout the sector on a
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monthly basis. In addition, a dissemination medrans being developed to provide sales
notification through village councils to livestopkoducers, outreach and extension agencies.

2. Issues, Lessons Learned and Actions Planned fdxdéxe Six Months

The Livestock Market's web-page development iselmscompletion. This page is intended to
be a first step of a central system that will pdevall market participants with price, statistical
and regulatory information.

Despite PFID/World Lab efforts, no specific sourtefund expansion of infrastructure and
logistics of Charodiy Market were identified in thist half of 2004; PFID/World Lab also
failed to arrange for a free-of-charge allotmenaddnd plot for market grounds expansion.
Lastly, despite numerous contacts with initiativeups all over Ukraine, no new livestock
markets were yet established for the following oeas

Absence of a national regulatory framework adaptesiholesale livestock trade;

Low level of awareness of both producers and daeisiakers on principles and
benefits of market pricing mechanisms and moveroklivestock from producer to
processor; and

Needed financial support (particularly in termda#ns and taxation) at the first stage
of central market system development.

PFID/World Lab will try to use capacities of othmojects, particularly the Agrarian Marketing
Project (AMC) to try to secure additional fundingder the AMP’s Small Grants Program in
Cherkasy Oblast to provide support for Charodiy fawditate improvement of institutional
infrastructure and logistics.

B. Information Systems
1. Accomplishments and Impact, Ukraine
The following information was added to the ISShet PFID/World Lab’s web-portal:

1) Poultry Sub-SystemPoultry Diseasepages were designed and installed
(http://pfid.ubwlab.org/poultry/diseasep.qsg hese include a data base on grouped lists of
diseases, brief descriptions with illustrationgaded descriptions with recommendations for
treatment. The following additional pages wereeatld

Web pageOrders, Instructions and Provisioms respective governmental authorities
for higher utility of Poultry Sub-System is instadl

Articles page was added to Poultry Sub-System (includesitiic articles on poultry
breeding presented at Ukrainian Poultry Confereaggently 11 articles are added)

2) Cold Chain Sub-SystemA-database on 190 enterprises that provide serinagssigning,
selling, repair and maintenance of refrigerationipapent was installed in the Internet.
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3) Fish and Seafood Sub-SysterA web page containing descriptions of 49 fistedses,
including sources and causes of diseases, sympinetspds of treatment and prevention, as
well as aFish Farmer Remindgpage that includes about 70 information briefss added to
the Fish Sub-System;

4) IIFSQ/HACCP Sub-System
The IIFSQ News section was added to the ISS arefidarly updated;

Detailed information on activities (seminars, tragicourses and conferences)
conducted by IIFSQ in 2004 was added to ISS.

The web site http://pfid.ubwlab.org was e —
registered in 8 search engines and catalogue | suwsaoms ) Peknana _npoayxuun
Software to calculate visits was added to all  |rmwmer (ITHASRPERRRRETHH

sub-systems as well as an Announcement e

Board page for clients (refer to illustration) to

0B, "Arponisep” 17:09 19.03.2004
{yMyEMD HACD MTHU | KYPAUS AFLS ONTOM B YKPEHEBKHX BHPOBHHKIS

add advertisement of their products, and a i

Guest Book page for clients to leave their o ——

comments and recommendations. Fonon I
P— 1

PFID/World Lab’s Information Support

Service was demonstrated at the following

venues: Bame of Lannemme:

In March, ninety-five poultry producers
and processors expressed satisfactior e, |
with the Poultry sub-system at a

seminar organized by Ukrptakhoprom;

After Basic Seafood HACCP training (refer to Pa@g the Seafood Sub-system was
presented to 13 participants who were favorablyresged,;

The ISS was presented and ISS information maseniate disseminated among 130
training participants at a Poultry Institute in Kkia in June; and

One hundred and fifty information leaflets wereséiminated at the Agro-2004 Trade

Show in Kyiv in June.
e S5

(d.u ship fo, by

J (PFID/ mms)

Site visit activity is visibly increasing; at thate %v el
of this report 1,735 visits have been registered. == |

2. Accomplishments and Impact, Moldova

PFID/Moldova disseminated an ISS by placing i
on CAMIB’s web page and by distributing CDs

through ACSA’s Regional Centers (the ISS’s J
home page is provided at right). This ensured -,
clients’ wide access to PFID-developed ISS - = 2 .
farmers, raw material producers and specialists O
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processing plants, especially small ones
that did not have access to the Internet.
of June 25, 2004, 8,744 visits to the
PFID/Moldova-generated web page have
been registered. An additional 224 peop
visited ACSA Regional Centers where
they used ISS services.

Through contact established by the ISS,
the following Moldovan poultry producerg
requested that PFID/Moldova assist then
in purchases from the Hy-Line American
selection:

Orhideea Nani — 32,000 one-day
chicken for meat from Hungary;

Pasare Argentie — 30,000 hens (1
week old) from Hungary;

Avicola Leghorn — 40,000 hatcher
eggs from Hungary and 38 000
hatchery eggs from Romania

As a result of Orhideea Nani’s purchaseg
the plant produced and sold 64 tons of
boilers valued at 1,408,000 lei ($
118,000). Stakeholder impactin terms o
profit is provided in the following text
box. Impact information on the other
plants will be available in the next SAR.

PFID/Moldova collected the following
client suggestions for ISS expansion.
Based on those suggestions, the ISS we
page was expanded by including:

Information on sanitary and
preventive measures against fish
diseases in ponds (increasing the
total web pages in the fish
information block by five percent);

Information on goose-derived fois
gras production technology
(increasing the total web pages in
the poultry information block by
sixteen percent); and

Impact -In Moldova, the only commercially

available breed of broiler chicks is an Adlerscs
Serebristaia (Susecs) cross. The price of one
such is 3 lei and the time required to grow the
chick to the slaughter weight of 2 kgli20 days.

PFID/Moldova’s ISS provided contact betweer
the stakeholders and Agrofit, a Hungarian

supplier of the improved American Albor Acres

cross. The feeding period to bring these chicks
up to slaughter weight is 45 days. As a result ¢
this contact, Orhideea Nani purchased 32,000
chicks at the unit price of 4.1 lei.

Based on Orhideea Nani’s financial analyisis ¢
its original operations, one broiler requires a
total of 12 kg of feed costs over the 120-day
production period (.1 kg/day at 3 lei/kg) for a
total feeding cost of 36 lei/unit, in addition toet

3 lei chick purchase price. Another 11.7 lei/uni

derives from energy, water and wages for a da
rate of .098 lei/unit. A remaining 5 lei are
considered fixed costs.

With the Albor Acres cross with a 45-day
production period, energy/water/wages costs
decrease to 4.4 lei/unit (.098 lei/day times 45
days) and feed costs decrease to 13.5 lei (.1
kg/day times 3 lei/kg times 45 days). The tota
per unit production costs can be compared as
follows between the two cross-breeds:

Susecs: 3 (chick purchase) + 36 (feed
cost) + 11.7 (energy/water/wages) + 5
(fixed costs) = 55.7 lei/unit

Albor Acres: 4.1 (chick purchase) +
13.5 (feed cost) + 4.4 (energy/water/
wages) + 5 (fixed costs) = 27 lei/unit

Given the current sale price of 44 lei for a 2 kg
broiler, the 28.7/unit lei cost savings turns an
11.7 lei unit loss (making the enterprise
unviable) into a 17 lei unit profit. The total
profit arising from production and sales of the
32,000 Albor Acres cross broilers amount to
544,000 lei or $45,300USD.

\a

Il

U7

—
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—
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Information on the new legislation on food safetg 8&lACCP introduction in
Moldova (increasing the total web pages in the HRGGformation block by twenty-
eight percent).

PFID/Moldova’s ISS has demonstratively respondefl@&A’s clients’ interests, creating an
on-going demand for its services after the Progecdnclusion. Furthermore, CAMIB has
committed its IT staff and equipment to the ISSIatuous dissemination and update through
its own web page.

3. Issues, Lessons Learned and Actions Planned fddéxe Six Months

Analyzing results and indicators is still difficidecause data for analysis is insufficient; it is
difficult to acquire information on ISS use beyahd number of Internet visits. Many
organizations do ask for a local version of ISSC&ROMSs, especially Poultry and Fish sub-
systems.

There are several organizations that are interestéde 1ISS’s continued operations after the end
of the Project, particularly, UkrPtahoProm, FFA rilletrTestStandard, etc. Negotiations are
conducted with these institutions for future maiatece but no agreements are documented yet.

PFID/Moldova will monitor and assess the ISS’s iotgan the food industry by December,
2004. The ISS users’ feedback will guide its exgp@mto satisfy clients’ information needs. For
example, the following information is currently bgideveloped for inclusion in the Fish
Information Block: total fishpond area in the Rejiubf Moldova, economic indicators on
harvest and export and a list of economic agentsved in fish breeding and processing. The
interactive feedback system will be maintainedritieo to analyze user needs and extend ISS
based on those needs. PFID/Moldova also intemdsedk PFID/World Lab’s guidance in
developing a mechanism similar to that of the Ukiem ISS where buyers and sellers can
directly contact each other through the web page.

C. Association Enhancement
1. Accomplishments and Impact, Ukraine

UAUR’s (the Union of Associations “Ukraine-Refriggion”) services to its members are
improving through regional information and advisegnters (IACs). Their primary activity is
consulting in the area of refrigeration engineemang food refrigeration technologies. In the
first half year of 2004 a new IAC was established&hmelnitsky city.

During the reporting period, IACs performed thddwling requests submitted by member
enterprises:

Odessa IAC received a request from “Antarktikap&rsform a technical study of four
refrigerator ships — based on these recommendatwother member companies
performed maintenance and repair leading to ineaasoduct quality and shelf life;

UAUR experts audited refrigeration facilities or ttequest of “Kombinat Novy”
(Donetsk Oblast) — the company adopted these reemations to expand its
capacity by 11,500 tons; and
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UAUR experts made a technical study of “Arkida”emptise’s refrigeration facilities
resulting in installation of equipment with an adashal 2,500 tons capacity already
used by Arkida.

UAUR experts also published six articles in Ukramperiodicals and PFID/World Lab’s
Activity Leader published the article “Market of fRgeration Equipment and Technology” in
Meat Business Monthly (#2, February, 2004). Thst fssue of UAUR Briefs provides
information of UAUR activities and will be addedRé-ID ISS. In June 2004, Dniepropetrovsk
IAC trained thirty participants on environment-friilly cooling agents and transfer of
appropriate refrigeration equipment. Lastly, UABRIff gave five presentations at four national
conferences.

In March, two members of the stakeholder Asov SasirBAssociation (ASBA), Vladimir
Cherepovsky Sr. and Vladimir Cherepovsky Jr., al#einthe International Boston Seafood
Show. The Cherepovskys are negotiating with sew¢ial companies regarding potential export
of pike-perch fillet and pet feed. At the tradewltbey also learned of the requirement of a U.S
Agent who, according to the new U.S export procedwtlined in the Bioterrorism Act of 2002,
is needed for any foreign facility willing to expao U.S. They also found useful information on
ethnic marketing techniques, processing lines,materials buyers and cold storage suppliers.

The ASBA model has been replicated in

other regions of Ukraine. For example, the
PFID-established Fish Farmer Association
(FFA) of Khmelnitsky oblast has focused its
efforts on uniting local fish farmers for
provision of services to facilitate the
development of fish farming in Khmelnitsky
oblast. Initially, these services have included
improved access to relevant information and
marketing channels. The FFA has addressed
such issues as the disintegration of USSR-era
collective fish farms, low productivity,
inexperience of new entrants and marketing.
FFA’s solutions to such problems include
information support, training, live storage durithg winter seasons and market assistance. The
attached picture shows FFA members working togdthgrade the spring pond harvest;
commercial-size fish go to for marketing while ygenfish (under one year old) are transferred
to finishing ponds for fall harvest.

FFA Members, PFID/World Lab

In the first half year of 2004 PFID facilitated &slishment of a Training Center in
Starokonstantyniv village of Khmelnitsky oblastcmnducts seminars and workshops for local
fish farmers. Upon requests of the local employnag@incy, FFA provides training to new
farmers. The Center conducted a series of traioingses:

In March, the Training Center trained twenty-eifiblh-farmers, discussing issues
related to local fish farming and prospects forftitere — after the training, the
farmers decided to create a district associatiahwtill join the Khmelnitsky FFA,
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In May, training based on the Starokonstantyniv ehe¢hs conducted for fish
farmers of Chemyriv raion.

In June, fourteen fish farmers from Khmelnitskyastireceived training at the Center
on safety, basics of economics, fingerling produgctiive winter storage, integrated
species diversification, live transportation, rnian, disease control etc.;

Another June course for fifty six farmers coverggmcing opportunities and
licensing, as well as production issues — two pigsdints committed to developing a
business plan.

PFID/World Lab has provided custom-selected infaromamaterials, including contact
information on producers of improved stock, to @&. FFA also has started a marketing
network for its products. In Khmelnitsky city farnsehave a storage pond where stock is kept in
cribs all year round. Fish is marketed through Retrsupermarket and open air fish market.

2. Accomplishments and Impact, Moldova

PFID/Moldova (together with staff of Propiscicolagociation, ACSA and NIHRS) conducted
seven seminars on freshwater fish production tdolgydor a total of 151 fish farmers. Six of
the seminars were in new regions for the Proj&tiis and other services have made the
Propiscicola Fish Farmers Association more ativadi potential members; from January to
May 2004, the Association’s membership increasenh fiorty-seven to sixty-seven members or
by forty-three percent.

Propiscicola’s Drochia Regional Branch was regeten April 2004, along with a laboratory to
serve as a branch office of the Institute of Hydstdgy and Fish Farming. A rental contract
was signed with the Association branch and Laboyat®he Drochia Branch promptly provided
two pond fish farming seminars for forty-two fisriners in Dondiusani and Riscani regions.
The laboratory also provided diagnostic servicefisindiseases to 7 fish farmers from three
northern regions of Moldova (Drochia, Dondiusard &iscani regions).

With PFID assistance, the Fish Farmng Scientifet Research Station (NIHRS) provided
eighty-five scientific services on hydrochemistiydrobiology and ichtyopathology to seventy-
one fish farmers in addition to the services readdry Drochia Laboratory.

With PFID—provided marketing information, Gura Bligifish plant established a business
partnership with twelve fish farmers by selling®}kg of fingerlings valued at 168,850 lei
($14,680). Four of the fish farmers who have legaof this contract are members of
Propiscicola; Project staff members hope that éisé will have sufficient incentive to join as a
result of participation in this marketing arrangeneln fact, PFID/Moldova feels that
Propiscicola’s new members were influenced by timegeketing services.

PFID/Moldova discussed the program design of a cb&dn seminar on cold chain management
(examining principles for maximizing quality, safeefficiency and profitability) with Dr.
Stephen Neel of WFLO.
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PFID/Moldova and FARMARM (a Moldova
poultry farmers association) initiated five
model farms for hens, geese and quail as a
venue for future training activities for poultry
farmers. In order to cover all interests of
poultry farmers, it was decided to establish
model farms in the southern, northern and
central parts of Moldova.

With PFID assistance, FAMARM Associatiol
established business linkages between five
poultry farmers and six distributors. As a
result of these linkages, farmers acquire inp
and sell their products through distributors’
market channels. The impact of this
intervention is shown at right.

Based on FARMAM members’ requests, thr
training programs on hens, geese and quail
were developed. When developing these
programs, PFID addressed the issues
regarding poultry meat processing, marketin

Impact— Moldovan poultry farmers’ sales
are currently limited by a lack of access to
efficient marketing channels. With PFID-
MSP assistance, FAMARM Association

established business contacts between five

poultry farmers and specialized distributors
with well-developed marketing channels. A
a result of these contacts, the farmers sold
combined worth of $80,828 for an increase

of 8.6% relative to the same period last year.

They netted a profit of $12,618 for an
increase of 6.1% relative to the same perid
last year.

It is anticipated that further information will
be available in the next reporting period.
Continued sales through distributors will
allow poultry farmers to concentrate their
attention on production, which in turn will
have a positive effect on quality, increased
output and higher efficiency leading to lowg
costs

importance of long term partnership relations;

as well as issues on technology for poultry pro@tmctThe demonstration and seminar of a
completed model farm was held with the participawd thirty farmers.

Seminars on geese production and breeding alsolvediteat two ACSA Regional Centers.

May, a seminar on hen breeding was conducted iar&lACSA Regional Center.
PFID/Moldova and ACSA’s Atachi Regional Center cocigédd a seminar on quail production.
Another seminar was conducted at the model quari fa Romanovca village, for ACSA
specialists and poultry farmers. Thus, within fitaenework of the activity, five seminars were
conducted, with 103 people (including seventeen amntrained.

3.

Accomplishments and Impact, WFLO Experience

On the recommendation of Dr. Neel, PFID/World Labmsitted the UAUR Membership
Directory to WFLO for translation and printing. iticludes information on 178 enterprises that
produce and use refrigeration equipment (see coimteéxnnex B). Similarly, PFID/Moldova
and the Moldovan National Refrigeration AssociatfbiiRA) are preparing text and photos for
development of the NRA resource directory. Thassctbries are to be instruments of each
association’s promotion and attraction of new memsibe

174

\S
a

d

In

Consulting assistance was provided to a WFLO/IAR®hTher, the Canadian company Atlas
Cold Storage, in exploring warehousing opportusitrethe Ukrainian market. PFID/World Lab

staff visited with Patrick A. Gouveia, Presidenidd&ugene Kogan, Vice President. PFID/World
Lab shared its information on current situatiothat market of warehousing services in Ukraine
and Kyiv region. UAUR was involved in finding infokiation for preparation of this meeting.
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Under the framework of the WFLO-initiated six-sf@pnt-based technical assistance activity,
PFID/Moldova identified three interested compan{@armez International (a meat processor), —
Avicola Shaver (a poultry processor) and Free Fisbhda fish processor).

4. Issues, Lessons Learned and Actions Planned fddéxé Six Months

In Ukraine, UAUR experts audited the refrigeratindustry of Odessa oblast and concluded that
the highest progress in cold chain developmenbserved in dairy industry, canning and
brewery. Refrigeration for fish, meat, and friviegetables industries are not as advanced
because after sectoral disintegration, utilizatblarge refrigerators is not yet feasible.

The Khmelnitsky FFA is preparing to build a smaltifity for smoking and salting fish. It plans
to conduct hands-on training for fish farmers atféwcility. The economic impact of the
Starokonstantyniv Center’s training courses willich&ulated in autumn, after the fish harvest.

A trip of Khmelnitsky fish farmers to Propiscicofassociation (Moldova) was originally planned
to provide hands-on training. However, the trip \wastponed twice because of external
circumstances, including visits of USAID represéints. Upon agreement with PFID/Moldova
it was tentatively decided to schedule this triguy, and to coincide it with one of the seminars
organized by PFID/Moldova at Moldovan fish ponds.

PFID/World Lab was to monitor implementation ofseamendations provided by WFLO’s
Short Term Technical Assistance (STTA) to Bershaddrated Poultry Complex pertaining to
increased efficiency and food safety. Bershad treetriitial selection criteria that an enterprise
should be neither too successful to need such SWdALo0 poor to implement
recommendations. The enterprise’s managers wdlisgMo accept recommendations arising
from STTA. However they were not able to do soseveral reasons: Bershad'’s tradition of
seasonal operations and recent closure due tocfalgaroblems and the plant manager’'s
departure. PFID/Ukraine hopes that when a newciires appointed, Bershad will apply those
recommendations.

Due to intense interest on the part of PFID pasgtietJkraine and Moldova, the original
program scope was expanded from the selectionefmmpany for STTA to the selection of
two companies for STTA, one each in Ukraine andddeh. The program implementation
timeline has been delayed somewhat, but activitgda is on schedule for October of 2004,
with evaluations by December of 2004.

In addition to activities included in the AWP, PHfilans to take part in the Fish Farming-2004
trade show scheduled for October in KhmelnitskyasblOrganizers include World Lab, FFA,
and the Provincial Chamber of Commerce and Induskhe trade show will include a
conference entitled “Status and Prospects of Fidhdtry of Ukraine”.

In Moldova, the Drochia Laboratory’s work plan waeveloped to include services to farmers
on hydrochemistry, ichtyopathology and hydrobiolod3FID plans to continue enhancing the
capacities of Propiscicola’s Drochia Branch anddrabory so that farmers’ organizational
activities, training, information and scientificggort in Moldovan northern regions can be
performed by these branches.
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Business transactions between processors andafistefs will be conducted from September to
October when the pond harvesting begins. PFID/Bhddecommends that Propiscicola
Association more actively disseminate marketingnmfation to its members. To facilitate this,
PFID will develop a training program on marketing.

The cold chain seminar’s preparation has been ddlaptil WFLO funds were properly
allocated for 2004. As determined by PFID/Moldewal Dr. Neel, the cold chain seminar will
be conducted by the end of 2004. Having just veckthe WFLO-designed selection criteria for
participation in the plant-based technical asstgrogram, PFID/Moldova also will assess the
candidate plants’ qualifications in July 2004.

FAMARM and ACSA are committed to continued trainiiog poultry farmers at model farms
after PFID’s conclusion. The UAUR’s and NRA's diteries will be distributed in October
during regional seminars.

Section lll.  Objective #4: Create Technical and Educational Capaty

In Year Four, action has been taken on the follgvdapacity building and technical activities:

International Institute for Food Safety and QualitfrSQ)— enhancement of the
IIFSQ’s capacity to provide services to clients &mgromote policy formation;

Facilitate HACCP introductior- enabling the participants of the basic certifaat
HACCP courses to apply what they learned to thedghdn industry, as well as the
US-based Train-the-Trainer participants to develpproved food safety curricula;
and

Post harvest/value added produetisformational support and case studies.
A. Food Safety and Sanitation

The descriptions of Technical Assistance from USelaexperts in the area of Food Safety are
divided between the following sub-sections on IR&Q in Ukraine and on HACCP
introduction in Moldova. These descriptions als®@rovided in greater detail in Annex C, the
Combined Technical Assistance Narratives.

1. Accomplishments and Impact - International Insétat Food Safety and Quality (IIFSQ)

[IFSQ continued to collaborate with Parliament catters, including the Committee on
European Integration and Committee on Economiacl?otin enhancing the food safety
regulatory framework. [IFSQ prepared the followthgee expert reviews of draft regulations:

“On Amending the Laws of Ukraine to Avoid Doubler@fecation of Foods”;

“On Accrediting Bodies for Conformity Assurance’dafOn Conformity Assurance”
(upon Constitution Court request — IIFSQ’s conausivas also used by the
Parliamentary Committee on Industrial Policy);

A new comprehensive law on “Food Quality and Séafetgd
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A set of regulations pertaining to food and raweniat control, including “On
Veterinary Medicine”, “On Ensuring Sanitary and @gmiological Well-being of the
Population”, and Cabinet of Ministers Decree “Oat8tSupervision Over
Compliance With Standards and Rules” (to identfyerlapping functions of three
state bodies).

Jointly with State Enterprise “UkrMetrTestStand@ehter” (earlier called Ukrainian Center for
Standardization, Certification and Metrology) IIF8€veloped and received approval of the
“Plan of Immediate Actions on Implementation of Bd®afety Management Systems in
Compliance with National Standard DSTU-4161 for£00 The draft “Concept of State Policy
in Food Safety Management on the Basis of HACCRdiries” has been developed.

Given the on-going process of harmonization of Wkeam regulatory framework with
international requirements, information about Ud®d regulations is very useful for Ukrainian
regulators. In June IIFSQ conducted a seminar & fdod regulations and new food
exportation procedures for twenty-seven individugsluding fourteen regulators. The seminar
included presentations by Ms. Barbara Montwillled Food and Drug Administration (FDA)
who was traveling with Dr. Michael Moody of the LRgCenter.

Ms. Montwill and Dr. Moody also visited with the Bié of the State Committee on Technical
Regulation and Consumer Policy, which is interestezbllaborating with FDA. 1IFSQ
organized a visit between Dr. Moody, Dr. Velupilaid representatives of the Parliamentary
Committee on European Integration. To enhance ksttald contacts, Dr. Moody was invited to
attend the meeting of the Committee’s Scientifid Aalvisory Council.

IIFSQ developed new training curricula and manuatkiding:
Draft Dairy Safety Manual;

HACCP for Executives training course (3 hours;udels HACCP definitions and
origin, steps for system development, implementatiod maintenance, etc.);

Handouts for information seminars “HACCP PractiGalide” (17 pages) and
“Guidance for HACCP Implementation at Food Proaeg&interprises” (39 pages);

Program design of sanitation at meat processingatipas training course; and

Pilot HACCP Internal Audit training course matesial

In the first half of 2004, [IFSQ conducted two dertl Seafood HACCP training programs in
Kyiv and Chiin u. For both courses IIFSQ participants paid cesdif fees.

In April, IFSQ held Basic Seafood HACCP for theteprocessors and
representatives of regulatory authorities; and

In June with IIFSQ supervision Basic Seafood HAG@#ing was conducted in
Chi in u for fourteen processors and regulators (ref&atge 20) - Dr. Myroniuk
played the role of both lecturer and AFDO-authatiaeditor.
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In addition to US-certified courses, [IFSQ also@acied a series of information seminars in
Kyiv and in other oblasts of Ukraine:

In March IIFSQ held a two-day information HACCP sean in Cherkasy for almost
seventy representatives of local food processitgrprises and regulatory authorities
— the seminar was covered by a local TV station;

In April, IFSQ helped conduct an international tamence on “Approximation of
Principles of the Ukrainian Food Control Systenthi® EU Legislation” — IIFSQ

gave a presentation entitled “Problems of Overlagif Food Control Functions
Among the State Authorities of Ukraine”, and the30 Director General was invited
to be a conference moderator, taking a leadinginodigafting conference conclusions
and recommendations;

In May, IIFSQ and UkrMetrTestStandard conductedmsite HACCP information
seminar at “Galina Blanka” enterprise (Kyiv) foneifacility specialists — HACCP is
vital for this enterprise’s markets in Poland, Kidzstan and Russia; and

In March, IFSQ and UkrMetrTestStandard held a dag-seminar on food safety
and quality for forty faculty members of the Kyiatbnal University of Trade and
Economics.

As in previous reporting periods, in the first hydfar of 2004 IIFSQ responded to invitations to
take part in four seminars and conferences. Thegzations vary in range and domain, and
this expands IIFSQ’s network.

Almost all the processors who attended seminargraimdng courses organized by IIFSQ have
started implementation of HACCP elements, and apgdbr further information to outside
consultants, including IIFSQ. IIFSQ has compldtezlpilot HACCP implementation at JSC
“Akvavit”. The enterprise is ready to go througleifily certification in compliance with national
HACCP regulations; certification procedure willistiaa July and will be conducted by State
Enterprises “UkrMetrTestStandard”.

The visit of Dr. Moody and Ms. Montwill to Ukraingas used for provision of more in-depth

recommendation to local fish processing facilitids part of their visit to Ukraine, Dr. Moody
and Ms. Montwill visited two seafood processinglfaes — JSC “Akvavit” (lllichivsk) and JSC
“Pocherk” (Berdiansk):

HACCP implementation at Akvavit was commended byMwoody — IIFSQ staff and
Dr. Moody recommended improved sanitary procedanesa HACCP record
keeping system; and

Ms. Montwill gave recommendations on how Pocheusth comply with new
export approval procedure according to the Bioté&sno Act of 2002, including
facility registration with FDA and submission ofiq@rnotices.

IIFSQ provided HACCP-related consultations to fadditional enterprises.

In April, IFSQ held a conference “HACCP-2004: Wesbme Food in Ukraine” for
representatives of regulatory authorities, NGOscessors, etc. In its presentation, IFSQ
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stressed that despite several positive movementsds closer attention of regulators to food
safety, Ukraine lacked a consistent solution sfathat was clear for both processors and
consumers. [IFSQ presented a newly developed “GurodeState Policy in Food Safety
Management on the Basis of HACCP Principles” fdoludiscussion. [IFSQ’s proposals,
particularly on the need for a consistent and walknced policy on terms of mandatory
HACCP implementation, were supported by the comi@egarticipants.

In January and June, the Director General of IIF&SR part in the State Examination
Commission of the Kyiv National University of Tradad Economics (KNUTE) that assessed
degree candidates and reviewed graduate paperdunatgraduate exams Dr. Myroniuk was
elected to head the State Examination CommisdionMoody'’s visit to Ukraine gave him an
opportunity to lecture on U.S. food laws and Rigs@ssment Concepts at KNUTE. [IFSQ also
facilitated a visit of Dr. Witoon Prinyawiwatkulygfessor of LSU Food Science Department, to
Ukraine to give a short course on sensory analtfdNUTE (Refer to Page 28).

The Center for Consumer Commaodity Expertise (Béaerbaijan) submitted an application for
establishment as IIFSQ’s local satellite in Azejdorai A similar application was received form
Moldovan Center of Food Quality and Safety.

In early 2004, IIFSQ won a tender for implementaid a short-term technical assistance (TA)
project funded by the International Finance Corponeentitled “Assistance in Planning and
Guiding Implementation of Food Safety and Qualitgrddgement System”. Under the TA
project, IIFSQ and a Swedish consulting companyedsh Farm and Agroindustrial Services
AB (SwedFarm), assessed the compliance of 3 inegdj@oultry complexes of “Mironovsky
Khleboproduct” Company Group with national

and international food safety and quality

requirements, and provided recommendations on

development and implementation of HACCP

plans. In May, IIFSQ submitted a final report on

compliance with good management practices and

current sanitation practices at Mironovsky

Khleboproduct Company Group, and Action Plan

on HACCP implementation at the pilot

slaughterhouse. Myronovsky’s decision to

implement HACCP at its poultry integrated

complexes (including the renovation of employee

garments shown at right) is one of the reasons 1’ Mironovsky Poultry Processing Complex,
it secured a large loan from World Bank. PEID/World Lab

2. Accomplishments and Impact — HACCP
Introduction in Moldova

The Moldovan Center for Food Quality and Safety (MIS) was registered with the state
bodies and launched its activities in HACCP tragnamd facilitation of HACCP implementation.
In April 2004, the MCFQS submitted an applicatiorbe admitted as an affiliation of IFSQ. At
present, MCFQS is the only Moldovan organizaticat ttan provide training accredited by the
International HACCP Alliance and National Seafoc8fiGCP Alliance, both US bodies.
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PFID/Moldova has facilitated food safety policyldgue in the country, which is timely due to
approval of a Law on Food Products stipulating,thaginning with January 2007, all food
processing plants shall operate on a HACCP-badetysystem. The Concept Paper on the
National Policy of the Republic of Moldova on HAC@Rroduction was developed and
discussed with the Head of Department for Foreiglabns. The Ministry of Agriculture and
Food Industry solicited PFID/Moldova’s assistant¢hie planning of HACCP informational
seminars for specialists of the ministry, contrglbodies and food processing plants.
PFID/Moldova, with that Ministry’s Food Supply Pragn, conducted a seminar entitled
“Strategies for Restructuring of State Veterinaeyvice” in June 2004. Lastly, PFID published
three articles on HACCP introduction problems inltdbva.

MCFQS, under IIFSQ supervision and with LSU AgCeiated FDA participation, conducted a
three-day seminar on seafood HACCP in June 2004 s€éminar was conducted by three
Moldovan instructors that completed US-based tngiimn Orlando, Florida. FDA requirements
on HACCP for seafood were presented by Mrs. Barbbmatwill from FDA. Fourteen people,
including five women, provided the MCFQS with tlegjuired participation fee and were trained.
The seminar participants included eight techniciam® the seafood processing industry, three
members of Institute of Standardization and MetgglMoldovastandart), one member of the
Veterinary Diagnostic Center and one representaaod from the IIFSQ and MCFQS. Adding
this amount to the specialists trained in 2002 P®¥bldova through Moldovan Safety Center
trained a total of ninety-two who are qualifieditgplement HACCP at Moldovan food
enterprises.

Three new companies were selected for HACCP intibolor Cabanos Nord (meat processing),
Avicola Shaver (poultry processing) and Ihticonslffprocessing). The protocols on HACCP
implementation were signed with these plants. HAG&#s were created while hazard analysis
and HACCP plans were initiated. Four Ihticom splestawere trained at the seminars on
HACCP for seafood in 2002 and 2004. SpecialisiSafanos Nord and Avicola Shaver will be
trained at seminars on HACCP for meat and pouttr&ugust. In addition, HACCP
implementation at Carmez International and Frebédf¥iss is still in process. Due to the launch
of two new products and an anticipated third pro@€armez International, the HACCP plan

at that plan is under revision. Free Fisheriemiditing its HACCP system for certification.

To gain practical experience on HACCP implementaibmeat and poultry processing plants,
PFID/Moldova recommended three plant represenwfimeUS-based training under the US
Department of Agriculture (USDA) Cochran Program.

As recommended by PFID/Moldova, Free Fisherieseajte certification of HACCP system by
“ProEra Grup”, which authorizes certificates issbycan Austrian entity and has started
auditing Free Fisheries’ HACCP system. Significasgistance was provided by Dr. Moody
who visited Free Fisheries early in June 2004,raade useful recommendations.

3. Issues, Lessons Learned and Actions Planned fddéxé Six Months

Upon discussion of the Draft “Concept of State &oin Food Safety Management on the Basis
of HACCP Principles”with industry representativasademia, etc., this document will be
submitted to the President of Ukraine.
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As issues discussed at the Cherkasy informatiomsemaised significant interest among
representatives of different food industries, IIF&&s invited to conduct a series of HACCP
workshops courses for specific industries in thiakaGt.

As IIFSQ is currently re-registering with the Ukran authorities, the MCFQS application of
admission to [IFSQ will be settled within the neaporting period. In August, a seminar for
HACCP in meat and poultry will be conducted in Mold. The work on development of
HACCP plans for three new plants will be compldtgdNovember 2004. PFID/Moldova will
assist in establishing contacts with HACCP centifybodies to the plants that currently
introduce HACCP.

PFID/Moldova has noted that both representativakefood industry and government bodies
still do not have sufficient knowledge on HACCPtsys necessitating increased effort in this
area. A HACCP information seminar for specialfsbsn ministries, controlling bodies and food
processing plants was planned for May 2004. Howetliex to restructuring of the Ministry of
Agriculture and Food Industry, informational semgaere postponed until the next reporting
period.

Initially, thirty people were to be trained at tHACCP/seafood seminar but only fourteen
people were willing to pay the admission fee. Blbplants, government agencies and
educational institutions can pay for such trainifig.expand training efforts, MCFQS will seek
additional funds and tuition assistance from po&tmtaining participants, specifically through
such organizations as the Food Provision ProgrhaenEtiropean Committee to Moldova and the
Eurasia foundation.

The seminar on meat and poultry HACCP is reschédwlé@ugust during Dr. McMillin’s visit
to Moldova. Thirty specialists of food industryeaargeted for training. Therefore, additional
resources to conduct a free-of-charge seminarleaat to reduce costs will be sought.

HACCP implementation at the previously mentionedddgan plants is planned to be
completed by November, with further preparationH&fCCP system certification. In future,
MCFQS will provide chargeable services on HACChhpalavelopment and HACCP
introduction for food processing plants.

PFID Project also established contacts with TUV IQuéa Moldovan branch office of a
German Company) and with International Technicajadization “Bureau Veritas”, both of
which are engaged in HACCP system auditing andfication. Dr. Marcenco of MCFQS
completed training in a 2-day seminar conducte8tmeau Veritas in Moldova. Carmez
International was advised to sign a contract otifm&tion with Bureau Veritas, which has an
international reputation as one of the leaderbénarea of certification of quality and safety
systems (having 580 offices in 150 countries, ideig the US).

Dr. Moody proposed that a total of two represevtstfrom Ukraine (specifically from IIFSQ
and/or Kyiv National University of Trade and Econog) attend the Better Process School in
Baton Rouge, LA scheduled for July 26-29. In addito training, participants visited canneries
in the region for technical and hands-on plantirey. For this reason, the course also was
appropriate for Moldovan staff and stakeholderBBID involved in canning products such as
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spent hen meat. PFID's partner institutions i bditraine and Moldova each sent two
participants. This activity did not come to PFIDEM's attention until after the submission of
the 4" AWP and therefore is not mentioned in that documétowever the USAID CTO's
approval was given to Project staff. While theksteolders’ participation (along with every
participant’s passing of all the course’s examonag) occurred during this reporting period, full
information — including the participant’s intendaplplication of the course’s materials — is not
available at this time.

B. Case Studies - Post Harvest Technology
1. Accomplishments and Impact

PFID/Moldova and lhticom agreed on a plan

for development in raw material production

and freshwater fish processing shown at right.

The plan includes PFID/Moldova’s provision

of recommendations on efficient pond

utilization to improve Ihticom’s own raw

material resources and scientific services on

hydrochemistry, hydrobiology and

ichtyopathology. The plan also promotes

stronger business relationships with

Propiscicola Association who provide raw

mater_'al for p.rocessmg at 'ht'CQm- The Freshwater fish half-can production at Free Figseri
technical assistance plan also includes PFIC PFID/Moldova
assistance to Ihticom in canned freshwater fish

products: technological norms, directory of fisdustry technical assistance, technological
standards for canned freshwater fish productscaganization of taste tests of canned products
and their certification.

Under the technical assistance plan, the firstdamples of canned freshwater fish products
were produced in February. On February 2004, AFtlova organized the taste test for these
products with participation of representatives fritr@ Technical Committee for Standardization,
the State Agrarian University and the Veterinarggpiostic Center. All canned products were
highly rated and recommendations on improving dqualere given. PFID/Moldova has
facilitated certification of canned products thrbuge Veterinary Diagnostic Center.

As a result of PFID assistance in 2003, Ihticomdpetg create its own raw material resources
through purchasing controlling shares of the fiEnp“Piscicola Nord”. Therefore, Ihticom
could process freshwater fish from January to Ma@42due to its own raw material supply of
5,600 kg and an additional 40,400 kg from othedpo®rs. Due to the increase of its own raw
material resourses, Ihticom’s freshwater fish pssagg volume will sharply increase.

From January to May 2004, lhticom processed 46 edbfieshwater fish, including 5.6 tons of
their own raw material. Within this period, 28.@$o0of fish value-added products valued at
779,200 lei (or $67,757) were produced — an ine@e@d$7.7% compared with 2003. The sales
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volume increased by 76.1% (779,200 kg and 442,6(00Employment has not yet changed from
the previous year, remaining at 18 jobs.

The establishment of private poultry farming in Blava has resulted in increased production.
Goose production takes a special place in the M@ddarming tradition and production of
goose meat takes the second place in the poulttgrsén Moldova geese are mostly sold live on
the open market, as the republic does not havéad@ispecialized geese slaughtering
equipment. Therefore, no meat processing plailiszat this kind of local raw material for deep
processing. Given the potential to address thigeisBFID/Moldova facilitated contacts between
goose meat producers and three processors: Bas&tatt, Anina Agrofirm and Tiraspoli. As

a result of these links, a new range of goose prealucts will appear on the local market.

As a result of negotiations between the goose prealucers and processors, a Protocol on
Intentions was signed; the protocol outlines tH®Wang issues and obligations:

1. Rai Plai plant has started raising 100 geese (dented);

2. Banesti slaughters and processes 100 geese (4@ kgeight) and produces 250 kg
of goose meat raw material for processing and 108 of fois gras with a total
weight of 8 kg;

3. The supply of primary raw material for processipgycessed material for
consumption a all technical operation shall convpilyh veterinary-sanitary and
sanitary-epidemiological norms and coincide witl #tquisition of all required
veterinary, sanitarian and financial documents;

4. PFID Project provides technical support in goosifeng for fois gras;

5. Basarabia Nord cans the fois gras, while Tirasp@at plant processes 6 kinds of
semi-finished products of goose meat for deep @®ng: whole legs, white meat,
wings, lower legs, upper part of legs and mincel, an

6. The ready-to-eat products will be taste testetiénpresence of the Parties under the
Protocol and in the presence of outside experts.

The following technologies of deep processing vex@mined and provided the basis for
PFID/Moldova’s proposed procedure for the trialqass:

FAO Animal Production and Health Paper on gooseéycbon in South America and
Eastern Europe

The State Patent SU 1790386 A3 entitled “The teldgyofor poultry liver canned
products

In 2003, PFID/Moldova examined the feasibility obpessing spent hens — layers that were
previously sold on the live market after their pwotive cycle has ended. Project staff concluded
that such processing would save egg producersfisigmi costs in storing the hens before
disposal and provide them with an alternative seafdncome.
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The current economic impact to participating stakedrs is provided below.

Impact -In the first half of 2004, PFID/Moldova monitoreaufr plants that adopted this
procedure on a commercial basis; the savings poda costs are shown below.

Poultry Plant
Monitoring Indices Rosso SL | Tirnovo | Rasarea argintiq Vadul lui Voda
JSC Ltd. Ltd. JSC

Number of spent hens disposed for 26,800 8,000 14,500 20,000
processing
Average reduced disposal period, day$ 26 9 12 18
Feed savings due to reduced disposal 204,860 21,168 51,156 105,840
period, let
Other savings due to reduced disposal 20,400 2,592 5,156 27,120
period (energy, salaries, depreciation,
etc), lei
Savings for spent hens disposal, lei 224,900 23,760 56,312 132,960

To date, this process has increased the four gatits’ net income (through reduced costs) by
a total of 437,932 lei, the equivalent of $38,08btal income change, including the effect of
canned product sales will be provided in the ned®S

2. Issues, Lessons Learned and Actions Planned fddéxé Six Months

PFID/Moldova has determined that the process dfoarintegration in freshwater fish
production and processing will facilitate increaseutput of products of freshwater fish
processing and jobs. Vertical integration leadsftizient utilization of capacities of production
plants that suspend activities during summer timsnaall fish farmers cannot satisfy the
demand of raw material during that period. Oftilue possible directions of integration in the
sector — creation of own raw material resourcgs@tessing plants and creation of processing
capacities at raw material production plants —f¢nser proved to be more effective. The
justification and programs for creation fish pragieg capacities developed by PFID/Moldova
for raw material production plants Gura Bicului anelenesti Fish Plant were not performed due
to the lack of funds. PFID/Moldova witbntinue involving new plants in the process oticat
integration of freshwater fish production and pssieg

Technical assistance to Vesnicia enterprise igppo&d to the second six months of the year as
harvesting begins in September. Vesnicia is notheénprocess of signing documents for pond
rental to establish their own raw material resosirédter signing pond rental agreement,
PFID/Moldova and Vesnicia will sign an agreementaiaing to technical assistance and
assistance planning. PFID/Moldova also recommetitkgtdvesnicia should create their own
raw material resources so to eliminate seasonaliyeshwater fish supply by farmers.

! Feed savings calculations are based on an avéfdggrams feed consumption for one hen at a ca&Bai per
kilogram.
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In future, the canned products at Ihticom will begquced in larger quantity and packed in
smaller volume packaging. Canned freshwatergdrsialucts also will allow lhticom to process
the waste products left from the primary processisighown in the following examples:

Fish swimming-bladders (earlier disposed as wastéyets) will provide raw
material for two canned products “Fish Slices ,n@wn Juice” and “Fish Slices in
Tomato Sauce”;

When filleting fish, fish belly waste is used fammed product “Tyoshka in Tomato
Juice”; and

Bone waste is used for “Silver Carp Forcemeat/Mince

Fattening of geese for slaughter will be conclusheduly. The monitoring results for spent hens
were incomplete as only four of the originally sté&l enterprises provided data and sales
figures for canned hens were not collected. Thdgikl be corrected in the next reporting period.

Section IV. Objective #5: Fostering Business Partnerships
A. Accomplishments

PFID/Moldova facilitated the establishment of adustry Task Force to improve the business
climate in Moldova, particularly in terms of fatdting business partnerships in the food
industry. To attain an optimal Task Force compasjtpotential candidates were identified and
explained the objectives of the Industry Task For&e a result, the following Task Force with
the following composition was created: two PFID/Blmya representatives, two representatives
of other NGOs, two government representatives axedirdustry representative. The seven
Task Force Members agreed that they should woakhasformal group.

To date, the Industry Task Force has held two mgeti which five members have attended. At
these meetings, the Task Force approved a WorktRérenvisages advocacy of legislation
aimed at promotion of foreign investments as piyaactivities. The Task Force already has
developed proposals to be included in the draftreimeents to a number of legislation acts and
envisage both fiscal and customs benefits for toresas shown below:

A proposed amendment to a 1997 Law on Customs ®atigisages exemption from
Customs duties for imported goods and equipmenwihisbe included in authorized

capital of a Joint Venture (JV) and, if approvéw 8V a foreign investor could save
five percent of its outlay;

A proposed amendment to the Taxation Code wouldigeoVAT exemption for
funds imported and allocated by foreign and lopaéstors and save up to twenty
percent for those investors; and

A proposed amendment to the law on land sales arahases.

These draft amendments are under the governmenmt&deration.
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In collaboration with the USAID-funded BIZPRO, PFNIoldova collected information through
a gquestionnaire on the cost of doing business ildMa@, which includes the following items:

Duration and cost of business registration;
Duration and cost of licensing;

Regulations of building construction and utilizatio
Import-export regulations; and

Commodity certification regulations

Conclusions and recommendations have been developedch section and will be discussed
by the Industry Task Force with further submisdmmngovernment’s consideration. For
instance, the recommendation on simplifying thestegtion procedure (particularly if an old
enterprise has to be liquidated to form a new aves) developed as follows:

Adjust national business registration procedureotaform with international
standards;

Reduce costs of business re-registration resuitorg an increase in the enterprise’s
own capital (at present, costs are 0.5 per cetiteoénterprise’s own capital);

To simplify procedure of business liquidation or thwner’s initiative.

PFID-Moldova has developed a first draft of an gorises register that includes the following
information on each recorded enterprise:

Name; - Main activities;
Organizational and legal form; - Main sales markets; and
Property form; - Contact information

The first version of the register includes seveh plants and thirteen meat processing plants.
Organizations that foster foreign investments amRepublic will be able to update this
information and submit it to future investors.

In the past six months, PFID/Moldova continued rtammg the partner matching process of
Moldovan enterprises willing to form a JV. At prageAvicola Nord of Floresti City is
negotiating with representatives of the MinistryAgfriculture in Holland. PFID/Moldova
fostered support by the Moldovan Ministry of Agiicuie and Ministry of Economy for such JV
formation.

B. Issues, Lessons Learned and Actions Planned for tiNext Six Months

PFID-MSP envisions that the Industry Task Forcé eabrdinate the efforts of various
organizations that promote investments in the Rigsalfood industry. To ensure this, the
Task Force’s Work Plan includes the following aitiés for the rest of the year:

Cooperate with the Consultants’ Group responsiinéife Draft Law on leasing
(July-August)

Leader-with-Associates Agreement No: PCE-A-00-0040800 7 Semi-Annual Report
Louisiana State University Agricultural Center Page 26



Discuss the results of the PFID/Moldova’s “costloing business” analysis, as well
as develop and promote proposals to improve the’stausiness regulation process
(September);

Conduct a round table with representatives of jpuginesses aimed at identifying
activities for improving the business climate ((o);

Develop and initiate strategies for promoting iragents in small and medium-sized
enterprises (November);

Monitor status of proposed legislation and develew ones based on the industry’s
needs (on-going).

Two companies, Roma Badnd Univers COOP Moldova, were contacted by amgions that
foster business partnerships. The results wipdesented later, as the proposals are currently
under governmental consideration.

Under the work schedule the final version of thgagter will be completed in August. As it is
planned, the final version will be submitted tdestst three organizations: Moldovan Department
for Attracting Investments (MEPO), Business Infotimia Service of the Newly Independent
States (BISNIS) and the Chamber of Commerce andeTra

Section V.  General Management Issues
A. PFID-MSP Expansion
1. General Accomplishments

The LSU AgCenter submitted a Scope of Work (SOWx@f@hase Il for PFID-MSP that would
target Eurasia/lCommonwealth of Independent St&ik3)( Central America and Southern
Africa. Once again, the basic premise for Phaset that improving the overall food industry
(through awareness, capacity building and policysésnce) would lead to enhanced trade, food
quality and additional jobs. In addition, organiaaal capacity of host country institutions
would be enhanced so those institutions can cané&ito the food industry after PFID’s
conclusion. Objectives were developed based amigrissues of significant importance to
stakeholder needs in each target area, summaszed@nvs:

1) Central AmericaWith initial emphasis on Nicaragua and expansmBE| Salvador and
Guatemala in the case of an associate award) +3beAgCenter surveyed donor offices
and potential stakeholders of the food industrthia region and concluded that it could
promote food safety, quality and security as welalue-added post harvest technology (the
latter would include both alternative products émelcold chain).

2) Southern AfricgWith initial emphasis on South Africa and expansio Namibia and
Mozambique in the case of an associate award) poBeal activities were included
interventions in Food Safety and Quality (FSQ)daochain technologies and the
establishment of a Post-harvest Technology Centeoliaboration with the University of
Stellenbosch.
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3) Eurasia/CIS- With initial emphasis on Azerbaijan, Georgia, Kidzstan, Ukraine and
Moldova, PFID-MSP identified opportunities to exdahe IIFSQ’s capacity to establish the
basis for food safety and food security compliaimcthese countries.

The LSU AgCenter also submitted a detailed budid@tation for the three target regions. As a
result of USAID'’s favorable consideration of thesdmissions, it extends PFID-MSP duration
to January 15, 2010 and its total allocation by1$2,944.05.

PFID-MSP also submitted a proposal for an assoemted in Nicaragua. In late 2003 and early
2004, representatives from the LSU AgCenter andMR¢O visited Nicaragua, El Salvador and
Guatemala to seek opportunities for PFID-MSP antisiin the region. These visits included
preliminary assessments of industry needs, theife® of USAID Mission’s Strategic Plans and
opinions of industry leaders and stakeholders. ehunof activities was presented to these
integrated segments of the industry resulting pmiarity list of activities that was developed as a
“core” group of activities: FSQ and security angPloarvest value added technology (for both
alternative products and the cold chain). FurtleeenPFID-MSP services that were of
secondary importance to stakeholders were descimbiis proposal as supplemental activities.

Another proposal was submitted to USAID’s Bureattobnomic Growth, Agriculture and
Trade (USAID/EGAT) specifically for the IIFSQ’s eapsion into the Eurasia/CIS region. The
proposal’s objectives are as follows:

1) Increase IIFSQ’s capacity to provide HACCP trainingough the region:
Programmatic expansion to include training in HAC&®iting; and

Establishment of satellite centers in Moldova, @egrAzerbaijan and Kazakhstan.

2) Present seminars on compliance with the US Foodrgdéct of 2002 and risk assessment
modeling.

3) Through the auspices of the IIFSQ, establish aeB&ttocess School to serve the fore-
mentioned the Eurasian region to facilitate apptddvBA training and provide an acceptable
methodology to eliminate serious food safety comgeelated to low-acid canned foods.

A key theme for program design is university linkagpetween the LSU AgCenter and host
country educational institutes such as KNUTE inditke. In June Dr. Witoon Prinyawiwatkul
visited the Kyiv National University of Trade anddhomics (KNUTE) in Kyiv, Ukraine. Dr.
Prinyawiwatkul first taught a four -day short coairelated to “Sensory Analysis of Foods” at
KNUTE’s Faculty of Commodity Science for about twefive post-graduate students and
faculty members.

After the short course, Dr. Prinyawiwatkul talkedpost-graduate students about the graduate
food science program and gave a short seminar atic& Elements for Successful Food
Science Students.” He later met with the faculgnmbers of the Faculty of Science of
Commodities. Dr. Prinyawiwatkul briefly describdek administrative structure of college of
agriculture and provided detailed information abitvat members of the Food Science Faculty at
the LSU AgCenter as well as their expertise. Tiseu$sion was focused on faculty exchange
and how research collaboration could be initiated.
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In June 2004, Project staff used non-PFID funddeatify a local partner in South Africa for the
PFID Phase Il program and explore buy-ins fromWS&ID Missions in Pretoria, South Africa
and Windhoek, Namibia as well as the Regional GdnteSouthern Africa (RCSA) in
Gaborone, Botswana. Deliberations at Stellenbbitiersity in South Africa proved that it
was a suitable partner institution and site forgh@posed Post Harvest Center. The University
appeared to be strong in the meats area, had aFgmatiScience department, but appeared to
lack expertise/experience in the seafood area. ID&duth Africa recommended the University
of Port Elizabeth as having a strong program indrges.

Discussion with stakeholders, including with thaei®oAfrican Meat Industry Company

(SAMIC), revealed sufficient expertise in food sgfquality and processing capability at least

on the part of the larger companies. However nedpots stated that there were many areas that
needed enhancement particularly toward enhancipgregapability including a standard

HACCP curriculum and policy reform. USAID/Southri&f stated that PFID-MSP should
address the needs of emerging black producersrasdgsors particularly in the areas of
marketing, standards, labeling and food safetye Mission offered to provide contacts for
PFID-MSP with such potential stakeholders. USAIRI® Africa also recommended launching
a university consortium in the promotion of advafaed industry practices.

SAMIC stated that the Sector Education and Traidinthority provides for government
reimbursement of seventy percent of any employstsdoward employee training. PFID-
MSP’s Post Harvest Center concept is designedlipeuthis feature and SAMIC is willing to
recommend programs for their member associatiawsi¢fn the Stellenbosch/PFID programs.

At Namibia Project staff met with the national M&atard, the USAID mission and a group of
entrepreneurs in the fisheries sector. At USAIDMaa, a good fit was found for PFID-MSP
interventions in relation to the mission’s Strate@ibjectives. For this reason, USAID/Namibia
was happy to submit a letter of support althougly thad committed all funds for the fiscal year.

The Meat Board noted that the Veterinary Servieg should inspect the entire food chain does
not have any one trained in HACCP, and that thenmeEU review found no evidence of plant
inspections by regulatory agencies. For this nedise Veterinary Service is under pressure to
meet the EU and USDA requirements on inspections.

The Namibian fisheries sector is considered a mahgustry, particularly in the area of fin fish.
Ninety-eight percent of the products are exportethé EU, and Namibia is listed by the EU as
an “EU List #1” country, meaning it has free accesthe EU market. Sector representatives are
confident that they currently meet all requiredltieasafety and other requirements including
HACCP for fin fish. However, they are now focusimg frozen and value added production in
this sector, and are interested in help from PFIBAM The representatives are very interested in
shell fish, including clams and stated that theyemntly do not meet international standards for
guality control and health issues.

2. Issues, Lessons Learned and Actions Planned fddéxé Six Months

The Director of the USAID/Nicaragua Mission decidecdtonduct a full and open competition
for a comprehensive agricultural program rathentivay into PFID-MSP. USAID/Nicaragua
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also is setting up a mechanism whereby the GovarhoféNicaragua can use mission funds to
contract out certain activities. When establistseth a mechanism could provide PFID-MSP
with an opportunity to add to its core operatianicaragua.

Unfortunately, discussions with USAID/Indonesia dut yield any interest for PFID-MSP on
the part of that mission. Mission staff said tR&EID-MSP was not a fit for their emphasis on
promotion of foreign investment. The resultingikelihood of leveraging PFID-MSP core
funds with an associate award from this missiortihedLSU AgCenter to drop Indonesia from
its list of target regions for Phase II.

In the area of sensory analysis of foods, KNUTRaeghaps twenty years behind the United
States. Dr. Prinyawiwatkul felt that the post-gra student participants at the short course
lack some basic knowledge of statistics requiredémsory research and noted that the schools
textbook used for this topic was published in 19D4. Prinyawiwatkul will request some gratis
textbooks from publishers and donate them to KNUTE.

During his visit at KNUTE, Dr. Prinyawiwatkul disssed with faculty members about the
development of the sensory analysis center. Reapgnts for such development include an
expert in sensory science, statistical softwareléda analyses, a database for a consumer
sensory research, a group of trained panelistg; faslities and funding sources. It would take
a few years to develop the center as KNUTE lacksfahe aforementioned required elements.
Dr. Prinyawiwatkul is willing to work with KNUTE talevelop the center and will consult with
Drs. Moody and Velupillai to identify potential smes of funding.

USAID/South Africa stated that it might be ablebtoy into PFID-MSP if Project staff
establishes a presence in the country, developepbp@pers and receive guidance for proposal
submission in April/May 2005. After their visit tbe region, Project management outlined the
following necessary follow up actions:

PFID-MSP should develop a concept paper and bddg&CSA — in fact RCSA
later requested a full proposal for a $2.7 millassociate award for nine countries in
the region (Angola, Botswana, Lesotho, Malawi, Mobagque, Namibia, South
Africa, Swaziland and Zambia) be submitted by thede of August; and

Project management return to Southern Africa inusaigo finalize working
relationships with Stellenbosch, visit with othaiversities and establish contacts in
other countries in the region — given the time seagy to prepare the fore-mentioned
proposal, this visit has been postponed until Sepés.

B. Other Issues

The PFID-MSP web pagéttp://www.lsuagcenter.com/Inst/International/parship.aspwas

has been revised to include updated informaticstadf, partner institutions and accomplish-
ments to date. The latter included success stegecific to both Ukraine and Moldova; excerpt
to these have been submitted to USAID’s “Telling Story” Initiative.
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