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Abstract

Fundecitrus, an industry association in Brazil which serves as a consortium of orange juice relat-
ed industries and producers recently created a new contribution model for its organization. The
model was developed based upon four pillars: (1) Benchmarking with other associations, both
national and international companies. (2) Interaction with the chain community, through ques-
tionnaires, a consulting panel and workshops. (3) Formulating a collection model that was more
equitable to the participating stakeholders. (4) A management and control system plan for im-
plementing the project. The model was developed by working closely with the Fundecitrus Man-
agement Board. This research will be relevant to managers of other trade associations who are
interested in restructuring their own contribution model by utilizing a process which can be rep-
licated.
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Introduction

The Brazilian citriculture industry has an exemplary past. From the beginning it has generated
more than $60 billion for Brazil and has provided worldwide leadership in marketshare, innova-
tions, logistics and positioning. Maintenance of the Brazilian citriculture industry is of the utmost
economic importance. Brazil grows 20% of all oranges produced worldwide and accounts for
85% of commercialized orange juice internationally. Most of the oranges grown in Brazil (98%)
are exported. Brazilian citrus is primarily exported to: Europe (70%), North America (13%),
Asia (13%) and others (4%). This productive chain generates around $1.5 to 2 billion per year
for Brazil. Citriculture is one of the major activities in Brazilian agribusiness, impacting nearly
400 cities in the state of Sdo Paulo, creating about 200,000 direct and indirect jobs, including
temporary employment during the harvest phase that is characterized by manual picking in Bra-
zil.

Country Lemons and Tangerines,

Grapefruit limes Oranges otc. Other Total

E=3Brazil 72,000 1,060,000 18,279,309 1,271,000 - 20,682,309
Elchina 547,000 745,100 2,865,000 14,152,000 1,308,000 19,617,100
B United
States 1,580,000 722,000 7,357,000 328,000 30,000 10,017,000
B BMexico 390,000 1,880,000 4,160,000 355,000 66,000 6,851,000
mmem[Ndia 178,000 2,060,000 3,900,000 - 148,000 6,286,000
=Spain 35,000 880,000 2,691,400 2,080,700 16,500 5,703,600
=={[7 54,000 615,000 2,300,000 702,000 68,000 3,739,000
| lltaly 7,000 546,584 2,293,466 702,732 30,000 3,579,782
B ENigeria - - - - 3,325,000 3,325,000
Turkey 181,923 706,652 1,472,454 738,786 2,599 3,102,414

World 5,061,023 13,032,388 63,906,064 26,513,986 7,137,084 115,650,545

Figure 1. Top ten total Citrus Fruit Producers for 2007*
Source: Food And Agricultural Organization of United Nations: Economic And Social Department
*World’s top producer in each category is highlighted in gray.

In recent years, one of the biggest threats to the Brazilian citriculture is the increase in number of
plant diseases that attack the groves. Such problems, besides making production onerous and de-
pendent on high technology controls, reduce productivity and cause irreversible damages through
tree eradication.

Periodic inspection of groves is essential to early disease detection and prevention.

The S&o Paulo state government was responsible for providing this service. However, limited
financial and structural resources within the Brazilian government jeopardized quality monitor-
ing. In order to support citriculture and adequately address these challenges, orange juice indus-
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tries and producers joined forces in 1977 to create Fundecitrus—Fund for Citrus Plant Protec-
tion. In the 1990’s, the organization developed a research partnership with both Brazilian and
international institutions and universities. Since its founding, Fundecitrus has become one of the
most respected organizations in the world for vocation and innovation in tracking diseases, as
well as for generating and disseminating new technology.

In 2009 this non-governmental organization was re-structured into three areas:

1. Technical—responsible for inspection and producer training. They employ approximately
2,000 assistants and more than 100 coordinators, distributed through 54 regional offices.

2. Scientific—conducts and finances scientific research with about 15 researchers.

3. Communication— provides a communication channel for the producers through an in-
formative bi-monthly magazine and manages the institution’s web site.

An operating budget of nearly $20 million annually is funded through assessments from produc-
ers’ and the orange juice industry. Contributions are calculated on a base collection of $ 0.08 for
each orange box (40.8 kg) delivered from producers to the orange juice industries. The revenue
from each box of oranges delivered from the producer to the orange juice factories, are divided
between producers and factories equally.

Meanwhile, the collection model for contributions was modified in 2008 by a new statute. The
new model proposed a different way to calculate the assessment, by switching from a per box
charge to the number of citrus trees—per property of each associate. This modification enabled
for the inclusion of citrus producers who deliver fresh consumption products to markets.

The new model would generate additional revenue from the factories producing juice, machines
utilized in juice production, inputs and others. The new model provides a wider collection range
by including citrus producers whose products are destined for the fresh market and adding some
additional links into the production chain. However, this new inclusion model created a new set
of questions and challenges for the Fundecitrus management board:

e How to assess the inventory of the citrus groves?

o \What operational procedures are needed to implement this new collection?

e [s this the right time to modify the contribution model or is it still too early, based on the in-
formation that the organization received from the associates?

e How do we get other links within the production chain to contribute to Fundecitrus?
e How do we strengthen our credibility and support for the proposal?
e How can we motivate other agents to contribute to Fundecitrus?
One of the biggest factors effecting the development of group actions in Brazil is resources and

leadership. The majority of non-members simply are not interested in becoming members. These
factors impede any significant change.
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Organizations that want to prosper must respond quickly to the challenges posed by political,
economic, technological, social and environmental regulations. Non-mandatory industrial organ-
izations may experience difficulties in financing, mainly in times of economic crisis. Because
there is no guarantee of economic stability today, it may be necessary to rethink models of con-
tribution. Whether an organization is linked to the citrus industry in Brazil, the dairy industry in
Australia, or coffee industry in Colombia, it is important to know how other contribution systems
are organized in order to gain new ideas and solutions on how to best operationalize it within an-
other organization. This type of information extraction can be accomplished through a tool called
benchmarking.

This paper discusses the challenge of creating a new revenue stream for industry associations and
examines the process that one non-governmental organization went through when it decided to
change its contribution system. This research can serve as a resource and model for others chain
organizations facing similar issues.

Benchmarking

In order to answer the posed questions, a model was developed based upon four pillars: (1)
Benchmarking with other associations—both national and international companies. (2) Interac-
tion with the chain community, through questionnaires, a consulting panel and workshops. (3)
The formulation a contribution model that is more equitable to the participating stakeholders. (4)
A management and control system for the new method. It is important to emphasize that each of
these steps were developed through continuous meetings with the management board of the or-
ganization. This method is synthesized in Figure 2.

The benchmarking method was applied to fifteen organizations, seven domestic companies and
eight abroad. Each representied different production chains and services. Apart from separating
compulsory and non-compulsory contributions, the study attempted to answer three main ques-
tions:

. 2. Submission to 3. New Model of 4. Management
1. Benchmarking ) 2 the Chain ) Contribution: _~ and antrols
Community Operationalization
1.2 International
2.4 Workshop
x x x r
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Steps Details

1. Benchmarking To understand the contribution method of the system that
is being studied. To search contribution models of na-
tional and international industry organizations to learn
their core objectives, value proposition for its their mem-
bership, ways of coordinating the contribution system,
frequency of collection and how their database renewal
works

2. Submission to the Chain Community This is the central issue of the methodology. It should be
conducted interviews with all actors in the productive
chaining using structured and unstructured question-
naires, consulting panel and workshops aimed at increas-
ing the degree of stakeholder involvement across the

chain.
3. New Model of Contribution Operationali- Define the contributions to the private sector, based on
zation their participation and reliance on agro-industrial system

and what are the resources coming from source public
funding. Set to make this charge.

4. Management of Control The results obtained with the global goals of the produc-
tive chain should be measured, preferably with quantita-
tive criteria (increase in consumption, production, em-
ployment, bank profit, etc.) and widely disseminated to
all members.

Figure 2. The Method for Industry Association’s Contribution.
Source: Neves, Gomes and Trombin, 2010.

1. What is the base collection system used by these organizations? What is the collection
criterion used (e.g. based on plant, area, processed volume, fiscal discount)?

2. How is the resource collection carried out (for example: Are bills sent via a bank? Are
discounts given on payments for raw materials? Are taxes collected)?

3. How is the database of contributing members managed and how is data updated?

Results

Notice that from the 15 organizations polled in the benchmarking sample, seven receive income
from compulsory contributions, as shown in Table 1 (Appendix). The international organiza-
tions: IDFA, Dairy Australia and the Florida Department of Citrus, all received contributions
based on processed volume. Dairy Australia, apart from charges based on processed volume,
receives financial AID from the American government to supplement its income.

IDFA is an interesting case. In addition to collecting charges from producers and industry based
on the volume of processed milk, IDFA finds additional ways to collect revenue from
stakeholders through a charge based on turnover from all agents within the chain; all companies
supplying ingredients, equipment, and packaging according to the gross turnover of sales related
to the dairy industry.

It was noted that all the compulsory organizations use a database renewal system that uses a self-
reporting system supplied from contributing members—a process which is not costly to imple-
ment. The collection mechanism for non-compulsory contributions, are completed mostly
through billings sent by banks. Another fact that draws attention is that most organizations have
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a more onerous database renewal system, including constant visits to property and/or use of GPS
and satellite.

Table 2 (Appendix) shows organizations whose contributions are not compulsory. Among the
cases worth highlighting is BSCA (Brazil Specialty Coffee Association), who not only collects a
charge based on planted area, but also has other methods of collection based on exported
volume, nominal collection (different charges for each member category), a charge for
production certification and a charge for the stamp.

Industrial organizations that involve all links in the production chain tend to generate a stronger
contribution system and organization. This paper provides examples of how an organization
could restructure its contribution model to involve more participants in the supply chain. The ob-
jective of this case study is to serve as an example for other industry associations to see how this
association has proposed the contribution to different links in the supply chain.

Under the current contribution model, Fundecitrus’s income is basically composed of contribu-
tions coming from citriculturists, orange juice industries, punctual deposits made by the State
and Federal Government, and other resources that Fundecitrus obtains in Brazil and abroad.

In the new stature, resources for Fundecitrus will consist of contributions and donations from: (1)
citriculturists; (2) nurserists; (3) manufacturers of components used in citriculture; (4) fruit pro-
cessing companies (packing houses); (5) income generating and contractual services such as the
government (MAPA and Agriculture Department of S&o Paulo State); (6) subventions and dona-
tions from individuals, private corporations and other sources.

Constitution of Income in the Present Contribution Model

Citrus Nurserists Producer Subtitle:
i Orange 1 -, Contribution Base:
t___Industry | L2 Processed orange
""""""" box.
Marke
[__Llemon | I Punctual Contributions
[ Tanaerine 1 to finance projects.

& 2

[}

ubtitle:
D Per citrus tree.

Per seedling.

Producer
Stamp “Citriculture

Orange '
Lemon ]
Contributions with
Tangerine 40% of Fundecitrus

budget, proportional
to volume of citrus
products exported

Contribution of toll
and others to be
negotiated.

Figure 2. Fundecitrus income constitution by links of the production chain.
Source: Neves, Gomes and Trombin, 2007.
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Figure 2 shows the origin of contribution in the present model and the model proposed by the
new statute. The new model broadens the contribution base, including growers of fruit for “in
natura” consumption, besides including other sectors of the citrus production chain.

Restructuring the contribution model so that revenues are calculated by trees rather than boxes
creates new opportunities and challenges. The benefits are:

e Higher coverage, since all citrus groves would now be covered in the new calculation ra-
ther than only saleable citrus. This creates a more equitable revenue stream for
Fundecitrus. Inspection costs account for the largest part of their budget, which is already
based on trees rather than boxes. Therefore, they will now be able to charge for this ser-
vice using the same cost generating unit.

e The new calculation model will increase productivity. The more productive the citricul-
turist (box/tree), the lower the amount paid per box. For example, a citriculturist, who
produces on average three boxes per tree, pays $ 0.04 per box. If we consider a unit cost
based on average of $ 0.076 per tree, this citriculturist will pay approximately
$ 0.025 per box.

e Greater citriculturist involvement and participation in the association. Since the trees be-
long to the citriculturists and the new contribution model is based upon the number of
trees, a greater representativeness will occur with Fundecitrus. As a more complex in-
ventory system of citrus groves become cataloged, there are will also be opportunities to
collect additional data such as tree varieties and age. These will create valued added ser-
vices that encourage citiculturist to become more engaged in the strategic decision-
making and planning.

e Producers know in advance how much they will have to pay, regardless of their produc-
tion. The cost will be fixed and it won’t be variable.

However, a big concern among associations and trade unions, which also must be considered is
that citriculturists face a serious situation in terms of economic sustainability due to older groves
that are in more advanced stages of diseases and consequently less productive. These will have
an impact on budgets and are a hindrance to expanding groves and operations. Due to this chal-
lenge, this report aims to suggest possible solutions divided into 8 sub-items: (1) citrus produc-
ers, (2) citrus nurserists, (3) inputs manufacturers, (4) processing companies or packing houses,
(5) the Orange Juice industry, (6) bottling companies, (7) government, (8) service supply.

Management and Control
Alternatives were discussed on how to best operationalize the new model in a short-time period.
A set of alternatives were named Short-Term Solutions. In addition to the proposal, this work

also suggests more elaborate measures that could be implemented after the first two years of the
implementation, that should occurs in the following two years.
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The proposal is explained in detail, following the order of citriculture dependence and im-
portance in relation to the volume of contributions. Table 3 shows all the solutions proposed and
summarized, per agent involved in the chain, for short and long-term implementation.

Table 3. Solutions for deployment for short and long-term

Item

Short-Term Solutions
(2 first years)

Purpose from the third year ahead, but
that must be developed immediately

Citrus Grower
Contribution

Maintenance of the actual model for more two
harvests.

Conquest groups and producers that do not con-
tribute to re-contribute

To star immediately the procedures to operation-
alize the 3rd year purpose.

Research of the number of citric trees owned by
the citrus growers, through declaratory act or
with the government help to use National System
of Rural Register (NSRR) or the Rural Territori-
al Tax (RTT).

Use Geo-referencing System

Contribution of US$ 0.076 per citric tree.
This value equates to the current contri-
bution of US$ 0.04 per box, considering
the historical average yield of 1.9 boxes /
tree. The purpose from the 3 year ahead
can be anticipated when Fundecitrus has
the correct data for the groves age. Con-
tributions vary according to the tree age.

= New Tree = US$ 0.03

= Grown Tree = US$ 0.076
Another option is:

= New Tree = US$ 0.00 (zero).

= Grown Tree = U$ 0.089

Orange Juice
Industry
Contribution

50% of the Fundecitrus budget (US$ 19.5 million
in 2007/08) will be divided proportionately be-
tween industries in accordance with the market
share of each one, based on SECEX data joined.

Gradual decrease of the industry partici-
pation in the Fundecitrus budget, with the
average between 30 to 40%.

Citrus Nurseries
Contribution

Contribution of US$ 0.01 per commercialized
stem.

Include the contribution of graft-stocks,
with proportional value for the stem
based on the production cost.

Inputs Suppliers
Contribution

Contribution of 0.5% of gross revenue of the
company with the citrus industry. However, the
company can use in their communications mate-
rials for a trademark such as "Friend of Citricul-
ture,” which will certify that the company con-
tributes to the citrus tree protection. Agreement
of Fundecitrus with industry associations or com-
panies.

Check whether the contribution of 0.5%
may increase depending on the trademark
recovery and recognition by the citrus
growers.

Packing Houses
Contribution

Contribution of 0.5% of the company gross with
citrus. On the other hand, authorization to use the
trademark "Friend of Citriculture”.

Join the MAP to link the CFO emission
only for products grown or derived from
citrus groves that have a Fundecitrus cer-
tificate of inspection.

Packaging
Companies
Contribution

Individual negotiations with the packaging com-
panies. It is also recommended 0.5% of benefits
with citrus to use the Fundecitrus trademark.

See how this contribution can increase
according to the time, if there is the
trademark possibility and acceptance are
big.

Government
Contribution

Negotiate 50% of taxes collected in tolls created
from the handling of citrus products to be trans-
ferred to the tree defense and a supplementary
budget for special projects through FAPESP,
Department of Agriculture and other state and
federal organizations.

ICMS credit recovery and other forms.

Source: Neves, Gomes and Trombin, 2010.

© 2011 International Food and Agribusiness Management Association (IFAMA). All rights reserved. 222




Fava Neves et al. / International Food and Agribusiness Management Review / Volume 14, Issue 4, 2011

Managerial Implications and Discussion

The purpose of this paper was to show how industrial organizations can expand their current
contribution method to include a wider distribution network by including other links in a produc-
tive chain. To achieve this goal, a case study approach was developed which identified critical
factors important to the success contribution system planning process. The factors identified
were: (1) to utilize communication mechanisms in order to educate and enhance awareness
showing the importance of the association to all stakeholders, (2) to ensure transparency in the
contribution collection, and to (3) hire an external audit to enhance credibility.

Although the method has been applied in the case study described in the paper, the new contribu-
tion model has not been effectively implemented yet, preventing a full statement about its effec-
tiveness. This method can be utilized and adapted to any industry association; however it re-
quires adjustments, depending on the specificity of the chain.
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