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CEOCAFEN: PROVIDING HOPE IN AN UNSTABLE MARKET

Letter to Instructor



Case Synopsis

This case explores the viability of an inexperienced coffee cooperative buying a dry processing mill in Nicaragua.  The Center of Northern Coffee Cooperatives (Cecocafen) is only two years old and believes that it is vital to their social mission and business strategy that they control the entire production chain to improve quality and ensure consistency of its product.  The cooperative faces substantial challenges in completing the transaction, including executing a successful business model in the face of extremely volatile market conditions and uncertain political and economic stability.  Furthermore, there is no precedent to follow, as no cooperative has ever attempted to purchase a mill.  Only a thorough examination of the numerous risks and uncertainties facing Cecocafen will determine whether or not the transaction is feasible.

Objectives of the Case

Primary objectives of this case include: 

· Risk assessment of the coffee industry

· Risk assessment of the political, economic, and social environment in Nicaragua

· Analysis of Cecocafen’s investment decision

· Analysis of a foreign bank’s investment decision with respect to both financial and economic rate of return

· Identification and evaluation of real options

· Evaluation of supply chain control in an industry which provides the economic foundation of an emerging market 

· Qualitative analysis of the social impact of the cooperative system and specialty coffee 

Other Documentation

Included in the case package are:

· Case

· Teaching Note

· Presentation (PowerPoint format)

· Spreadsheets with case exhibits, company financials, and valuation
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