
Linking smallholders sustainably to business  
 
From discussions that the A+FS Focal Point team held with programme managers from implementing 
agencies and SDC in Asia, Africa and Latin America, it becomes very clear that almost everywhere, 
where Switzerland works in agriculture and development, the idea of private sector involvement surges. 
The A+FS network members repeatedly ask to be provided with more ideas on how to link smallholders 
successfully and sustainably to agri-business.  
 
Upon the request from the A+FS focal point, I would like to introduce you to a report that was sponsored 
by the e+i network in 2015, and which continues to be highly relevant. This report looks at small farmers 
and agri-businesses and zooms into farmers’ schemes where they act as active commercial partners 
rather than aid recipients. 
 
The report analyses how pioneer companies and organizations have sustainably increased the income 
and livelihoods of millions of smallholder farmers around the world, by working with them.  
 
By rigorously comparing the performance of 15 successful organizations worldwide, the study singles out 
13 deep insights on what it takes to create more wealth along the agricultural value chain. Some of 
these insights are featured below: 
 
Contrary to the belief that only larger farms can be attractive business partners, the study demonstrates 
that some companies manage to increase their margins significantly when they start working with 
smaller farmers, along with diversifying their supply sources – a long-term competitive advantage. 
 
It highlights how investing into farmers’ productivity, notably by transferring new technologies (e.g. micro-
irrigation systems, or hybrid cows), can result in farmers’ doubling their net incomes in only one year. 
Such investments may therefore be way more powerful than interventions that seek to redistribute wealth 
along the value chain (e.g. by removing middle men or providing higher prices to farmers). Technology 
also has the potential to create momentum that will change things in the long-term: Larger and more 
successful farmers should also be in a better position to negotiate prices and contracts for themselves, 
empowering them in their dealings with others. Encouragingly, the study also points out that these 
interventions can be financed sustainably.  
 
It argues that value chain disintermediation strategies (e.g. linking farmers directly with manufacturers 
or setting up cooperatives that ensure harvest collection, processing and re-sale of produce in-house) 
often brings limited additional income and will not transform farmers’ lives fundamentally.   
 
It highlights that working with small farmers comes with great responsibility, as one also needs to find 
ways to protect the more vulnerable ones from failure, even if insurance hardly sells. In fact, the study 
gives insights on how to ensure farmers get protected nevertheless. 
The way that IT can change dramatically the economics of working in rural areas is extensively 
discussed in the report as well. 
 
A key area of concern for agro-businesses is that they need farmers to respect their engagements 
(e.g. refrain from side-selling and repay credit on time). The report outlines what motivates farmer loyalty 
and discusses the various strategies to increase it. This includes designing a system of rewards and 
penalties or providing attractive holistic services and products for farmers.  
 
Finally, the report discusses the performance of ‘benevolent’ organizations, such as cooperatives. The 
report demonstrates that in reality cooperatives and other farmer-owned intermediaries do not outperform 
more commercial organizations in terms of value creation and value capture. 
 
Do read the report or the summary yourself. You may also want to have a look at additional resources 
on the e+i network related to the topics, such as links to 2 webinars, further articles and blogs.  
 
The study was prepared by Hystra, with the support of the Swiss Agency for Development and 
Cooperation, Danone Ecosystem Fund, responsAbility Investments AG and C&A Foundation. For further 
questions and remarks, or interest about actual initiatives that SDC is supporting as a result of this study, 
please contact the lead author, Jessica Graf at jgraf@lefilconsulting.com. 
 

http://hystra.com/s/Small-Holder-Farmers-and-Business_2015_.pdf
http://bit.ly/1WOGrKd
http://hystra.com/smallholder
http://hystra.com/smallholder
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