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Abstract

With smallholder farmers identified as the coresefveral recent development programs,
coupled with the very important role agriculturencplay in the eradication of extreme
poverty, hunger and food insecurity in the worlcheTaim of this paper is to identify
conditions necessary for smallholder farmers toitabge on new business opportunities
emerging from the reorganization of supply chainsuad the world. A comparative case
study approach provides views on the most favoarabhditions. The research makes use of
an extensive literature review on patterns and tcaimés to agricultural marketing in Sub-
Saharan Africa to identify potential areas for imémtion by different stakeholders. The main
focus is on the role NGOs are playing in marketmted smallholder agricultural
development in this part of the world. Selectedotles, business model frameworks,
concepts and principles like stakeholder theorgndaction cost theory, the concept of
collective market and Oxfams five principles ofkiimg smallholders to formal markets are
used to analyse the ability of NGO proposed busin@®dels in meeting smallholder
agricultural development challenges. Empirical dataanalysis was gathered from four (4)
agricultural projects in three (3) different SSAuntries (Kenya, Uganda and Zambia),
pioneered by three different international NGOs;e8ish Cooperative Centre and FARM-
Africa. Collective action was identified as the model NGE®@s applying as a best option for
smallholders to overcome barriers to entry intdhhuglue markets, with group characteristics,
type of product and market, institutional arrangetagthe role of facilitators and the external
environment emerging as determinants of succesanrcollective action initiative. NGOs
acting as facilitators are expected to have vesgrcéxit strategy, as this is crucial for project
sustainability. NGOs should concentrate more oildimg the capacity of smallholder farmer
groups such that they are able to conduct busioegheir own and be able to stay in the
market even if NGO support ceases.
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1 Introduction

Smallholder farmers are at the core of severalnteegricultural development programs
(WEF, 2010). The world lately has been experienemgjor shifts in consumption patterns,
marketing approach, production and trade (McCulhoetgal, 2008). These shifts are resulting
from changes in incomes, population growth, as agltechnological changes for managing
food chains (ibid). The understanding of this changing economic tmm$ and the
identification of possible opportunities and chadles it may present to different stakeholders
is very important ipid). Also important is the need to analyse how chagdrends in the
organisation of food systems and supply chaing#ieeting smallholder producers especially
in developing countries. With increased recognitdthe important role agriculture plays in
hunger, poverty reduction and rural developmenganizational changes in developing
country food systems are becoming inevitable (IFRD10). NGOs in the past decades have
gradually turned out to be major players in thivedlepment agenda, with an increasing
amount of development aid being channelled throingim (Kindness and Gordon, 2001).
NGOs deliberately work in remote and disadvantagechmunities where their principal
target population are the poorest househaloisl)( Most of these poorest households who
constitute the principal target of NGOs have agdtice as their main income generating
activity. Reasons why some NGOs are becoming verglve in agricultural development
activities as an option for promoting their broadeifare goalsibid). Some NGOs like the
Swedish Cooperative Centre, TechnoServe, FARM-Afri€CARE international, Oxfam
Agriterre, just to name a few have even adjusteeir tlaltruistic purpose inorder to
accommodate business oriented activities withiir thevelopment strategies as their focus is
gradually shifting towards longterm developmentlgdiid). The issue at stake right now is
to know how much have NGOs achieved with this nppr@ach, how are they achieving it
and how far can they go with this new approach?

1.1 Problem background

In one of its recent publications, the World Ecomororum cited that Agriculture can
better fulfil the world’s most basic sociakeds” (WEF, 2010, 4). But more than a decade
after the adoption of the United Nations Millenniudevelopment Goals (MDG), with the
first goal being the eradication of extreme povertg hunger in the world by 2015, the world
is yet to witness a major change in agriculturabdoiction in some parts of the world
(Rosegrantet al., 2006). A majority of the rural population in Eassia and Sub-Saharan
Africa who rely on agriculture for their livelihoostill live below US$1.25 per day (IFAD,
2010, 16). For most of this rural people, agriadtis their most likely escape route from
poverty and hunger, either directly as smallholidemers, or indirectly as farm labourers,
with women contributing a bulk of the farm laboWEF, 2010; World bank, 2002; World
Bank, 2004). The extents to which these small scatd farmers can rely on agriculture for
poverty alleviation greatly depend on their abitibyimprove productivity and access markets
for agricultural produce (IFAD, 2010). Agriculturactivities therefore do not only produce
some of the most basic goods for human livelihdad, to a certain extend contributes to
social stability and also enhances human and ecendevelopment (FAO, 2010; WEF,
2010). It is based on this relationship between fdwner and the society that most
agricultural development strategies and programesstthe need for increased productivity,
with aim to ensure food security as well as growmtincome (IFAD, 2010).



This unfortunate situation presents an urgent rieedew policy options and intervention in
agricultural development especially in Sub-Sahaidnica (SSA) (SCC, 2007). Programs
which if well implemented could stimulate productiand increase income to farmers by
means of greater production and higher prices. @gdicultural development programs could
stress market-oriented production, while consertirgnatural resource base and preserving
the landscape of the countryside. Agriculture hashe efficient, competitive, and most
importantly environmentally friendly (Nyberg, 2010)here is also a need for a change in
public perception of agriculture especially whemfeng in some countries in SSA is still not
yet fully regarded as a potential commercial attiiiarmers need to be encouraged to put in
more effort towards the intentional production of ‘®xcess" which can be absorb by the
market.

1.2 Problem

Judging from several publications by various inétional development agencies like the
World Bank, FAO and OECD, countries in Latin Amear@nd Asia are enjoying a substantial
gain in food production and real income (FAO, 20@85), whereas Africa is the only
continent where food production per hectare has leelining (FAO, 2006). Figure 1.1
below depicts graphically, differences in yieldscefeal production per hectare between SSA

and other regions of the world, from 1960 to 2005.
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Figure 1.1 Yield gap for cereal production per legetbetween SSA and other regions of the
world.

It is clearly visible from figurel.1 above that S8bharan Africa remains the only part of the
world where yields per hectare are yet to withnassincrease. In addition, capital and
productivity per worker in Sub-Saharan Africa aosvér than in any other region of the
world, despite enormous government investment e agricultural sector in several Sub-
Saharan African countries in recent decades (FAIDGR Remarkable progress is yet to be
experienced in this sector. There is thereforergent need to examine every fact regarding
agricultural development in Sub-Saharan Africa, fited out the reasons and possible
consequences of this slow growth. Food price s$izgisn recent years show a trend of
increasing prices for food crops, and consideriagms by some researchers that small scale



farms may be or are more efficient than large farths presents some opportunities for
small scale farmers (Wiggins, 2008). But unfortehgtthere is continuous marginalisation of
small scale farmers, as most research on agrialifpmoductivity has been in favour of large
scale farming, where as small scale farmers stk thigh transaction cost and other food crop
commercialisation related challenges (Hensbral. 2008). Reasons why a broad network
collaboration of most relevant stakeholders likeelinational donor agencies, NGOs (both
national and international) multilateral organieai, government and private extension
organisations, input suppliers, retailers, finahmatitutions, farmer cooperatives and farmer
organisations is required to effectively provideadlhrolder farming sector with improved
support for its development (SCC, 2007b). The futaf the small scale farming sector's
ability to prosper in agricultural production andmketing will depend on strengthening their
performance in marketing systems which serve ssaale farmers (Wiggins, 2008).

1.3 Aim and delimitations

The aim of this project is to analyse how somehaf &gricultural development programs
initiated by some NGOs and international agencasiess challenges faced in Sub-Saharan
Africa, with a focus on smallholder agriculturabfibcrop production/marketing development
programs. Specific research questions of interest a
* What business models are NGOs applying for the Idpmeent and support of
smallholder farmers in Sub-Saharan Africa?
* Who are the stakeholders?
 How can a business model influence the performahsenallholder farmers and how
are they facilitating favourable market linkagesgmallholder farmers?
« What factors are responsible for the success sEth&sO proposed business models?
« And what are the measures put in place by the warddGOs to ensure sustainable
success when external support ceases?

This study has been delimited geographically, dgagghically, theoretically, sectorally and
also interms of time and number of case studied. Seographically, the study focuses on
agricultural development in the Sub-Saharan regfdhe African continent. This region has
been identified amongst those regions in the wairlgreat risk of food insecurity and
poverty, and with most of the populations stilitig on less than US$1.25 per day (IFAD,
2010, 16). Figure 1.2 below differentiates the-Sedtharan region from the rest of the
African continent.
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Figure 1.2: Map of Sub-Saharan Africa.

Though the Sub-Saharan region is made up of 4&erent countries, further geographical
delimitation has been done, to involve only thosentries where the chosen NGOs have
carried out projects relevant to this study. Thantoes in question are Kenya, Uganda and
Zambia.

Demographically, the study shall focus only on shwddler farmers, eventhough agricultural
development usually involve both large scale adpiical parastatals and smallholder farmers.
Further delimitation has also been done, with retsfgethe number of case studies chosen for
this study. Two out of the numerous NGOs involvadAgricultural development in SSA
have been chosen for this study. And four (4) cetepl projects carried out between the year
2000 and 2010 in the portfolio of these two NGOallshe used for empirical studies.
Reasons to motivate both the choice of NGO, prsjertd time frame are presented in
Chapter 2 (Method), of this report.

Theoretically, the stakeholder theory, transactiost theory, the concept of a business model
and the concept of collective action are the tlesoand concepts chosen for the analysis of
the empirical data for this study, eventhough thare numerous theories, models and
constructs on sustainable business developmentketiray, organisational structure, co-
operatives and supply chain management, which coale significant implications on the
outcome of the analysis of the empirical data is $itudies. Arguments to motivate the choice
of these theories and concepts are presented ptectizi(Method), of this report.



1.4 Outline

The structure of this paper is presented diagraaltiin Figure 1.3 below.

Chapter 3
LiteratureReview
Chapter 1 Chapter 2 Chapter 4 Chapter 6 Chapter 7
Introduction Method Theoretical Framework Analysis and Conclusion
discussio
Chapter 5

Empirical bacground &
Empirical data

Figure 1 3 : Structure of thesis report

The paper begins in Chapter 1, with an introduc¢taamsisting of a brief presentation of the
problem background, the aims of the study, applecatelimitations and definition of
keywords and terms. Chapter 2, presents the metpplied. In this chapter, data collection
techniques, analytical approach, choices of casiest and theories, are presented. Chapter 3
is an extensive literature review of key conceptd parevious work in alternative field of
research. In Chapter 4, there is the presentatiaimeo theoretical framework used in the
analysis of the empirical material collected. Cleafd consist explicitly of empirical data,
both primary and secondary, of the various casdiegwchosen for study. Chapter 6 presents
an analysis of the empirical data collected, by im@kuse of the chosen theories and
concepts. This chapter also discusses the andlggmalts with findings and opinions of other
researchers who have conducted previous researelated area(s). The last but not the least
is Chapter 7, with concluding statements, and rewendations for further research in this
area.

1.5 Definition of terms
The following definitions are provided to facilieathe understanding of this thesis report.

1.5.1 Agribusiness

At first thought, a probable definition of Agribngiss would refer to it as a large scale
business whose revenue comes entirely from agureulBut this definition doesn’t clearly
identify its scope and nature. In an attempt tontidie the scope and nature of agribusiness
activities, Collins English Dictionary, (2003), defs agribusiness as the various businesses
involve in processing, distribution and supporfain production. Woolvertoet al, (1985)
also thinks the scope of agribusiness should csupply industries, commaodity processing,
food manufacturers as well as food distributorstiBugsiness therefore should be regarded as
a differentiated activity that systematically goem the agricultural producer, to the
distribution of final products (Binott@t al, 2004). According to Binott@t al, (2004),
agribusiness operations cuts across the agricukecor, industry sector and service sector,
with modern farmers being regarded now as spetiallsose operations have grown beyond
just growing plants and raising animals. The Aneridieritage Dictionary of the English
Language in its updated version of 2009 extendedldfinition of agribusiness to include the
manufacture of farm equipment and machinery. Ferplwrpose of this study, the idea raised
by Samuelet al., (1996), seems most appropriate. They are of theiaypthat agribusiness
has evolved from just having its roots in agrictdtueconomics, to an established



management science that covers agricultural pramyctarm management and agricultural
marketing.

1.5.2 Business model

The term “business model” may be viewed differentlydifferent disciplines, different
perspective and in different subject matters. Tiign indication which reveals that most
scholars do not yet agree on what is refered ta ‘dsisiness model” (Zott al, 2010). A
good starting point for any discussion on busimasdel creation therefore is to first establish
a clear understanding of what a business modehlitis. This concept should be well
understood, simplified and relevant, so as to ifatd description and discussion. Zettal,
(2010), while carrying out a literature review omslmess models found out more people are
accepting the notion that a business model is tairanalysis which presents a systematic
perspective on how firms should do business, wiaiking into consideration organizational
activities. They believe business models presdmiligtic approach towards explaining how
organizations/ firms do business. Osterwalder agdder, (2009, 14), in their handbook for
business model generation defines a business nagd#él rationale of how an organization
creates, delivers and captures valuerom this definition, a good business model stidae
able to show how a firm intends to make money, iah@s to reflect the four main areas of
business, that is the customer, the offer, infuastire, and financial viability (Osterwalder
and Pigneur, 2009). Vorlegt al, (2009, 3), are of thesame opnion that the bsgsimeodel
concept is linked to business strategy and businpssations. They consider a business
model to be a description of how a firm organigssli and its relationships inorder to create
and capture value. All two definitions above aré@ejgsimilar to an earlier definition by Shafer
et al, (2005, 202), who defined a a business modehasgresentation of a firm’s underlying
core logic and strategic choices for creating araptring value within a value network.”
Firms can only creat value when they are able fieréntiate themselves from competitors.
And what differentiate a firm from its competitaee its core competencies, capabilities and
positional advantages (Johnssatral, 2008)

It is interesting to note that key issues like tialcreation” and “value capture” keep
repeating in all three definitions above. Howewemore simplified and explicit definition
which is adopted for this study, is the definitiop Magretta, (2002, 4), presented in Zeiit
al., (2010, 6), where he/she defines a business nasglel
“Stories that explain how enterprises work. A goadifiess model answeres Peter
Drucker’s age old questions: who is the customan@ Wwhat does the customer value? It
also answers the fundamental questions every mamagst ask: How do we make
money in this business? What is the underlying @oam logic that explains how we can
deliver value to customers at an appropriate cost?”

1.5.3 Collective action

Collective action occurs when farmers cooperate d#rcommon purpose or benefit
(Wandschneider and Yen, 2007). Farmers may coaperajet together to improve access to
markets or to improve access to farm inputs. Wheattered smallholder farmers bulk their
produce inorder to access urban markets or progeswiustries, this marketing arrangement
is formally refered to as Collective marketing GTon, 2010). Most farmers in developing
countries have found out that they can increase theome and efficiency by joining with
other farmers to market their produce and also dibectively purchase farm inputs and
increase access to technical assistance (Rolkebiak, 2004). Commonly cited examples of
collective action arrangements are cooperativesjymer associations, and village enterprises
amongst others.



Collective action, be it for market access, actedmance, access to inputs and/or technical
assistance may occur occasionally or on regulaisbasd such arrangements may take the
form of formal or informal structures (Wandschregidnd Yen, 2007). Informal cooperation
may occur when farmers decide to exchange labounglharvest periods. This is common
amongst neighbours, who need help to harvest andémisport very perishable crops.
Therefore these opportunistic and flexible collestaction may emerge in response to a
particular need or opportunity and usually therenasneed for establishing a well defined
group nor does it require any formal group managers&ucture, since the need is short
leave (Wandschneider and Yen, 2007).

Formal structures which are of much interest tonay emerge when farmers act collectively
on a regular basis through a group organisatiors ifay either be a farmer association or a
cooperative ipid). Usually, cooperations of this type have more iners, very complex and
costly to manage. They always have a particulapgae which all members share, a defined
size, a status and institutional arrangement, andarmers within a specific geographical
region (bid).

1.5.4 Non- Governmental Organisation

A Non- Governmental Organization (NGO) has beemdédfas a non-profit, voluntary group
which is organised locally, nationally or intermatally (www, ngo, 1, 2011). The activities of
NGOs are organised around specific issues suclo@al svelfare, human rights, health,
environment, poverty and agriculture.

NGOs can also be understood by their orientaticoh lamel of operations (www, gdrc, 1,
2011). Orientation maybe charitable or serviceradé (bid). With charitable orientation, the
NGOs activities are directed towards helping ther@nd/or relief activities during a natural
disaster or crisis. Whereas service-oriented NGi@seagaged in the provision of services
such as education, health or family planniigd}. Another type of NGO orientation which is
of much interest to this study is; empowering daéon. NGOs with an empowering
orientation may aim to help poor people develog&ebenderstanding of political, social and
economic factors affecting their liveibifl). Most at times, empowering NGOs may develope
spontaneously due to a problem or an issue, wittkevse from the NGO playing a facilitating
role in developmentlgid).

Although many NGOs may share similar goals, thppraaches vary. Kindness and Gordon,
(2001), distinguish NGOs as either welfare orientedousiness-like. Business-like NGOs
according to Kindness and Gordon, (2001), wouldrac# and harness commercial activities
to promote their objectives. The social and commeabjectives of this kind of NGOs are
not mutually exclusive. The role these commercalvaies play within the development
strategy, and the competence with which these iaeivare planned and undertaken varies
considerably amongst those NGOs who are preparedeacommercial activities to achieve
their social objectives. NGOs try to balance markesuccess with the social benefit needs of
beneficiaries ipid). NGOs have realised they can pursuit their dgreknt objectives by
embarking on small enterprise development work.irBss-like NGOs now focus on the
promotion of small-scale enterprise and marketsm@raapproach to sustainable development
(Kindness and Gordon, 2001).

Based on levels of operations, Cousins, (1991) distinguishes two types of NGOs;
National NGOs and International NGOs. National NG&#’e NGOs whose activities are
limited in a particular country, but they may hadwanches in different states and cities and
also assist other local NGOs. International NGQuroonly refered to as Northern NGOs are
mostly involve in funding of local NGOs, institutis and projects. Northern NGOs are



mostly based in industralised countries, but atevelg involve in poverty alleviation and
development in developing countries (Matenga, 208bme northern NGOs may undertake
their activities directly in a developing countoy,they may be involved indirectly by funding
local organisations.

The principal focus of this paper would be on thosghern NGOs whose operations involve
direct intervention and actual execution of a depmlent activity in the south. These kinds of
NGOs usually mobilise financial as well as materi@sources, and make use of volunteers to
carry out a variety of projects in different ard¥¢illetts, 2002). They often operate with a
main head office, which coordinates budgets, plaojepts, and communicate with
operational fieldworkerskid).

1.5.5 Small farms

The definition of small farms vary with differesburces eventhough the most common
definition is that which considers small farms hese with less than 2hectares of cropland
(Hazellet al, 2007, 1). Other criterias used in distinguistsngall farms from large identified
by Hazellet al, (2007) are level of technology, orientation obguction and kind of labour
employed. The level of technology used in smalinfris low, with high dependency on
household labour, with most of the production destifor household consumption (Hazsll

al, 2007). There is a substaintial overlap betweeallsiarms, family farms, and subsistence
farm (Lipton, 2005). Family farms are those farnfseve the labour use is essentially from
the family. In parttime farms, the farm managerates most of her time to other activity,
which is a main source of her incombid). Subsistence farms on their part are mostly for
growing staple crops (Lipton, 2005).

The US Department of Agriculture defines a smaififas “a farm with a gross farm income
of less than US$250,000 per year “(Poole, 2004, Thjs definition does not take into

consideration size, orientation, labour nor tecbggplused. Most of the farm operators do
farming as a form of commercial activity, with madtthe farmers coming from a non-farm
background (Poole, 2004).

The context also matters, average farm sizes vémedween countries, for example, the
average farm size in Latin America could be moenthOhectares, where as in India, average
farm size could be less than lhectare (Hazedll, 2007, 1). Smallholder farmers in India are
those marginal and sub-marginal farm households dan or/and cultivate less than 2
hectares of land (Singdt al, 2002, 3).

It is very important to make this clarification @rhat is referred to as a small farm, because
whatever characteristics which are identified wotdde an influence on the development of
strategies and policies suitable for small farms. fhe purpose of this paper, small scale
farmers are those farmers who cultivate on croplah@.25 to 3 hectares and/or keep a
maximum of two animals and make use of traditiamap and livestock husbandary methods
(Temu and Temu, 2006, 3).



2 Method

The research follows a case study research apprbaatving inspiration from Perry (1998,
787), “case study research is concern with desgilbeal world phenomena, rather than
developing normative decision models.” A recommenhaeethodology for a case study
research is one that operates within the realisradogm (Perry, 1998). By this, there is a
blend of both inductive and deductive approachest, is, the methodology shouldn’t only
emphasizes the building of theories, but should @&orporate prior theories on related
topics (Perry, 1998). In other words, a good casedysresearch approach is characterized by
the researcher making deductions from their datdyais based on theoretical issues that
were raised in the literature review.

2.1 Choice of method

Robson (2002,178) defines a case study researthaastrategy for doing research which
involves an empirical investigation of a particuleentemporary phenomenon within its real
life context, using multiple sources of evidencé&lie word empirical and the phrase
"particular contemporary phenomenon within its rd#é¢ context are of great interest.
Firstly, "empirical” identifies the need for the IExtion of evidence (data) about what is
going on, while ” a particular phenomenon withineal life context” tells you that the study
is "specific’ and care must be taken before anyegalizations are made. In a real life
research, it is necessary to have substantial lednel of a phenomenon of interest before
setting up any formal experiment/research (Rob2662). A realist researcher makes use of
previous experiments and research, theories aneha@igons to build his/her knowledge and
understanding of the mechanisms through which Horgs) evolve or interact to produce an
outcome, and the various context which providesidleal conditions for the mechanism to
operate (Robson, 2002). Robson, (2002) also resegrihe fact that they may be more than
one mechanism involve in a particular situatiord aether a particular mechanism operates
or not would depend on the context.

After conducting an extensive literature reviewretated analytical models, constructs and
theories, as well as research issues identifigtignarea of study, data for empirical analysis
was then collected from both primary and secondamyrces. Primary sources constitute
answers to structured questions of qualitativerumgs with senior staffs working at the

head office and regional offices for East and SewthAfrica of the Swedish Cooperative

Center as well as from senior staffs of FARM-Aériat the regional offices in Kenya and
Uganda.

Secondary data on the other hand was obtained Soamtes like books, journal articles, web
pages on issues relating to agricultural developmenSSA and most importantly field
reports and publications of the various case ssudie their programs and agenda for the
African continent. The results obtained from thepemal findings was analysed and
compared with appropriate theoretical issues rarséie literature review.



2.2 Literature review

The literature review for this paper builds on ardepth review of journal articles written in

the area of agricultural development in Sub-Sahafaica. The extent to which information

contained in various articles were reviewed depérmaethe focus of the writer(s), and how it
relates to the areas of interest of this study.tMbshe review entailed detailing of historical
perspective of events and the level of involvememd interaction of various stakeholders
concern with different agricultural systems in 88A region. The outcome of this literature
review inspired further research into new developi:ieand interventions in agricultural

development in SSA. NGOs were identified as keyeqs in agricultural development in

SSA, and selected business theories were usedatgsansustainability of selected NGO-
initiated smallholder farmer development projects.

The search for journals was conducted in threeqshas

Phase 1: Identification of potential sources of articles

The starting point was a review of reports andcculision papers relating to agricultural
developing challenges in Sub-Saharan Africa, onRbed and Agricultural Organization
(FAO) website. The principal idea behind this wabave a clue to possible keywords, search
terms and how to identify relevant articles. Thestraccessible databases identified were e-
journals from databases like Emerald, JSTOR, Seigmect, Willeyinterscience and archives
of the FAO and IFPRI.

Phase 2: Retrieving of articles

After identifying possible sources of relevant @ds, the next step was to access these
articles from the databases of the SLU and Nordiican Institute libraries. A reference
database like Google was also use to source fiotesTable 2.1 below summaries some of
the search terms used to retrieve potential asticle

Table 2.1: Search terms used in retrieving articles

TEXT ALL TEXT |AND |TEXT ALL TEXT AND |TEXT ALL TEXT
Agriculture Sub-Saharan Africa Challenges
Agricultural Africa Constraints
Marketing West Africa Difficulties
Agricultural East Africa Opportunities
development Southern Africa

Agricultural policies Developing countries

Agribusiness

Food crop marketing

Smallholder farming

More than 1500 articles were reached, and the teesidre refined base on three criteria:
1- Only articles written after 1990 were relevartie period from 1980's is very significant in
SSA agriculture, because this was the period whest ®SA countries started liberalising the
marketing of agricultural produce, as part of thsiructural adjustment programs. And
10years after is good time for any effective analys

2- There was a preference for articles based om stasly research, either using a particular
country, region or crop. From a personal pointiefw it is easier to understand and compare
researcher's findings and opinions, when they Isavdlar interest in a particular regions,
countries or crops.
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3- Thirdly, there was also an overwhelming interesdrticles written by researchers based in
Africa, as it is believe they may be more famik@th some non measurable aspects which
may have significant impact on the outcome of teaidy. But strangely, most of the articles
reached were either written by researchers bageiiope and America, and working for an
international organization or educational instauti

The reference list of most of the articles reachad also served as a potential source for
more articles.

Phase 3: Categorisation of Articles

The articles identified were then categorised lfirsiccording to geographical regions
(Southern Africa, East Africa, West Africa and Qah#frica) and then according to year of
publication. This arrangement is presented in Tal#ebelow.

Table 2.2: Categorisation of articles

Year of publication No of Articles related to particular regions

East Southern Central West Africa| TOTAL

Africa | Africa Africa
1980-1990 3 3 2 2 10
1991-2000 10 12 8 8 38
2001-2005 10 10 8 9
2006-2010 16 12 11 12 37

50

TOTAL 39 37 29 31

From Table 2.2, it can be noticed that the greatastber of articles are written on research
carried out on agricultural marketing mostly inteasd southern African countries. It could
also be noticed that interest in this area incitaggnificantly after the year 2000. A possible
reason for this increased interest could be théeRhium Declarations by the United Nations,
and the adoption of the Millennium Development Gg@IDG) in 2000. With the very first
of the goals being the eradication of extreme pgvand hunger by 2015 (Rosegrattal,
2006). Africa south of the Sahara constitutes eemal target group. It is also worth
mentioning that articles which were written on Sdharan Africa, Africa and Developing
countries as a whole were counted in all the reggion

As earlier mentioned, the principal purpose of titisrature review was to identify some
conceptual issues which have been distinguishedanbst researchers to have significant
impact on agricultural marketing, specifically ii8&. Also, though not explicitly specified,

during the analysis of the articles, there were esdmnoad ideas which facilitated the
understanding of the content and context of theuararticles.

Firstly the nature of the agricultural commodity guiestion. Different commodities have
different characteristics, and usually, the chamastics of every agricultural commodity have
a significant impact on its marketing arrangememd hence different marketing constraints/
challenges.

Secondly, considering the fact that there was @ngtipreference for articles based on case

study research from different countries and/oredédht commodities, with an aim to cut
across different cultures, religion, political, aomic and social systems, as well as different
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climatic and geographic regions. Such factors t@ay mmave considerable implications on the
analysis of agricultural systems in different coigst

2.3 Qualitative interview

Qualitative interview are the most appropriate wiien wish to get a respondent’s view of a
phenomenon.Lindlof and Taylor (2002), in their bodRualitative Communication Research
Methods refers to qualitative interviews as an intervigith principal objective to establish a
description of a respondent’s view of a phenomeon, try to interpret the meaning of this
described phenomenon. Robson, (2002) considenvienes as a flexible and adaptable way
of finding out things, as it provides a possibilitymodify a line of enquiry, to follow up on
interesting responses, and also to investigaterlymg motives. On the otherhand, Robson,
(2002) also thinks interviews are time consumingpeeially when it requires careful
preparation of notes, making appointments to visgcuring permission, rescheduling
appointments in the event of crises, and transonptin cases where a tape was used.
However he advices that a good interview shoulc tdle form of a conversation, with
straightforward questions which gets the interviewetalk freely and openly, while keeping
the interview session as short as possible (RolZai2,274).

Field officers working on agricultural and ruralvéédopment programs for Africa at the
Swedish Cooperative Centre as well field and extenstaff working on smallholder
agribusiness development at regional offices incafrof FARM- Africa, were interviewed
based on project reports published, to get theiniop on issues related to the business
models they have put in place to tackle those ehg#s related to smallholder agricultural
development in Sub-Saharan Africa specifically.

2.4 Choice of case studies

The choice and number of case studies for a péaticesearch as proposed by most writers
should greatly depend on the researcher’s judgniketticy would be appropriate to draw
conclusions and make theoretical generalisationsritinal issues. Perry (1998, 792), suggest
that “multiple case studies should be used because tlmey eross-case analyses to be used
for richer theory building Also, quoting Yin, (1994, 45) in Perry, (199892), ‘multiple
cases should be regarded as multiple experimentspat multiple respondents in a survey

With regards to a recommended number of caseg, wrders do not yet provide any exact
number or range for an acceptable number of cgge®priate for any research. Some of
them like Eisenhardt, (1989), thinicdses should be added until theoretical saturaig®on
reached (Perry, 1998, 793). This is not feasible, as ntpsilitative researches are faced with
a time and budget constraint. Hedges, (1985), th@bpinion that the greater the qualitative
data, the more difficult it is to effectively assiate. Eisenhardt, (1989, 545), however
recommends a range for an acceptable number of,case thinks;

“While there is no ideal number of cases, a numberden four and ten cases often works
well. With fewer than four cases, it is often difft to generate theory with much complexity,
and its empirical grounding is likely to be uncaming.

Based on Eisenhardt’'s recommendation, six aguralltprojects were initially chosen for
this study at the start, that is, two projects freath of the three NGOs selected initially
(Swedish Cooperative Centre, FARM-Africa and Te@®mwe Inc). But due to delay in

response from one of the selected NGOs (Technofemwdy four (4) projects from the

remaining two NGOs (SCC and FARM-Africa) were figalsed.
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2.4.1 Criterias for selecting NGOs of interest

NGOs vary interms of origin, orientation and lewé#l operations. For the purpose of this
study, some general criterias served as guideiimeshosing the three NGOs of interest.
Firstly, the NGO has to be a Northern NGO, whichars NGO with head office in an

industrialised country, but with most of their ogions in a developing country. In addition
to being a northern NGO, the NGO should be oparafwelfare oriented, with operations
that involve direct intervention in smallholder @gitural development in Sub-Saharan
Africa. Another very important factor taken intonsideration in selecting the NGOs is the
fact the NGOs should be business-like in nature.asdindness and Gordon, (2001), puts it,
organisations which encourage small businesses snéedthemselves resemble small
businesses interms of their structure, systemgjreylpeople and behaviour.

The Swedish Cooperative Centre was chosen as #lgosase study, firstly because it meets
the general criterias and secondly its head office Sweden where the study is being carried
out, so data collection would be more easy, lesstlygoand less time consuming.The
organisation also has a good track record of ssb@deagricultural development programs

and other humanitarian activities in the Africamnitioent (SCC, 2007b). It also has the
political, intellectual and financial capacities tsuccessfully initiate an agricultural

development scheme with great multiplier effectsCES 2007b). This centre also

demonstrated great willingness to provide datdH@rresearch.

FARM-Africa was a random choice from the severdleotNGOs which met the general
criteria. They have their head office in London,itdd Kingdom, and carry out most of their
projects in Africa. FARM-Africa has been activelyvblve in agricultural development in
SSA for more than a two decade now, and can bobseweral successful agricultural
development projects in SSA. Good examples arMasndeleo Agricultural Teaechnology
Fund (MATF) projects.

2.4.2 Criteria for selecting the various projects

After chosing the three NGOs for this study, it vedso necessary to come up with some
criteria of selecting 4 projects which were goimgy derve as case studies for gathering
empirical material. The two NGOs do have a good mermmof smallholder agricultural
development projects carried out in SSA which cdagdvery relevant to this study, but for
purpose of convenience, only two projects were eh@er NGO.

Some of the factors which could influence the chata project included;

* Project outreach. There was a preference for pojeith a higher target population.

« Gender considerations; projects with higher le¥demale participants had an added
advantage.

« Duration of project. The longer the project, thétdre As on a personal point of view,
longer projects have increased chances for sucasssgives room for constant and
continuous review of strategy.

» Nature of agricultural product. The research ttiedelect the projects in such a way
that projects involving different categories of msofor example staple crops, cash
crops, dairy and livestock are covered.

» The target market. The target market would refextether the products are for local
or export markets. But products which target baital and export markets have an
added advantage.
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It was however very difficult to find projects whianet all the above criterias, but projects
which met most of the criteria were highly prefdeab

2.5 Choice of theories

Delimitation has also been done with respect tostlection of the theoretical framework for

analysing the empirical material. As earlier mem¢éid, there are several theories available
which could have strong implications on the analysithe empirical findings and hence the
outcome of this study, but the choice of theorissduis closely guided by the aims of this

project. Selected theories include- Transacticst tdweory, stakeholder identification theory,

the business model concept and the concept ofctiokeaction

The choice of transaction cost as one of the teedor this paper was inspired by the fact
that the isolation of transaction cost factors dogreatly assist in identifying policy
intervention and institutional innovations whichutw help alleviate constraints and improve
small scale farmer’s ability to participate in coential agriculture (Makhurat al, 2001).
Especially now when there is an urgent need toyarahstitutional responses to questions
like; how to include smallholder farmers in exporarkets? And what kinds of contracts are
suitable for smallholder farmers and what role la® ¢ontracts play? (Kherallah and Kirsten,
2001). The principal focus in all of this is todimut if farmers facing lower transaction cost
would participate more in agaricultural marketstitizose facing a higher transaction cost.

Seconly, the identification of different stakehokl@and their attributes can help NGOs and
Managers of organisations to systematically sotttloel various stakeholder classes, and their
perceived relationships and claims to the orgaioisatvhen, how and why they should the
claims be addressed. Both NGOs and managers oéfarrganisations need to be sensitized
on the legal and moral implications of their actiowith respect to various classes of
stakeholders. Mitchekt al., (1997), believes the stakeholder identificatibeory holds the
key to a more effective management of a firm inaety.

The concept of collective action was choosen as an#he concepts for analysising the
empirical material because it has been highly ditedcent pro-proor development programs
as the most feasible option which can help smalkrsl meet basic requirements for entry
into high value markets. Markelow al, (2009) and Kayobyet al, (2010) highlighted the
fact that collective action and cooperation serassa crucial mechanism through which
smallholders can gain access to vital resources.

Zott et al, (2010) identified the fact that with a good Imesis model, managers can be able to
develop a sustainable business. The business roodedpt was chosen because most NGOs
are now adopting a business oriented approach asans to meeting their longterm
objectives. In that light Oxfam’s Five principleppeeared to be the most recent and updated
construct which can be use to evaluate the fedgilof the various NGO smallholder
transformation approaches.
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3 Literature review

Most of the information in this chapter is builbin an in-depth literature review that was
carried out in the area of agricultural marketingSub-Saharan Africa. The literature review
aimed at establishing a profound understandingootteptual issues related to agricultural
markeing in SSA, and to set a solid base for furtiesearch in this field of study. The
analysis of the articles was carried based on ginakissues like; the relationship between
agriculture and poverty, a case for smallholdemfans, opportunities for smallholder farmers
in SSA, constraints to agricultural marketing inAS&reas for intervention, and gender aspect
of agriculture in SSA.

3.1 Linking agriculture to hunger and poverty alleviation

Citing William. H. Gates, co-chair of the Bill arMelinda Gates Foundation, and the World
Development Report 2008 of the World Bank respettiv‘If we are serious about ending
extreme hunger and poverty around the world, wetnbeas serious about transforming
agriculture (World Economic Forum, 2010, 8) andn“the 2f' century, agriculture
continues to be a fundamental instrument for soatsde development and poverty
reduction” (World Bank, 2008, 1). These two citations egj&ly indicate that agriculture,
hunger and poverty are inextricably linked.

Usually in developing countries, the poor spendgh Iportion of their income on food, so
where there is poverty, food insecurity and hungets in. The Food and Agricultural
Organisation (FAO), defines Food Security as aatitlh when people at all times have
physical, social and economic access to sufficisafe and nutritious food that meets their
dietary needs and food preferences for an actiwklaalthy life” (FAO, 2010, 8). Therefore
food insecurity which is the opposite of food sé&yuwould exist when people do not have
physical, social and economic access to suffidieotd. The World Economic Forum (2010)
in its “New Vision for Agriculturé stresses the importance of agriculture in futigi the
worlds’s most basic social needs. They believe imszaearly 1 billion people still go hungry
today, this greatly impedes human and economicldpreent in the world (World Economic
Forum, 2010, 4). Malnutrition as a result of poyarsually results to both physiological and
cognitive damage on human capital, with a possid@msequence being diminishing
productivity in every economic activity (World Ecamic Forum, 2010). The International
Food Policy Research Institute (IFPRI) confirmsstietatement in its “2020 Vision”
Discussion paper that agriculture is central talrdevelopment and rural poverty alleviation,
and they draw attention to the fact that very fewardries have successfully industrialised
without prior development of their agricultural smc(Hazellet al, 2007). This is very much
in line with the Swedish Cooperative Centers viemnpthat ‘ho country has managed a
rapid rise from poverty without increasing agriauial productivity (SCC, 2007, 5).

Agriculture still constitutes a very significantaslk in GDP and employment for most poor
countries, with an average of 34% in GDP, and 64%nmployment (World Bank, 2008, 27).
According to the World Development Report of the AfdBank, (2008, 27), three out of
every four persons in developing countries liveural areas, and depend on agriculture for
their livelihood. Therefore, a significant increaseeconomic growth is only noticeable when
there is an increase in agricultural developmewenef there maybe significant growth in
other non-agricultural sectors (World Bank, 200B)is relationship suggests that poverty is
concentrated in agriculture, and therefore any gnawnon-agricultural sectors may not have
a significant impact on the rural poor. Thereformare dynamic and inclusive agricultural
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policy could be very instrumental in reducing rugverty and hunger in developing
countries. (World Bank, 2008).

The IFPRI and the World Bank, in a joint publication the role of agriculture in achieving
the Millennium Development Goals (MDG), have alsstablished a strong relationship
between agriculture, poverty and hunger. They beliey improving the productivity and
economic returns from agriculture for farming hdusds, this would have an immediate
effect on rural poverty and hunger, since increasegricultural income for rural households
would lead to increase consumption levels, andwlasld inturn, produce further economic
shocks which would lead to a reduction in food gsicand a reduction in food prices would
improve the purchasing power of the poor, bothehmsgaged in agriculture and other sectors
(IFPRI, 2006). This is a clear indication that agtiure is very vital for development and
growth. Citing the African Development Bank (2018), agriculture employs well over 60%
of the economic active population in Africa, anggaorts the livelihood of over 80% of the
poorest people in the African continent, reasong thie Agricultural Sector Strategy 2010-
2014 of the African Development Bank aims primarily abntributing to the broader
development objectives for greater agriculturaldoictivity within the African continent.

In conclusion, “.....any organisation that is seriously engaged in ptvatleviation has an

obligation to engage in rural poverty and the stioa of smallholder farm households.
(SCC, 2007, 5). The question then arises — why efemrence for smallholder farm
households?

3.2 A case for smallholder farmers

“Agriculture may play a central role in developmenit this does not necessarily imply that
smallfarms should have an equally central rolgiazell et al, 2007, 10). Following from
this citation above, one then becomes temptedktovasat then is the case for small farms.

There do exist considerable literature which presenpinions of various international
organizations, governments, donor agencies as agelresearchers, on why smallholder
farmers should receive greater attention when dagigagricultural development policies
especially in developing countries. These opinicas be grouped into socio-economic,
political as well as environmental considerations.

As concerns socio-economic considerations, thealtpral sector from the point of view of
the World Economic Forum is the only sector that emdress simultaneously the three
pressing global issues of food security, environ@ersustainability and economic
opportunities (World Economic Forum, 2010). But hait this broad agricultural sector,
smallholder farm development promises to be mougt&oje and with a potential to generate
great local multipliers, and can also creat greapgrortunities for the engagement of women
in farming (Global Donor Platform for Rural Devetapnt, 2008). The World Bank, (2005),
also believes a productivity revolution in smalbied farming is required if agriculture-based
countries intend to use agriculture as the basiséonomic growth. Hazebt al, (2007),
argued that, efficiency, equity and poverty issaesthe principal considerations for their
choice of small farms. They are of the opinion thauall scale agriculture is more efficient
and would yield greater returns per hectare thagelacale farms. This same opinion is
shared by Djurfeldt, (2010), who disqualifies thepplar myth that Big is beautiful
especially when it comes to agricultural produciioeveloping countries. Djurfeldt, (2010),
also thinks small farms are more rational and iefficthan large scale production especially
when you compare yields per unit area.
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Closely related to efficiency is the aspect of s$@ation cost. Hazelet al., (2007),
differentiated the transaction cost advantage sfaaiis have over large farms base on their
ability to reduce particular cost divers like lab@ost. Small farms are more labour intensive,
making use of the farmer’'s poor household, as wslllabour from their equally poor
neighbours. This reduces the transaction costectlit the labour market, as there is almost
no cost associated to supervising hired labourww@sdd be the case with large mechanised
farms (bid). Outside workers or employees which large faretg on are often not strongly
motivated and require constant surveillance aneégaular pay at the end of the day or a
specified period, were as family labour tends tahlghly motivated and is prepare to wait
until harvested crops are sold before they canve@ny form of payment (Djurfeldt, 2010).

Oxfarm International, (2010, 4), in one of its paations on smallholder farmers believes
that companies can diversify their portfolio of pliers by taking advantage of the estimated
500 million smallholder farmers spread across tlobey with farm sizes of less than 2
hectares. By incorporating smallholders into theipply chains, companies may not only
improve corporate sustainability and brand develemimbut they can also increase customer
loyalty especially when they communicate how thmirchasing choices can improve the
lives of poor men and women farmers (Oxfarm IntBomal, 2010). There is also an
increasing proportion of customers seeking bettality of fresh products with positive
health effects, fresh appearanace, environmeri@idiiness and eating quality (Temu and
Temu, 2005). This creats a competitive advantage cl@mpanies which incorporate
smallholder farmers in their supply chains. The Wdank in its Policy Research Working
paper No 4573, also highlighted the fact that dmaddler farmers have a competitive
advantages in supplying high value markets foritwltural and livestock products, which
exhibit alot of dynamism with regards to produchnstards (Hensort al, 2008). Such
advantages may result from their lower cost in ssiog and managing family labour. Henson
et al., (2008), also identified the phenomenon of emergiag agricultural systems, led by
private entrepreneurs in extensive value chainsglwbonstitute many smallholder farmers,
supported by a farmer organisation. Such systemv lggeat potentials in enhancing
smallholder’s capacity in supplying modern procueemsystems like supermarkets, and in
meeting compliance with emerging food safety arbeixstandards.

Also closely related to the socio-economic consitiens for smallholder farmers is the
aspect of equity and poverty reduction raised bydiat al.,(2007). Hazelkt al, (2007), are

of the opinion that smallfarm households have maxmourable expenditure patterns that
promote the growth of local non-farm economy, angb@tg, (2010), believes large scale
production focuses on international markets, netltdtal food needs, which make them an
unfavourable alternative for local food securityn@lholder farming strives to maintain and
promote traditional food crop production and lifatterns where as largescale commercial
agriculture creates dependency on an entirely ngstes), thereby religating traditional

production syatems and creating a negative soomact on the local host community
(Nyberg, 2010).

A petinent socio-political factor which is attragyi so much international attention lately and
which is now creating interest in smallfarm holding the issue of “land grab.” Djurfeldt in
his article titled “Land speculations and the rights of the pgooited estimate of over 32
million hectares of African farmland reported indieeas landgrab, resulting from agreements
between governments and foreign investors betweetob®r 2008 and 31August 2009
(Djurfeldt, 2010, 11). This amount of land condgia significant 14% of all cultivated land
in the Sub-Saharan African region. This issue isimg alot of concern as to whether the
establishment of such large plantations are arl m##on for a pro-poor agricultural growth.
In a country like Brazil, where there is a notideabhift from a smallholder dominated
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system, with average farm sizes of 2 hectares g¢oestablishment of large plantations of
thousands of hectares, resulting to countless bold#rs and herdmen have being deprived
of their land, and they now constitute a significaroportion of the urban poor (Djurfeldt,
2010). Therefore in trying to solve one problemotaer serious one is being createds*
long as the rural population continue to dependtfir livelihood and food security on their
landm lost of it is likely to have major negativ@piacts on the local people, despite
compensation and creation of jobs promised by leagale agricultural investofs(Nzioki,
2010, 36). Nzioki, (2010) is also of the opinioattkmallholders can not effectively negotiate
in their favour, when dealing with very powerfultiomal and international investors, nor can
they successfully enforce agreements if the invedtl to provide promised jobs and local
facilities. Because several researchers and paatits at various conferences held to discuss
issues related to food security in developing coesit have been very critical towards the
leasing or acquisition of large parcels of landfdngign investors for agricultural production
as an ideal approach to solving food crisis, Djdtf€2010); Hallam (2010); IFPRI (2009);
Larssonet al,( 2005) and Nzioki, (2010), have proposed newr@gghes to agricultural
development in developing countries that would lagosmallholder farmers, ratherthan
deprive them of their farmland. Hallam, (2010), Mhidentifying the fact that land
acquisition for foreign direct investment have offgrovoked political, social and economic
conflicts, strongly suggest outgrower schemes amdract farming which would be more
beneficial and inclusive of smallholder farmers #meir associations.

Another political factor which Temu and Temu, (2Rd8entified which may act in favour of
smallholder farmers is the changes in internatiomatiing policies and different trade
agreements. Temu and Temu, (2005), believe thecafriGrowth and Opportunity Act
(AGROA) and the Lome Agreement, have created roamnpfeferential treatment especially
of agricultural products from developing countries American and European markets
respectively. In addition to favourable internatibrirading terms, most governments of
developing countries now provide condusive envirenta for investment in the agricultural
sector, as most laws governing agricultural busiegsre non less restrictive, tax rates have
been rationalised and there is a noticeable resludf export taxes for agricultural products
(Temu and Temu, 2005). It is very evident that npadicy environments no longer favour
large scale farmingbid).

As concerns those environmental factors whichilinegtinvestment interest away from large
scale agricultural production, Nyberg, (2010) cited fact that large scale farming involves
extensive use of pesticides, monoculture and owasumption of water, which is also not
ecologically sustainable. In addition, large sgaleduction may destroy forest and grazing
land, thereby threatening biodiversity and uudemgnecological sustainability (Nyberg,

2010).
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3.3 Constraints to effective smallholder agricultural production
and marketing in SSA

Constraints facing agricultural production in SSAvé attracted so much attention from
researchers in the past decades, and most of¢bastaints have been identified as the cause
of low farm productivity and consequent low incowfemost African farmers (Acquah and
Masanzu, 1997). These constraints are spread thootighe supply chain of agricultural
commodities in SSA, with the most common constgiated being; inappropriate land
tenure systems, lack of R&D and extension servitak of finance, poor infrastructure,
difficulty in procuring inputs, complex governmemngégulations and tax systems, poor
institutional arrangements and lack of market infation and skills (Acquah and Masanzu,
1997).

3.3.1 Inappropriate land tenure systems

Most countries in SSA suffer from shortage in agdbahd for food crop cultivation (Maxwell
and Holtzman, 1997), and most of the good arabid kelose to major cities or close to
transport and processing infrastructure are usliatiyed or very expensive (NEPAD, 2004).
Ayieko et al, (2006), while analysing land tenure arrangemamtkenya noticed that the
traditional inheritance practice in most Africanuatries have resulted in the distribution of
smaller and smaller parcels of land, which posespr setback to farm extension and large
scale production. In addition to the above, theyeailack of clear guidelines on land
ownership and utilization in many SSA countriescgdnmon case mostly cited is Zimbabwe,
where the Land Tenure Commission has failed to igeova sustainable solution to
resettlement problems and the right to water (Abgaad Masanzu, 1997). This situation
makes it very difficult for communal or small scéemers to have access to water and arable
land (Acquah and Masanzu, 1997). In other countlies Malawi, the government is
practising what Holtzmanat al, (1997), refers to as "zoning", whereby certaitivdes are
restricted to certain areas in the cities. Thicfica has forced most farmers to establish their
farms in rural areas which are not properly setwedoad networks. In Tanzania and Zambia,
the state owns all the land in the country, so mbshe land used for agriculture belongs to
the state, and the farmers are just tenants (&tiag, 1996). This law discourages most
farmers to carry out long term investments on légdets as most at times the payback period
exceeds the lease, and farmers cannot also usepkushas collateral to apply for credits
from financial institutions (Stringfellow, 1996).

3.3.2 Insufficient R&D and extension services

Some researchers on agricultural development in $&Aplain of a noticeable bias in
government spending on research and extensiorcesrvi agricultural production (Hensen
al., 2008). Extension services have been classifednadequate and technical support
unavailable from government in most SSA countriésnisenet al, 2008). In countries like
Zambia, extension services are almost absent, wheren countries like Ghana and
Zimbabwe, scholars complain that most of the tezdirsupport and extension services have
mostly benefited the large scale parastatals @&flow, 1996; Henseret al, 2008). In
Zimbabwe, government extension services are thesmirce from where small scale farmers
can get technical services, but they are constéeilyg discriminated in favour of large scale
commercial farmers, so smallholder farmers arebeatfiting from any research on improved
farm inputs (Acquah and Masanzu, 1997). Left aartbwn most small scale farmers are not
financially strong to support strong research ahhjielding seeds, and coupled with the low
level of technology in SSA, there exist very weatwork of local farmers which can bring
any form of technical assistance or provide acdessmproved inputs and processing
(Stringfellow, 1996). Even in situations wherebyndop agencies have come in to assist in
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funding research, there are so many cases wherebyaarly studies in new crops and new
processing techniques are being applied to aneestibsector (Stringfellow and Coulter,
1997). In a few countries like Ghana and Kenya, rehthere has been remarkable
advancement in the horticultural sector, most esttanservice officers still face difficulties
to widely provide their services in areas wherasithighly needed, due to inadequate
provision of operating expenses as a result oftéidhibudget allocated by the government
(Bingen, 2003). Mozambique and some other centrdlesst African countries are particular
cases where there has been a complete breakdawbeoision services due to long periods of
civil war, resulting to most farmers in rural aré&eping away from their farms (Boughten
al., 2007).

3.3.3 Lack of finance

Lack of access to finance is a crucial constrainagrricultural development in SSA, as
identified by a number of researchers (Acquah amagavizu, 1997; Coulter, 2007). The credit
mechanisms in most countries are largely unusedinavailable (Coulter, 2007). Most
farmers especially smallholder farmers either [dek knowledge to properly manage credit
facilities, or there is poor information on howdocess credit facilitieshid). This is a great
setback, as there is a great need for huge capiastment if small farmers wish to expand
their production capacity, procure seasonal inpats farm assets. Conditions for granting of
credits are designed in such a way to favour mdatlye scale farmers, and if at all a small
scale farmer succeeds in getting credit, it is @miugh to purchase farm inputs and at very
high cost of 35%, in some cases in Zimbabwe (AcqrahMasanzu, 1997, 10). In countries
like Zambia and Malawi, though the commercial bagksystem is more developed than in
other countries in the region, there is a limitatio savings and investment capital, coupled
with high public sector demand for credits, leavivanks with so little to meet private sector
demands. Smallholder farmers are only consideredtredits after government and prime
private sector claims have been satisfied (Cou2@0,7).

Therefore most small scale farmers operate justdamtain basic subsistence as they cannot
afford to make long term capital investments (Bmimh and Gert-Jan, 2004; Coulter, 2007).
The situation in a country like Tanzania is a rathéack of sources of finance and if at all
there is any, it would require a very high collatgStaatz and Dembele, 2008). Some farmers
also complain about the inefficiency in bankingvesss, as banks take so long in clearing
especially foreign checks to farmers, thereby showdown their operations. Farmers in
Mozambique as Boughtoet al., (2007) gathered, complained of incidence of disgration

in banks as some banks prefer to give credits tmlyon-agricultural sector. The same
situation prevails in other SSA countries like GhaNalawi and Kenya, where farmers too
complain of the lack of access to credit and fimaf@ayne, 1997 and Tollens, 2006). The
situation is a bit more complicated in Zambia, vehthre rate of inflation is relatively high,
coupled with a high interest on loans. Farmersefioee find it very discouraging to go for
credits, and most commercial bank are also vernctaht to give credit to small farmers for
start up, as they know it would be very difficudt them to repay the credits (Tollens, 2006).

3.3.4 Poor infrastructure

The poor state of most infrastructures in most $8éntries is having a severe impact on its
agricultural production capabilities. Most SSA ctiies are noted for their insufficient
investment and maintenance of basic transport amdnwnication infrastructure (World
Bank, 2002). In most rural areas where most ofthall scale farmers have their farms, there
is a poor supply of basic utilities like roads, graand telephone, just to name a few (World
Bank, 2002). Electricity which is a basic necesséity elementary processing is not readily
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available in most rural areagifl). Therefore farmers face enormous difficulties aist
when transporting their products from productioeaar to either packing facilities or the
market (Abbot, 1995; Jaffee and John, 1995; NEP2M)4). Even in situations where the
roads exist, they are poorly maintained (Chowdhairgl, 2005). A country like Malawi has
very strict rules as to who may engage in the pariation of certain goods and persons,
thereby leaving certain areas poorly served wdhdport services (Chowdhuey al, 2005).
Farmers therefore have to transport their prodwee wery long distances to the nearest roads
and in certain cases, carrying the poorly packedyse over rough roads and long distances
to markets or export ports reduces the qualityhefgroductsibid.).

Also related to poor infrastructural developmenthis lack of proper storage facilities. Most
airports lack refrigerated storage facilities fariphable goods (Edwards al., 1997), and it

is common to find piles of perishable products egitlosing their quality or going bad at
airports due to improper storage and infrequeghté from most SSA countries to Europe
(Edward et al, 1997; OECD, 2008). These transportation diffiegl are transferred to
farmers in the form of very high cost for exportiggods to European countries and America.
Sea freight and air freight vary significantly beem different SSA countries. These factors
therefore reduces farmers incentives to produceerdoe to very high marketing margins
with other countries due to cheaper transportatost, thereby giving them comparative
advantage.

Another crucial infrastructural set-back is thatated to communication technologies.
Telephone services are not readily available intmasl areas, making it difficult for most
rural farmers to get up to date information abtet market, and where these communication
services exist, they are very expensive for ruaaiers (Bertolini, 2004; Chowdhust al.,
2005).

3.3.5 Difficulty in procuring inputs

Irrespective of suppliers of inputs inability tooprde appropriate inputs, due to lack of
finance, most farmers are still unable to acquost effective farm inputs (Holtzmaet al,
1997; OECD, 2008). In a country like Mozambique rehlne government has liberalised the
marketing of farm inputs, the marketing activitea® still very inadequate (Firmino, 2000).
There is a poor supply of inputs, especially in loethern parts of the country (Boughten
al., 2007; Firmino, 2000). Whenever the inputs arailable, the cost is so high due to high
cost of importation and numerous government regulatand taxes (Bingen, 2003; Staatz
and Dembele, 2008). The Zambian government in dartefo stimulate agricultural
production and exporting introduced a drawback mogwhereby farmers can get a refund
of import tariffs on farm inputs after they effeatly export their products. But unfortunately,
this initiative hasn't been very successful, fararding to Chirweet al. (2005), most farmers
complain that the waiting periods for repayment ta@ long and characterised by so much
administrative bottlenecks and paperwork.

3.3.6 Complex government regulations and tax systems

Most writers cited the fact that many governmentglifferent SSA countries still have so
many different taxes in place, and some of thesadquirements are usually very high for
small scale farmers to support, this has madeqgaation in business activities very costly
for them (OECD, 2008). In a country like Zambiee ttaxes are so high, coupled with high
levels of inflation, so most farmers consider eagdiaxes in order to survivéb{d). The most
common taxation methods are those whereby taxeapgieed at each point of sale, making
the prices of the final product so high, and thsedurages so many individualbid).
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In addition to the above, most laws with regardbusiness operations are generally too old
and outdated, but still in force. Most of these daave not so clear with regards to private
sector farming, as most of the laws were enfordesr andependence, and were largely in
favour of parastatals (Maxwell and Holtzman, 199¥jhough some SSA governments are
trying to reduce the high degree of complexity ineowith the registration process for food
processing and farming businesses, the procedtilezppear very complicated and lengthy
to some farmers (OECD, 2008). Most small farmeefgurto remain informal, rather than
spend so much time and money to register theimegses, when they are not sure of any
significant benefitipid).

The management of exchange rate to is anothervaneee government regulation in most
SSA has been noticeably very poor (Edwastal, 1997). Most governments have failed in
finding equilibrium in exchange rate of their curcg (OECD, 2008). There are cases of
governments providing four different exchange rate®l most businessmen are often
confused as to which to apply when doing busin€ss poorly controlled foreign exchange

rate is greatly preventing most unregistered srollér farmers from importing inputs for

their operationsilfid.). In addition because of a poorly controlled exaderate system, most

governments do not encourage their citizens toatpeverseas accouniiid.).

3.3.7 Poor institutional arrangements

There are considerable overlaps in the roles ahdrsp of action for most institutions directly
or indirectly involve in agricultural developmemt $SA. Institution here refer to government
controlled structures, Community-Based organizati@BO), and other Non- Governmental
Organizations (NGO). This is a potential problem itois causing a lot of confusion, and
ineffectiveness in their services. Most smallhaddeo are so confuse as they are not so sure
of which institution to affiliate with, as most diieir programs turn to overlap (Tschirley,
2007). However, as Bingen (2003), describes it, tmM@BOs and NGOs have initiated
programs which encourage farmers to organise tHegas@ associations so as to increase
their capacity in accessing and delivering appedpriinputs and services. According to
Bingen, (2003), this approach could be benefiaah ttountry like Kenya and Ghana, which
has potential markets in Europe for their hortietdt products and dehydrated fruits, and also
vegetables like papaya and mangos, as well as sxoic products even though their
exported volumes have remained small due to pamfyation response, Glover (1990), also
considers poor institutional arrangements as than meason why most of the exports in
agricultural products from SSA is dominated by oowgers and contract farmers, who
acquire products from small scale farmers at vewy prices. In Malawi, a country which
Jayne and Jones, (1997), thinks could have a geantial for high valued products like
chilli peppers, spices and peas, but strangely mb#te small scale farmers who carry out
production in towns close to the main airport sily on middlemen to sell their products.
Nyoro, (1993); Jayne and Jones, (1997) and Tollgr®87), believe there is a complete lack
of institutional policies for supporting smallhotdagriculture in most SSA countries. In
Kenya for example, there is an increasing loss afket share for its fresh produce in
European markets, due to activities of middlemen ate disrupting the orderly marketing of
fresh produce, and they do not have strict resipecjuality (Jayne and Jones, 1997; English
et al, 2006). The situation in Tanzania is a bit moneosis, as for more than 25years, there
has been no active farmer association, as allteff@s been concentrated to the public sector;
with a common believe that private sector assamiator community-based organisations are
considered political and illegal (Chirved al,, 2005; Collion and Rondont, 2001).

22



3.3.8 Lack of human capital and market information

This particular constrain is identified by most ters as the main factor responsible slowness
of most African to exploit entrepreneurial opportigas (Edwardset al, 1997; NEPAD, 2004,
OECD, 2008; World Bank, 2002). There is a commaoldgy in most SSA countries that
civil service salary jobs are the best and mostiree@NEPAD, 2004). This ideology can be
traced back to colonial and post independent evagreby most Africans were made to
understand that making money privately was consdigpolitically incorrect ipid). In
countries like Tanzania, according to Springfell@amd Coulter (1997), a majority of
Tanzanians still consider state employment as thay option and farming is considered a
mean job, only for illiterates in rural areas, vehilusinessmen are considered crooks. This has
greatly affected the desire by most Africans toksiee knowledge and training in business
management and agricultural operation skills (Tale2006). Most farmers do not yet
consider farming as a potential economic activitgliegns, 2006; OECD, 2008). As a result,
the level of technical and managerial skills of ingmall- scale farmers are considered very
low and labour is mostly family labour, with no smdised training on farm operations
(OECD, 2008). This low level of education of moshail scale farmers coupled with
inefficient or inadequate communication facilitisggreatly limiting the ability of most small
scale farmers to receive and utilize market infaroma(Neven and Reardon, 2004; Henson
al., 2008).

According to Tschirley, (2007), most SSA countié®r great opportunities for agribusiness
production in high value products. But despite ¢hepportunities, most smallholder farmers
cannot meet the sophisticated demand requiremadtgareasing need for accountability for
production practices expected by most customershiisy, 2007; Hensogt al, 2008). The
participation of smallholder farmers in outgroweraagements in certain countries is also not
feasible, due to stringent standards imposed bgrésqs (Englistet al, 2006).

The principal disadvantage of the absence of kndgden production of appropriate products
and markets, as well as inadequate managerial digéipalband lack of experience in trading
and business operations as perceived by most cbsear is a great production driven attitude
whereby, most smallholder farmers engage in coraidie investment in agriculture without
any prior market information (Bertolini, 2004). Bhknowledge is very important especially
with the existence of more stringent market regqnéeets and standards with regards to
quality and food safety (Bertolini, 2004). Unforaialy, even in situations where farmers
have tried to solve this problem by recruiting pssionals, the labour laws in most countries
require a minimum wage which cannot be supportedrbgllholder farmers, so they turn to
rely only on family labour and government extensservices (Englisket al, 2006)

3.4 Potential areas for intervention in smallholder agricultural

development in SSA
Based on research findings, a few areas of intéioreracross different countries have been
proposed by some authors like Coulter, (2007) aschifley, (2007). Even though each SSA
country has its unique characteristics and diffetemels of agricultural development and
marketing challenges, which calls for specific kanttl level of intervention, in general some
of the recommended areas of interventions appelae tpplicable across countries. Some of
these areas are;

* Providing training in agribusiness management apdrational skills (Tschirley,

2007)
* Improving access to financial services (CoulteQ20
» Providing support for development associations (eou2007)
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« Enhancing research and infrastructural developm@tiowdhury et al., 2005;
NEPAD, 2004; OECD, 2008)
Each of these suggested areas for interventiondiscassed in greater details below (3.4.1 -
3.4.4).

3.4.1 Providing effective training in agribusiness and operational skills.

Almost every writer identifies the need for mostnii@rs to acquire the know-how in farm
operations, as well as basic knowledge in farm lauginess management. Farmers must be
able to understand export markets and should beeawiademand requirements, pricing and
financial management (Tschirley, 2007; Henset al, 2008). There is a general
recommendation for the provision of practical cegrsn agribusiness and related fields in
universities and vocational institutions. Instituts should develop courses for technicians
and middle management personnel for agriculturedrprises (Bertolini, 2004; Englist al,
2006; Tschirley, 2007; Hensat al, 2008).

3.4.2 Improving access to financial services

This particular constraint has been a little hbitky, for it is usually very difficult to set up
proper credit schemes which can meet the needstlfdoeditors and borrowers. Most formal
financial institutions in SSA consider farmers, edplly smallholder farmers as high risk
borrowers, due to their lack of adequate collataral sound knowledge in business principles
(OECD, 2008; Coulter, 2007). Many proposals madthis area have been very shallow. A
few cases of very good credit schemes initiatedsbsne commercial banks have been
suspended, due to costly follow-up procedures ({&qu2007). An example cited by Tollens
(2006), is the case of the Prudential Bank in Ghauiiéch had put in place a model for credit
extension to worthy smallholder farmers, but contit pursue it effectively, because the
measures put in place to follow-up poorly perforgniarmers is so costly. So far donor credit
schemes like the GTZ credit scheme or the EQi®dit for the Poot projects are the most
cited projects as highly recommended for smallholdeners. Most writers go further to still
urge the EU to assist rural community banks andkBessociations in different SSA countries
to identify innovative ways to extend affordabledit to rural farmers (Edwards al, 1997,
Tollens, 2006; Coulter, 2007; Staatz and Dembé&leg8}

3.4.3 Providing support for development associations

The existence of efficient farmer associations aageat potential of boosting smallholder
farmer's economies of scale, thereby strengtheni@r links with market channels.
Development associations too may have the potetdidielp farmers attain the level of
critical mass necessary to deal in powerful mackeinnels (Stringfellow and Coulter, 1997;
Chirwaet al, 2005). According to Stringfellow and Coulter 919, the emergence of small
scale farmer associations and marketing coopegiiveprimary processing activities like
storage, grading and packaging, are adding mongevia produce by small scale farmers.
Whatever their level and strategy, private secemt groupings or associations have an
advantage in achieving optimum benefits for theanmbers (Coulter, 2007).

A form of association for farmers recommended f®resal SSA countries is an association
that provides integrated services, from finanaaftanagement assistance (Coulter, 2007). A
good example is mentioned by Neven and Reardom§2@0the Kenya KEDs project which
has created a sustainable agribusiness serviceedentfarmers. The project helps farmers
share the risk involve in acquiring inputs, packagistorage and marketing of smallholder
horticultural produce ilpid). Most of these associations can also act asitédorls for
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individual farmers at start-up and growth of tHaisinesses as well as to secure a higher price
for their produce (Neven and Reardon, 2004; Tsepet al, 2004).

3. 4.4 Enhancing research and infrastructural development

Government intervention is generally recommendeawau improvement, restructuring of sea
and airports, possible privatization of inefficieptiblic telecommunication and transport
parastatals, building of irrigation systems, andoaln improving the availability of
information on wholesale commodity prices. ThisIdoall be done through the ministry of
agriculture or related organs. According to Chowghet al (2005), the government should
also develop enclave areas with great agriculjpotgntials; provide vital services that cannot
be effectively handled by the private sector forameple pesticide regulations and
infrastructures both physical and institutional dnable horticulture farmers to meet the
requirements of European markets. The building elévant processing and packaging
operations around core farmers is also recomme(fedd Bank, 2002; Chowdhurgt al,
2005). Acquah and Masanzu (1997), further suggehbtEdooth the private sector and NGOs
should be allowed to get involved in the provisainnfrastructure.

As concerns intervention in basic research andldpreent, some writers recommended the
building of suitable integrated research and deweknt centres capable of developing
products with natural comparative advantages, sscbncouraging research in nut crops and
some spices ( NEPAD, 2004; OECD, 2008). The OECID&?, cited the fact that the already
existing technical research in horticulture in saroantries should be greatly encouraged and
better channels put in place for information mamagy@® and dissemination. Edwarelsal,
(1997), on their part recommended more sophisticategertise in the handling of tropical
fruits, due to high requirements for quality.

It is also worth mentioning that a few researcheasse also proposed possible areas for
diversification by small scale farmers, like en@ming farmers to aim for new markets

offered by the middle east, where transportatist morelatively minimized, and also product

diversification into other high value products likat crops and spices, with relatively slow

rates of perishability (Chowdhuet al, 2005; NEPAD, 2004).

3.5 The role of women in smallholder agriculture in SSA

“Women play a vital role in development in less-gtdhlised societies, regardless of
economic development level, population pressurmodeatization, globalization or origin.
Empowering women and incorporating gender into tgweent programs not only can
improve women’s life chances, but also has a sfim-ihat benefit society as a whgle
particularly children who are the most vulneral#dgraent of the world’s population.(Scanlan,
2004, 1822). Scanlan, (2004), believe that by imimgp the life chances of women
imparticular, there is a general increase in welfaf the society. Women play an essential
role in most world’s food productionb{d). Their role can be withness from preparation of
land, acquisition of inputs, production, processarmgl marketing of agricultural products
(ibid).

Studies have revealed that women do not only peoaidignificant share of farm labour, but
they also play a major role with regards to decisitaking at farm level. They are either seen
as farm mangers on their own farms, or as managfees household farm (Quisumbing,

1994). They assume such roles either because iofsghecific skills or due to the absence of
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their husbands who are employed in urban argsd).( Recent findings on the role of the
Nigerian Igbo women in crop production, show ineegh participation of Igbo women in
agricultural production due to the fact that mosinnihave turned to non- farm activities and
waged employment (Ezumah and Didomenico, 1995mdst developing countries, women
devote countless hours in food production, randmg planting, harvesting, herding and
going to the market to either sell or buy (Scan2®04). Aleneet al,(2008), recommends
increased access to production inputs and supporices to women farmers, as there are
potentially large output and welfare gains whenen@omen are in agricultural development
programs. While analysing the economic efficienogd aupply response of women as farm
managers in Kenya, Aleret al, (2008), also realised that women are also vespansive to
price incentives interms of output supply and ingertnands.

Women are more involve in farm management now thavious generations (Farmer-
Bowers, 2010). Women are increasing their partt@pain running farming businesses and
making money from farming. Women influence decisi@about a family farm based on
intrinsic interest, family considerations, persoskills and resources, as well as social factors.
With each womans influence in her family uniquer(fer- Bower, 2010). Adesina and Djato,
(1997, 48), after analysing data collected in 19994 from a random sample of 347men and
63women rice farmers in three northern districtdvoiy Coast, found out that eventhough
both men and women had an almost equal accessteéaseon services, women still face
special difficulties as farm managers due to thaok of access to formal education and
credit. However, irrespective of their limited assdo education and finance, women are still
able to mobilise labour for their farm from thenformal intrahousehold linkages and other
female enterprises (Ezumah and DiDomenico, 1996a $tudy on the relationship between
gender and farm efficiency using the profit funotimethod, Adesina and Djato, (1997, 52),
concluded that there is no economic rationale vity development strategies should favour
male farmers in Ivory Coast, for with equal accessimilar inputs, both male and female
farmers have equal levels of economic efficiencyorvén are now very interested in
education and in improving their skills and compets (Farmar-Bower, 2010).

In most areas of Ethiopia, women are soely resptmgor garden plots, where they plant
fruits, vegetables, root crops and other non-fotahts like spices (Tsegaye, 1997). Rural
women in Ethiopia also have amazing knowledge énidlentification and characterisation of
the various crop plants they deal with, and playeay vital role in the conservation of
biodiversity (Tsegaye, 1997). Women also have ingmrlabour roles in animal production
(Ajala, 1995). However their role varies accordiogtype of animal, type of production as
well as cultural factors. In some parts of Kenya dgample, women are found managing
large flocks of sheep and goaiisid). In Northern and Central Somalia, trading in $haed
Goat is exclusively in the hands of women (Reu$882). While trying to identify the main
task of women in goat husbandry in Southern Nigeéjala, (1995), realised women did not
only owned most of the goats in the family herdseferal families, they are also responsible
for feeding the goats, ensuring the goats aredafa place at night, as well as marketing of
the animals for immediate cash for family use.
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4 A theoretical framework

The following chapter is a presentation of a thecat framework that makes use of different
theories, models and constructs on agribusines&l@@went to address some of the
constrains encountered especially by smallholdemdas in SSA. The various theories,
models and constructs are needed in chapter 6algsanthe empirical data from the various
case studies. The chapter begins with a presentatitheories on stakeholder identification
and salience followed by transaction theory, thecept of collective action, and selected
concepts on business models creation like Oxfamésgrinciples of linking smallholders to
markets and the new business model assessmenifoakiey Oxfam.

4.1 Stakeholder identification theory

The nature of the relationship stakeholders hatle an organisation might affect the success
or failure of a business strategy (Johnstnal., 2008). Decisions managers make on the
purpose and strategy of their organisation arengtyoinfluenced by the expectations of
different stakeholders. Meeting the expectationthese different stakeholders is a challenge
to managers. This challenge is so great and mamdger to be so skilful in handling the
various conflicting challengesb{d). They would have to take a view on stakeholdeth w
great influence, the expectations they need to giggntion to, and the extent to which
stakeholder attention and influences vabyd|. By being able to understand how much each
group of stakeholders is determine to make thegeetations reflect in the organisation’s
purpose and strategic choices, managers can édeilify possible blockers and facilitators
of a strategy, and how to respond to theloidf. There has however been no consensus on
“who” or “what” managers should consider as stake¢rs and how much attention should be
given to them (Mitchelket al, 1997). Different organisations may need to askldifferent
stakeholder needs based on their strategic chasewgell as thesame organisation may also
need to address dfferent stakeholder needs foerdiif projects (Johnsoet al, 2008;
Mitchell et al, 1997). As identified by Mitchekt al, (1997), the crucial decision that most
managers need to make remains who to considestageholder.

4.1.1 Who is a stakeholder?

A stakeholder has been defined by Freeman, (19B4agt‘any group of individuals who can
affect or is affected by the achievements of tigarmeations objectivé Rainey, (2006, 711),
defines a stakeholder aary individual or group that is directly or indirdg affected by the
products, programs, processes and/or systems, deg dot directly benefit as an economic
participant such as a customer or supplier

Mitchell et al, (1997), differentiates definitions of stakehaltdy different scholars as either
“Broad” or “Narrow” views. Scholars like FreemandaReed, (1983) and Nasi, (1995), which
Mitchell et al, (1997), identifies as having a mavrview of who or what should be considered
as a stakeholder, focus their definition of a stak#er interms of their necessity for the
firm’s survival. They identify a stakeholder as $kodirectly relevant to a firm’s core
economic interest, and these are the groups ofl@ananagers should focus attention, time
and resources to. Narrowing the range of stakensldequires carefully applying some
generally acceptable and justifiable sorting ciatei(Mitchellet al., 1997). Most criteria are
relationship based, such as the existence of aleidhpr legal contract, an identifiable power-
dependence relationship, an exchange relationghgpther claims based on the existence of
attributed legal or moral rightgb{d).
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The broad view on who and what is a stakeholdeffexed by Brenner, (1995); Donaldson
and Preston, (1995) and Freeman, (1984). They lihseddefinition on empirical reality that
companies can be affected by almost everyone, heg tan also vitally affect almost
everyone (Mitchellet al, 1997). They believe managers should be ableetognise and
respond systematically to those set of entitiegroups who may have or may not have
legitimate claims but are able to affect and afeca#d by firmsipid).

4.1.2 Stakeholder identification and salience

Stakeholders can be identified by their interestam organisation, whether or not the
organisation has any corresponding interest in tonaldson and Preston, 1995Thée
interests of all stakeholders are of intrinsic valurhat is each group of stakeholder merits
consideration for its own sake and not merely beeanf its ability to further the interest of
some other group such as the shareowh@@®naldson and Preston, 1995, 67). Mitclell
al., (1997), are of the opinion that stakeholders cd@ddentified from different perspective.
They could be owners or nonowners of the firm, awreé capital or owners of tangible and
less tangible assets, right-holders, moral claisyauntractors, actors or those acted upon by
a firm’s activity, those having a voluntary or inuotary relationship with the firm, resource
providers to the firm or those dependent on tha’firresources, risk-takers, influencers and
those to whom the agent-manager bear a fiduciasy (itchell et al, 1997, 854).

Johnsonet al, (2008, 188), presents a simplified structurethed stakeholders of a large
organisation, as shown in Figure 4.1 below.

Owners/
harehold
Political shareolders Financial
groups community
Activist
Government \\ || // groups
Suppliers = Customers

Pz

Customer
Competitors advocate
groups
Trade .
associations Unions

Employees

Figure 4.1: Stakeholders of a large organisatiordohnson et al., (2008, 154).
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From Figure 4.1 above, Johnsenal., (2008), classifies the external stakeholders lairge
organisation into three broad categories; Econastakeholders (like suppliers, competitors
and distributors), socio-political stakeholders ighhinclude government agencies, regulators,
and policymakers) and technological stakeholdemsh(sas standard agencies, key adopters
and owners of competitive technologies). Mitchell al, (1997), believes persons,
organisations, institutions, groups, neighbourhpodscieties and even the natural
environment can be qualified as actual or potesteeholder.

Going beyond the question of who is a stakeholdenan-stakeholder is the issue of
stakeholder salience, which explains to whom anavibat should managers actually pay
attention and the degree to which managers canitfg& competing stakeholder claims
(Mitchell et al, (1997). Mitchellet al., (1997), classifies stakeholders based on three
attributes; power, legitimacy and urgency.

Power arises when one social actor “A” in a relalup is able to get another social actor
“B” to do something that social actor “B” would atherwise not have done (Mitcheit al.,
1997). Power is variable, and may vary from nors&xit to complete; it may be gained and
lost (ibid).

Legitimacy on its part has been presented by Mikatteal, (1997, 869), asd' generalised
perception or assumption that the actions of antymtre desirable, proper or appropriate
within some socially constructed system or norrakies, beliefs and definitiorid_egitimacy
like power is variable, and claimants may perceheslegitimacy of their claims differently,
as well as managers may have varying perceptionst atakeholder legitimacybfd).

Urgency refers to the degree to which stakeholder claims call for edmte attention
(Mitchell et al,, 1997, 870).”

These three features of stakeholder attributesdastified by Mitchell et al, (1997),
individually may not be perceived correctly by sth&lders, managers and others in the
firm’s environment except when combined with anotatribute. For example, power may
only gain authority through legitimacy and is exeed as urgency. Legitimacy gains rights
through power and is voiced through urgency andrahbination of legitimacy and urgency
promotes access to decision making channieid)( Figure 4.2 below depicts the outcome of
a combination of the three features of stakehod#tgibutes and the various related type of
stakeholder groups as presented in Mitceedl, (1997, 874).

29



POWER L

1 o \ _----H'H
/ Dormant
{ Stakeholder 4 \
| / Dominant | \
\ Stakeholder | \
"-,"' — IJ'_ — ll,-'ll . :l I'|
R T T T / Discretionary |
Dangerous | Definitive Stakeholder |
Stakeholder -.I?m]-:ehalder J
/ —_ \ - 6 . ; /
/ TT———<_  Dependant \
I'I Stakeholder |
||I 3 .'"'“-u._______ I| _________.--" .
\ Demanding _ ) 1
Y Stakeholder / Nonstakeholder

. -

URGENCY — -

Figure 4.2: Stakeholder typology (Mitchell et 89917, 874).

In Figure 4.2, Mitchellet al, (1997), presents seven (7) types of stakehgldkanant
stakeholders, discretionary stakeholders, demandiageholders, dominant stakeholders,
dependent stakeholders, dangerous stakeholders dafiditive stakeholders. Dormant
stakeholders possess power, but have no legitimate urgent claims. Discretionary
stakeholders have legitimate claims, but with nagroto influence the firm and their claims
are not treated with urgency. Demanding stakehsldierwve urgency attribute but possess
neither power nor legitimacy to push their clairiwbtchell et al, (1997, 875) refer to them
as” the mosquitoes buzzing in the ears of managBx@mninant stakeholders are the group of
stakeholders who are both powerful and with a ikegite claim. These are the group of
stakeholders who receive much of the manager'staiteand have some formal mechanism
in place that acknowledges their relationship wiie firm, for example stockholders.
Dependent stakeholders are those groups of staleisolith an urgent and legitimate claim
but have little or no power to enforce their claimifiey depend on the power of other
stakeholders or the manager to push their clairaagBrous stakeholders are those groups of
stakeholders who may be coercive and possibly moléhey possess both urgency and
power attributes, but their claims lack legitima@ossible examples of manifestation by
dangerous stakeholders cited by Mitcletlhl., (1997) are employee sabotage, wildcat strikes
and terrorism. Definitive stakeholders by defimtiexhibit both power and legitimacy and
their claims are treated as urgent. This grouptakeholders are given priority and receive
much attention from managers.

4.1.3 The power and interest matrix

Johnsoret al, (2008), use the power and interest matrix tedes how stakeholders can be
classified in relation to the power they hold ahdit interest in supporting or opposing a
particular strategy and how managers should resgonthem. Figure 4.3 below is a
diagrammatic representation of the power and istemgatrix presented in Johnsen al.,
(2008, 156).
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Low High
Low
A B
Minimal effort  Keep informed
Power
c D
Keep satisfied Key players
High

Figure 4.3: Power and interest matrix (Johnsomlet2008, 156).

The matrix indicates the type of relationship agamisation needs to establish with the group
of stakeholders in the various quadrants, by tryiogensure formulated strategies meet
expectations of various stakeholders (Johretoal.,, 2008). Stakeholder group in quadrant D
(key players) are of major importance, they cowdnmjor investors like major shareholders
or government funding agencies, with a lot of pawehnsoret al, (2008), characterises the
stakeholder group in quadrant C as relatively passhough they may suddenly reposition to
quadrant D if they realise their level of interestunderrated by management. Institutional
shareholders such as pension fund and insuranoe finostly fall into this category. The
stakeholder group in quadrant B though with liteaver can always influence the attitude of
more powerful shareholders in quadrant D and Gnaoagers are adviced to always keep
them informed. Possible examples are communityggoQuadrant A constitute stakeholder
groups which do not receive so much attention froamagement because they possess little
or no power and show little or no interest in tihgamisation.

It must however be emphasied that the kind of ieiahip an organisation has with the
various group of stakeholders in the different qaats and how managers handle the
relationships will depend greatly on the governarsteucture operating within the
organisation, and its stance on corporate respitis{dohnsonet al, 2008).

4.2 Transaction cost theory

The theory of transaction cost economics is alwaseful when there is a need to analyse
firm’s boundary and property right issues (Willissoa, 1985). Transaction cost economics
gives an insight into markets and mechanisms irevoivthe exchange of goods and services
(ibid). Transaction costs have always been linked todiétermination and distribution of
property rights, the role of middlemen and mediuf eachange (Coase, 1988). The
transaction cost concept highlights the idea of nided rationality and opportunism
(Williamson, 1996). Bounded rationality assumes ¢kenomic agents intend to be rational
but have limitationsilid), This limitations are the reason for the needofperty rights
which must be protected (Coase, 1988).

Allen, (1999), while trying to establish a defioii of transaction costs, identified the
prevalence of two definitions in existing literatusn transaction cost. One of them which he
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classifies as “neoclassicals” defines transactiost @s a cost which only occurs when a
market transaction takes place. The other grouglwhe classified as “property rights” has a
definition which relates transaction cost as résglfrom property right problems. Allen,
(1999), also cited Adams Smith in his discussioriaraign trade, endowments and corporate
ownership, who believes transaction costs, occuestd high information cost and the ability
of individuals to exploit others who are ignorahtteeir own advantages. Because individuals
cannot foresee every possible outcome of an exehahgy are limited in their ability to
formulate in advance responses to all future exaties (Cook, 1995). With this assumption,
all contracts are therefore unavoidably incomplatel may require institutional arrangements
which will facilitate knowledge processing, settlemh of disputes and adaptation to
externalities which are now very important elemeafteconomic and organizational theories
(Cook, 1995). Kherallah and Kirsten, (2001) belgite because of the existence of imperfect
information about the future that contracts areessarily incomplete, and if people were
never opportunistic, incomplete contracts wouldemexeet enforcement problems.

However, in most transactions, one party in thedaation may know more than the other,
and the less knowledgeable party would not waietexploited because of ignorance (Cook,
1995). Contracts may become inevitable. But cotueddssues have always resulted in a
third cost dimension, which is increased governaiost (bid). The effectiveness of any type
of contract is limited by factors such as boundationality, opportunism, moral hazards,
adverse selection and difficulties in monitoringdazontrol (Milgrom and Roberts, 1992).
Bounded rationality in transaction cost economiases the possibility of opportunistic
behaviour as well as self-interest in every traneac Opportunism according to
Williamsson, (1985), refers to the deliberate distm or incomplete disclosure of
information by one party, in an effort to misleadotherwise confuse one of the parties in an
exchange.

The idea of transaction cost theory can be baitteterstood from 3 dimensions; the
frequency of the transactions, the level of undetyasurrounding the transactions, and the
degree of asset specificity (Williamsson, 1996). the frequency of every exchange
increases, so too does the costs of negotiatingitanmg and enforcing the exchange
between the parties to a transaction while thel levefficiency of the transactions decreases.
On the otherhand, as the level of uncertainty sundong a transaction increases, the market
structure becomes less attractive, especially wimeertainty leads to renegotiation of costly
contracts which may result to opportunistic behasso Externalities on their part may push
vertical integration as a firm tries to guard aghimegative externalities imposed by
participants in adjacent markets. The degree atagsecificity may result in transaction cost
especially for such transactions which have tedabgioally separable interfacies, implying
one stage of an activity terminates and anotheinbdiid).

Transaction cost economics is especially relevamenwvanalysing agricultural markets in
developing countries (Kherallah and Kirsten, 200l)e agricultural sector has become so
globalised such that it is preferable to treat g¥ensaction as a unit of analysisiq). In the
case of smallholder farmers in Sub Saharan Afridakhura et al, (2001) identifies
transaction cost to constitute the cost of seagckon trading partners, cost of screening the
trading partners, bargaining cost, monitoring cesfprcing cost and the cost associated with
the reorganisation of household labour and otheowees. The transaction cost framework
can also contribute in explaining the choice oftcacts suitable for small farmers and local
traders, as well as small farmers and/or localetrmdvith multinationals (Kherallah and
Kirsten, 2001). Especially now, when there is atraasing need for greater coordination,
trust and relationships, vertical linkages, infotima asymmetries and strategic alliances
(ibid).
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The transaction cost economies theory as it cadeleiced from the analysis of Kherallah
and Kirsten, (2001); Makhurat al, (2001) and Williamsson, (1996), could be useful
explaining the reasons for some of the problemsowmered by small farmers in an
exchange, but it doesn't propose alternative ceurdeaction. Markelovaet al, (2009),
believes an alternative course of action for srfzatners to overcome or reduce transaction
cost could be collective action.

4.3 The concept of collective action

Collective action initiatives may arise from a vatary action by a group of individuals (in
this case farmers), who share a common objectiveindnet al, 2002). The common
objective could be to access technology, efficeamd sustainable resource or market access
(ibid). Kayobyoet al, (2010), cited collective action as an option vhian help smallholder
farmers meet basic market requirements for highevglroducts such as minimum quantity,
qguality and frequency of supply, which they may lmeable to achieve as individuals.
Governments and some development agencies espeaniaéveloping countries are placing
considerable emphasis on collective action as ategly to effectively engage smallholder
farmers in new marketsb{d). Through farmer organisations, smallholders mayeha way to
participate in markets more effectively (Markeloea al, 2009). Collective action and
cooperation could serve as a crucial mechanisnugfirevhich smallholder farmers can gain
access to vital resources and markets (Thetrml, (2005); Markelovaet al, (2009)).
Resource management and market access are idgisfipotential obstacles for smallholder
development, Kherallaét al, (2002); Markelovaet al, (2009) and Thorpt al, (2005). They
believe collective action can help smallholder farsnto reduce some of the barriers to entry
into markets and also improve on their bargainiogigr. It is also important to understand
under what conditions farmer organizations andectife action are feasible and how should
they be established and maintained.

4.3.1 Determinants of success of collective action

Existing literature have identified a few aspeassvital for the success of any collective
action initiative and farmer organization. Thesetdas for the purpose of convenience are
grouped into 6 broad areas; group characteristigge of products, type of market,
institutional arrangements, facilitators and exa¢environment.

» Group characteristics
Internal group composition is an important aspduth determines the success of a producer
group (Markelova and Meinzen-Dick, 2009). Groupesidegree of heterogeneity, boundaries
and social capital are very important for the sasa& any collective action (Markeloeaal,
2009). Groups with members of thesame socio-ecanataitus is most likely to be more
stable and effective (Markelova and Meinzen-DidB02). Kayobyoet al, 2010), highlights
the idea of group homogeneity, and proposes thatdis should form groups based on a
common interest and trust. Collective action esglcior marketing purpose may also be
greatly facilitated in pre-existing social groupsieh is build on shared norms and social
capital. Clearly defined group boundaries and &ghthembership rules would greatly
facilitate collective action and facilitate grouffeetiveness, eventhough this may exclude
some poor members (Markelogtal, 2009). Markelovat al, (2009), are of the opinion that
external programs should not push collective margetactivitives on pre-existing social
groups, unless the group members want to markéeatiokly. Interdependence amongst
members is a crucial aspect for the success otaligctive actionipid).
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Group size is one of the aspects of group charatitsr raised by Markelovat al, (2009)
and Kayobycet al, (2010). Though larger groups are more likelypémefit from economies
of scale in marketing, members in small groupsracee close to each other than in larger
groups (Coulteet al, 1999). Markeloveaet al, (2009, 2), proposes small group sizes of 20 -
40 members. Small groups with membership of 10 Gormbers have an advantage of
enhancing face to face interaction between membsseby reducing the scope of conflicts,
and also facilitate despute resolution (Kayoleyal, 2010, 13). This is most likely to have
appositive impact on management, monitoring anddioation costipid).

As earlier mentioned, the success of any colleatiaeketing strategy depends greatly on the
willingness of the farmers to adopt decision malangl management systems based on trust
and common goals. The adoption of a democratic gawee leadership structure and a
transparent management system are key featureshwhigst be addressed inorder to
encourage participation and to build trust amomgsimbers (Kayobyet al, 2010). A skill
wide base of leadership skills most exists forfdrener group to be able to maintain market
networks (pbid). There is usually a natural tendency for leadprét evolve in groups with
internal differentiation in age and wealth (Markeloand Meinzen, 2009). Dedication and
commitment of the leader are very vital for farngeoups to access and maintain links with
markets especially when dealing with higher valwekats. Particular traits of the leader of a
group are also very important for collective act{dfarkelovaet al, 2009). The leader must
be trusted by the members, and have the necedsisyts motivate members and create
business links with outsiders. The leader need® tamore vigilant to ensure that problems are
solved as they emerge (Kagaetil, 2006).

» Type of product

The type of product has an influence on collectimarketing. There are significant
differences in the marketing of staple foods, petide crops and cash crops. Markeleta
al., (2009) classifies staple crops as bulky buttinedly easy to store and transport, compared
to perishable crops. Cash crops on the otherhadreshigh degree of processing and are
often for export. Collective action is more advaaaus for producers of staple crops,
because they have an advantage of bulking, stamadeinputs ipid). Perishables usually
require a greater technical expertise and updata#teh knowledge which smallholders may
not have. Collective action is necessary for texdiniexpertise, access to equipments,
transport and for market knowledge. High value patdl usually involve processing and
require greater technical assistance due to theiishmable nature, but may offer greater
returns to collective marketing than staple cr@pisl).

» Type of market
Collective marketing offer more significant bengfih allowing smallholders to reach larger
urban, regional and international markets. By actallectively, farmers are able to reach the
required quantity and quality standards necessarsupply most international markets and
also to cope with transportation and storage isgieskelova and Meinzen-Dick, 2009).
Smallholders face greater challenges to accessetsawkith very long market chains. Local
markets on the otherhand are easier to accessf@mdower potential gains (Markelovet
al., 2009). Collective action may therefore be recomnaedntifarmers need to access markets
with longer market chains and greater potentiahgdbid). National markets now offer
higher returns especially with the rapidly growisgpermarket chains and restaurants.
Exports markets may offer higher returns but alsss@nt some challenges to smallholders’
interms of quality, transportation and other markisk. Collective action may enable
smallholders tap into higher value distant markiisl).
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Collective action or organising farmers into growgas also be detrimental due to lack of
incentives especially when increased supply isnmatched by increase in demand and prices
(Kaganziet al, 2006). ‘Collective action needs to provide tangible prdfleabenefits if it is

to be effective or sustainablgaganziet al, 2006, 14).” Collective action may also be
necessary to overcome the high transaction costvievn marketing underutilized varieties
and species of products. Such products always neqaw skills from farmers and outside
agents inorder to expand their markets (Markektval., 2009)

» Institutional arrangements

Kaganziet al, (2006), recommend patrticipatory learning appioacinterventions related to
collective marketing engagements when dealing Wetmer groups, for this strengthens the
prospects of sustainability, as farmers become pfarthe learning and decision making
process in new interventions, ratherthan mere m&tip of information and guidance. Rules
designed within the group and which adapt to tr@ll@ontext are easily understood and
followed, and contribute more to the effectivenessl sustainability of any collective
marketing efforts than rules which are designedidatand imposed on the group (Markelova
and Meinzen-Dick, 2009). Kayobyet al, (2010), proposed the fact that farmer group
empowerment should address gender concerns, abuihis the organisations capacity to
understand and address the interest of men and wamevell as youths. Markelova and
Meinzen-Dick, (2009), call for institutional arraglgents that involve state agencies,
companies, NGOs and producer organisations, aswbigd take care of all the various
relationships along the supply chain, and ensumelyi provision of business development
services and funding where necessary.

» Facilitators
The ability of farmers to organise and learn neWssknd innovations still high depend upon
effective and longterm support from service proxsdéKayobyoet al 2010). Facilitators
would smooth the process by which smallholder fargreups overcome barriers to entry
into high value markets such as financial constsaimformation asymmetrics and technical
capacity (Markelova and Meinzen-Dick, 2009). Manxperts have reported collective action
and farmer organisations to have greater potertbadmhance farmer’s access to markets, but
usually smallholder farmers can rarely self-organ meet the level of formalities required
to supply high value markets (Markelosgal.,2009). Markelovaet al, (2009), highlights the
fact that most cases of successful collective adiiave been catalysed by a facilitator who
provides information, technical assistance as wasllbuilds both the human and financial
capacity of the farmer group.

Eventhough most literature acknowledges the impodaof a facilitator, the important
remains on who (public or private sector) is bestitioned to take the role of a facilitator
(Chirwa et al, (2005); Markeloveet al, (2009); Thorpet al, (2005)). Some critics like
Markelovaet al, (2009), believe public intervention may not hestainable, as there is
usually inadequate feedback to providers of sesvicewhether their services are appropriate
or not. Also, state provision of business develapinservices are highly subsidized, and this
may distort market pricesbfd). Private individuals on the otherhand seekingtganise
farmers may be doing so primarily to increase thein profits (bid).

NGOs have been cited by Markelova and Meinzen-O@809), as best suited as facilitators
of collective action. Inaddition to having a statevelopment agenda, NGOs work on the
ground and are more likely to understand the cdrdeg origin of the existing social capital
that would provide the basis for the formation afy amarketing group iljid). NGOs
facilitating collective action should have clearitestrategies, as this is critical for

35



sustainability of any collective action initiativéKayobyo et al, 2010). NGOs should
reinforce initiatives which build the capacity @rier groups to be able to conduct business
on their own. NGOs are best suited in facilitatiogllective action around marketing
processes ratherthan providing direct financialistessce (Markelova and Meinzen-Dick,
2009). NGOs maybe tempted to intervene too actitelthe extend of bailing out farmer
organisations with financial difficulties (Berdeqg901).

Farmer organisations should be able to ensureyclafriservices provided by facilitators and
their cost implications (Kayobyet al, 2010). Information on cost associated with piowg
services to support collective action should beifedal, as this helps to ensure sustainability
of collective action once subsidies provided bynpoter agencies are no longer available
(ibid).

» External environment

The market and the state are two major aspectseoexternal environment that may have
significant influence on the success of any calMectaction (Thorpet al, 2005). Group
formation for any form of collective action canrme successful within the context of state
hostility or microeconomic instability (Markelovat al., 2009). Good governance and a
reliable legal and credit system would undoubteidigrease economic opportunities for
smallholders, thereby encouraging them to join tloge and take advantage of these
opportunities (World bank, 2001).

4.4 The business model concept

As proposed by Zott al, (2010, 6), with a good business model manadersld be able to
answer Peter Drucker’s age old questions aboutisvtiee customer? What does the customer
value? How can we deliver value to customers aa@propriate cost and how do we make
money in this business? In responding to thesetignss Oxfam proposes five principles for
adapting a business model that can link smallhslder markets, and an assessement
framework for assessing its feasibility. The fiugnpiples and the assessment framework are
presented in chapter 4.4.1 and 4.4.2 below.

4.4.1 Oxfam’s five principles for linking smallholders to markets

Oxfam international while adapting business modelscorporate smallholders into supply

chains have advanced five principles that form amBwork which can best engage
smallholders in dynamic markets. The five principle questions include; Chain wide

collaboration and innovation, market linkages, faird transparent governance, equitable
sharing of costs and risks and equitable accessrtaces (Oxfam, 2010).

> Chain wide collaboration and innovation

This principle stresses the movement away from nassi models which focuses on
individual firms, with the existence of clear cudumdaries between the role of the firm and
the role of partners and clients to the developnoémhodels which encourages chain-wide
processes involving multiple actors (Oxfam, 201Djterdependence and collaboration
among the different actors is essential for thentifieation and resolution of problems

relating to commercial and social performance (@xf2010). Vorleyet al., (2009) believes

a collaborative network is necessary when dealiitly perishable commodities with special

food safety and quality requirements.
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> Market linkages

Oxfam, (2010) and Vorlegt al, (2009), have identified market linkages as aroom weak
point between smallholders and formal markets. Mahikkages must provide a consistent
supply of quality and safe products for buyers abmpetitive price. Direct communication
must exist between producers, suppliers and bugerasure stability in demand and supply.
Where direct collaboration between a single prodacel buyers is not feasible or scalable,
group organisation can increase farmer’s incentivesooperate and act as a single supplier
(Oxfam, 2010). Market-oriented NGO'’s can also assigacilitating farmers in developing
organisations that would establish an attractive ethical source of supply from farmers
(ibid). In some situations, intermediaries may be reguito aggregate production from
small-scale growers and also provide support anmdices which ensure quality and
consistency of productioribfd).

» Fair and transparent governance
“Fair and transparent governance of the supply shaiimportant in ensuring better quality
and consistency of production, and more stable fitsni®r producers(Oxfam, 2010, 11).”
This principle proposes the existence of clear gaderallyagreed terms of trade, pricing
structure and quality standards throughoutthe suppain from the outset. Oxfam, (2010),
believes when farmers act individually, they aredered by the lack of business expertise
and market knowledge, so this makes them suscepbhbéxploitative contracts of trade. But
when contracting as an organised group of farntbese is the existence of transparency and
smallholders can negotiate better prices and tefrtrade (Oxfam, 2010).

» Equitable sharing of costs and risks
This principle identifies the fact that lead firmsually have a market advantage of access to
customers and usually take much of the profit, &/kinallholders and intermediaries borne
much of the risk related to production and otheestment cost (Oxfam, 2010). Risk sharing
should be equitable throughout the chain, accongglahy better communication about the
various risk management schemes. Constant morgtamia reporting should exist to ensure
that risks are identified early (Oxfam, 2010).

» Equitable access to services
Ensuring equitable access to services is esséatialsuccessful trading relationship between
small-scale producers and processing companies af@xf2010). Smallholders need
assistance in accessing farm inputs, appropriatendéie, business training and technical
expertise ipid). If left alone, smallholders may not effectivalevelop best practises for
water, soil, labour and chemical management onr th@ims (bid). Partnership with
government agencies, NGO’s and other companiessagport smallholder farmers with
additional financial and technical resourciesd).

It is worth mentioning that all five principles arequired for setting up a framework which
can link smallholder farmers to formalised markdtse Oxfam’s five principles have also
been identified as useful for improving existingly chains; develop new value chains for
bringing products to markets, and also in implenmgnbew third party certification systems
(Oxfam, 2010).
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4.4.2 New business model assessment framework

Acting as a compliment to the Oxfam’s five prineglof linking smallholder farmers to
formalised supply chains is the OxfanRew Business model assessment framewdnis.
assessment framework is a systematic evaluatiotheffive business model framework
elements, to determine their adaptability in spe@tonomic and social environment. Table
4.1 below represents an adapted version of Oxfane®w business model assessment
framework with the various framework elements agldted assessment questions

Table 4.1: New Business model assessment framé@wf&m, 2010, 15)

Framework elements| Assessment questions

Identify the opportunity -Improved quality and security of supply.

existing or new supply-Supply chain efficiencies

chain. -Improved and expanded supply chains that incor@oramall-scalg
producers

-New marketing/product opportunities.

-An improved social “licence to operate”

Feasibility analysis testing -Is the offer attractive to men and women smalla@

the business and -Can the crop be grown efficiently and cost-contjpetly?

development case -Waht investment is needed to overcome structwaaldss and performanct
issues at farm and processing levels to meet reduiolumes and standards
-How do costs compare with current suppliers?

,\) A\Y”4

Engage stakeholders andWhat benefits are available for smallholders ahd wider stakeholders in
investors the supply chain?

-How are governments, NGOs, smallholder organiseticommunity group
and commercial organisations in the supply chaiepared to support you?

n

Design smallholder -Establish the value proposition and test it acrdssernal marketing
sourcing programme operations, and supply chain management teams.

-Adapt practices for sourcing and purchasing toule smallholders, against
the five principles.
-Upgrade the enterprises along the chain, basedhenidentified needs, to
improve productivity and to meet requirements foodoction and post;
harvest handling.
-Manage partnerships and attract co-investment t@roome structural
barriers and performance issues, enabling smallbaoid interests to bé
represented and improving the social/environmepgaformance of the chair
-Ensure that the corporate culture supports parstgp with incentives fo
buyers that are aligned with creating long-termisligy in supply chains.

— = \U

Measuring outcomes andAnalyse risks to the company, smallholders, amroaffected parties sugh
managing risks throughas climate change, changing consumer preferencé€amency movements
implementation -Assess progress regularly: reporting back, dismrss across the supply
chain, and a collaborative approach to identifyiagd solving problems.
-Draw up an exit plan and ensure the exit of NG&l donors, prepare a
plan to move out of the market without damaging libolalers in the event
that market forces change.

Applying the five principles together with the ndwsiness model assessment framework
offers a guide to creating a sustainable tradihgtiosship that would return more value to
small-scale farmers while delivering quality prottu@xfam, 2010).

38



All theories and concepts explained in the abovaptdgr most at times may not be as
successful as we may expect. Usually, the outcansiccess of a model or concept would
depend on the context in which it is applied. Thapter which follows is a presentation of
empirical material of four (4) agricultural devefopnt project carried out by two different
NGOs in different African countries. This empiricahterial shall be analysed in subsequent
chapters using the various models and conceptsemess above, to determine the
applicability of such models in the Sub Saharartexdin
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5 Empirics

This chapter presents the empirical background famdings use in the analysis in chapter 6.
The section onfolds with a presentation of the dhbesiness oriented international NGOs
choosen as case studies for analysis. After amdloiction the various NGOSs, is systematic
presentation of the principal unit of analysis whiare six (6) agribusiness development
projects carried out in Sub-Saharan Africa by teepective NGOs. The empirical material is
a combination of extracts from project reports frahe six (6) individual projects and

responses to follow-up interview questions whiclenelgenerated from the project reports.
The responses to the various interview questioffjs thegive a deeper understanding of the
various project reports.

5.1 Presentation of case NGOs
Basic information on the three NGOs (Swedish Caoafpex Centre, and FARM-Africa) are
presented in Table 5.1 below.Table 5.1 consishfarmation on the origin of the NGOs, its
vision, mission and source(s) of funding. Table lighlights method of work, priority areas
of intervention and target groups of the NGOs.

Table 5.1:Basic Information on case NGOs (origisjon,mission and sources of funding)

nd

Nameof | Swedish Cooperative Centre FARM-Africa

NGO

Origin SCC was founded by the Swedish Cooperative | FARM-Africa was founded in 1985 by Sir
Movement (SCM) in 1958, with an intention to Micheal Wood and David Campbell as a
express solidarity with poor people (SCC, 2007a, p¢harity organisation to help poor farmers ar
SCC has more than 60 member organisations in | herders in rural Africa to grow more food,
Sweden, and has been actively involved in keep healthy livestock and make a basic
international development cooperation programmesiving while managing natural resources in &
in Africa, Latin America, Asia, Middle East and sustainable way (www, farmafrica, 1, 2011).
Eastern Europe for more than 50years (SCC, 2007BARM-Africa has operations mainly in
6) African countries.

Vision “A world free from poverty and injusti¢g8CC, A prosperous rural Africa (www, farmafrica
2007a, 9) 2,2011)

Mission | -The guiding principles of SCC strategy are to help-To reduce poverty by enabling marginal
for self-help. African rural farmers, herders and forest
-To support smallholder farmers and their dwellers to make sustainable improvement
organisation in their agricultural development éo| their wellbeing (www, farmafrica, 3, 2011)
-To support poor men and women by enabling them
to organise themselves to increase their incomes,
improve their living standards and ability to deden
their rights.
-To strengthen the democratic and economic
development of their partner organisation.
-To contribute towards the development of a
democratic and just society.

Source(s) The principal source of funding for SCC projects is -Institutional donors

of the Swedish International Development Agency | -Trusts and corporate

funding | (SIDA), contributing over 72% of total income (SC| -Appeals and legacies

2011). Other sources of income include fundraisin
grants and donations.

g,Community fundraising
-Committed givings (FARM-Africa, 2011,26
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From Table 5.1 above, though both NGOs were nabéshed in thesame year, with the
Swedish Cooperative Center existing morethan tveades before FARM-Africa was
created, both NGOS share common vision and havesalitnesame mission. They are both
very interested in the African continenet and ia ¢hadication of extreme poverty from this
part of the world. Both NGOs relly on free will datrons from supporters of the work,

The next second part of the presentation of the Bl{6OGks at the target groups of the two
NGOs, they areas of intervention and their metoddark. This information is presented in a
tabular form in Table 5.2 below.

Table 5.2: Target groups, areas of intervention amethod of work of NGOs

Name of SCC FARM-Africa
NGO
Target -Rural poor households. -Smallholder farmers
groups -Members (men and women) of SCC partner | -Pastoralists
organisations. -Forest communities (www, farmafrica, 5,
-Farmer organisations (national farmer unions,| 2011)
cooperatives, commodity associations).
-Smallholder farmers (men and women), who 3gre
members of farmer organisations supported by
SCC.
-Farmer organisations who promote smallholder
farmer’s interest
Priority -Market information and analysis -Smallholder development.
areas of -Sustainable agricultural production -Pastoral development.

intervention.

-Market access and sales

-Organisational and business development
-Financial services

-Policy development and advocacy

-Community forest management. (www,
farmafrica, 4, 2011)

Method of
work

-Through partnerships , by placing great emphi
on local ownership and influences. Local partng
organisations are made to understand they are
owners of their activities and SCC only comes
to share its know-how and experience (SCC,
2007a, 45)

-SCC’s work is also carried out through networ
and alliances with local organisations

asiEmpowering grassroot communities by
2involving them in the process of developing
and testing agricultural innovations.
nDeveloping model s of good practices in
smallholder development , pastoral
development, land reforms and community
kforest management.

-Sharing of expertise with government ,
private sector and community members to
improve agricultural practices.

-Using latest communication methods to
increase the understanding of and engager
in African agricultural development by
organisations and public companies in the
northern and southern hermisphere.
-Influencing agricultural policies. (www,
farmafrica, 4, 2011)

Both SCC and FARM-Africa has as principal targetugr smallholder farmers in rural areas,
and their main area of intervention is smallholagricultural development in the form of
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promotion of sustainable agricultural practices aratket access. And their principal method
of work is through development partnerships wittalaorganisations.

5.2 The empirical results

Selection of the unit of analysis is done to haw@e connections with the selected theories,
with all of them sharing a common denominator whilsmallholder farmers. The selected
projects which consists the unit of analysis inetud

e Eco-Marketing project in Zambia (by SCC)

« Enhancement of dairy productivity project in Ugaifp SCC)

« Community-based sunflower promotion integrated wiibe keeping, Kitui
District, Kenya (by FARM-Africa)

* Improving household welfare by improving indigenoahicken production
through programmed hatching, Rakai district, UgaiityaFARM-Africa)

Presentation of the empirical material is done eswstically following some specific
headings. The headings in question are; basicnrdbon on the project, project objectives,
project participants, capacity building/strengtimgnand indications of success of project.

Basic information shall reveal information relating the name of the project,
sponsoring NGO, project code, host country, nam@astner organisation in host
country, project duration, participants, and spoingoorganisation.

Project objectives shall state the expectationsfitbe project. What the NGOs,
farmer organisations and other participants intencealise at the end of the project
lifespan.

Participation is dedicated to the participants gl referes to those individuals and/or
organisations having a direct impact in the proggcire impacted by the project.
Capacity building/ strengthening would be identityisystems put in place to improve
the ability of project participants to operate mumditer and monitor issues affecting
their organisations.

The main indications of success/failures of prgeuwthich are reflected in the
empirical findings are; changes in production vadgimchanges in incomes, access to
markets and marketing services, and contributionmverty alleviation.
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5.2.1 Eco-Marketing project in Zambia

The Eco-marketing project was initiated by SCC’steern Africa regional office in 2006,
with principal objective to increase production andome of organic farmers in the five
districts in Zambia (Kabwe, Mongu, Chibombo and Mgee).

I.  Basic information
Table 5.3: Basic information on Eco-marketing paobje

Name of project Eco-Marketing project

Name of sponsoring NGO Swedish Cooperative Centre
Project code p222

Host country Zambia

Name of partner Organic Producers and Processing Association otzam
organisation (OPPAZ)

Project duration 3years (2006-2009)

Direct project participants

-organisation 104 organic groups

-men 551 men

-women 368 women

Principal sponsors of SCC and Sida

project

II.  Project objective(s)

The main objective of SCC’s Eco-Marketing projecZambia was to help farmers practising
organic agriculture and processing to be able ¢oegse production and improve quality of
organic product (SCC, 2009). With increased pradacand quality, organic farmers can
gain access to niche markets for organic produatsiacrease their incomes by selling at
premium prices. SCC intends to help smallholdeaoigyfarmers in Zambia tap some of the
benefits from the ever increasing demand for highlity organic products while producing
in an environmentally sustainable way (SCC, 2009).

[l Project Participants

The Eco-Marketing project targeted farmers praagjorganic agriculture in the districts of
Kabwe and Chibombo in the Central province, Mongthe Western province and Mpongwe
in the Copperbelt province. Most of the projecttiggrants belonged to a producer group or
cooperative society. A total of 104 organic farrgesups participated directly in the project,
while an estimated 36000 smallholder farmers wdse garticipating indirectly through
outgrower production schemes for crops like cotwegetables, rice, beans, onion and bee
product (SCC, 2009). Each of the 104 organic fargneups elected a board that represented
them on all issues concerning price negotiatiorexketing, sharing of bonuses and also cost
and risk sharing (SCC, 2009, 21).

V. Capacity building/strengthening

The farmers in the districts of Chibombo, Kabwe,ngo and Mpongwe received regular
training from experts sponsored by SCC and OPPA&rd was significant improvement in

the frequency in delivery and quality of trainingticed from the year 2008 (SCC, 2009, 21).
The capacity of OPPAZ to source and access betétats for organic produce from Zambia
has also increased during the course of the Ec@atiag project. Most members of

organisations participating in the Eco-Marketingjpct can now successfully solicit for

funds for their organic farming practises. A goo@mple is the Mpongwe-Bulima Organic
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Cooperative Society (MBOCS which was able to seduneling for their organic farming
activities from the United States Agriculture Dey@hent Fund (SCC, 2009).

V. Indications of success of project
The first indication of success of the Eco-markgtiproject has been significant
improvements in production volumes of most orggmaducts. Outstanding increases were
noticed in groundnut and rice production. Groundmaduction went from 20tonnes in 2007
to over 28 tonnes in 2008 (SCC, 2009, 21). Ricelpetion especially in the Mongu district
also went up by 24% between 2007 and 200, More farmers especially in Mongu and
Chibombo districts are now adopting organic farnpngctisesibid).

Incomes levels for most organic farmers have irsgdasignificantly, especially as organic
farmers are now able to get premium prices forrtpebducts ipid). Groundnut producers
have seen their incomes increase by over 29.4%elet\2006 and 2008 (SCC, 2009, 21).
Cotton farmers in Kabwe got a 20% price increasehfeir products sold to Dunavaiibil).

Farmers of organic products are now able to acoaspetitive markets for their produce due
to the Eco-marketing project. Groundnut and redrdarmers are now able to market their
products in neighbouring countries, with organiodarcers now displaying their produce in
trade fairs in Zambia and abroad. Cooperative fiesidike MBOCS have been making

negotiations too with some foreign companies fa supply of organic groundnut (SCC,
2009). Access to remunerative organic markets leen facilitated by the fact that more
male and female farmers are receiving organic faation, with a total of 78 more female

and 82 male farmers in Kabwe and Chibombo distagistered for organic certification in

2008 (SCC, 2009, 21). OPPAZ has also received appfor its certified organic producers

to use organic labels that conform to Zambian G&tandards (SCC, 2009).

The SCC’s Eco-Marketing project’s contribution tovprty alleviation can not be left out. As

a result of the project, smallholder organic farsnesive been able to raise their incomes, and
this increase in income is lifting them out of pay€ibid).
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5.2.2 Enhancement of Dairy Productivity Project

The Enhancement of dairy productivity project waiated by SCC’s eastern Africa regional
office, with principal objective to enhance the aeaipy of the Uganda Crane Creameries
Cooperative Union (UCCCU) and other district coapiees.

l. Basic information
Table 5.4: Basic information on EDP project

Name of project Enhancement of Dairy productivity

Name of sponsoring NGOQ SCC

Project code P814

Host country Uganda

Name of partner Uganda Crane Creameries Cooperative Union (UCCCU)
organisation

Project duration 4years (2006-2010)

Direct project participants

-organisations 7 District unions of 90 primary diary cooperatives
-men 20, 000 men

-women 35, 000 women

Principal sponsors of SCC/ Sida

project

Il. Project objective
The main objective of SCC’s Enhancement of Daimydpictivity project was to improve the
capacity of the Ugandan Crane Creameries Cooperdiivon (UCCCU) to do business more
profitably through the collection, processing andrketing of dairy products (SCC, 2009,
18).

[l Project participants

The dairy productivity enhancement project at théial stage had involved different
stakeholders. Most of the stakeholders activelyigpated in the transformation of UCCCU
from a weak diary farmer’'s association with neitbéfice nor staff to a potentially vibrant
regional farmers union with a secretariat whichrdowated activities of the other 6 district
unions (SCC, 2009, 18). Each of the 7 district naibave a representative in the board of
UCCCU and who works in close collaboration with tesident field officer at the secretariat
of UCCCU. Selection of a representative to the dadrUCCCU is done by election in the
Annual General Meeting (AGM) of the various membeions (SCC, 2009).

V. Capacity building/strengthening

The EDP project has greatly improved on the capadit/CCCU to do profitable business in
dairy products. During the project period, UCCCUsvadle to review her administrative and
financial management procedures. The union and wfodste member unions have adopted
computerised financial accounting software whicls keeatly increased their efficiency in
managing union funds (SCC, 2009, 19). Selectedrusiaffs were continuously trained on
how to use the accounting software. With assistainoen SCC, feasibility study and
mobolsation of funds was successfully carried autthe acquisition of infrastructure to
establish a processing plant for dairy productsGS£009). Part of the funds mobilized was
also used to facilitate and meeting the requirenfi@nthe award of a license to operate a
plant. UCCCU after its transformation into a potalht vibrant diary farmers union is now
able to secure longterm credit for local creditounsi (SCC, 2009, 19).
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V. Indications of Success

Production volumes have increased tremendouslyeNdamary diary cooperatives are now
joining UCCCU after the EDP project. With the editiment of a strong dairy farmer’s
cooperative, dairy farmers now have greater infbgem the market (SCC, 2009). More
farmers who had neglected dairy production for yeard turned to beef production are now
producing milk (SCC, 2009). Bulking of milk from wm members has also inspired
production, especially as most farmers are escapmgransaction cost involve in marketing
of their dairy procerdure.

Milk prices have steadily rised from UgX100-200UWgX 280-300 (SCC, 2009). UCCCU
members recorded an annual turn over of Ug 9.9@Y Zibid) UCCCU members recorded an
annual turn-over UgX9.9 in 2007 just one year dfterstart of the EDP project (SCC, 2009,
18). The increase in income coming from the saleawf milk and processeg dairy products
by UCCCU (bid).

The marketing of milk from union members was dorelesively by UCCCU, who could
market in a wider market.The poor smallholder déarmers with land holdings of between 2
to 5 hectares are gradually finding their way olipoverty as a result of the EDP project
(SCC, 2009). Farmers were encouraged to regarg &miming as a potential commercial
activity. As the three years of the project padsgdUCCCU increased its efficiency in the
collection and markeing of member’'s milk. Many mal&ry farmers now have an almost
steady flow of income from ethe sale of their proslu

5.2.3 Community-based Sunflower promotion integrated with beekeeping project

This project falls amongst FARM-Africa’s portfolibsuccessful projects carried out in SSA
in the area of agriculture and agribusiness. Tlgept was one of the numerous projects
financed by MATF and involved the introduction @&wm high yielding varities of sunflower
and new technologies in honey production in Kitstrict, Kenya.

l. Basic information
Table 5.5:Basic information on sunflower promotiotegrated with beekeeping project

Name of project Community-based Sunflower promotrdagrated with
beekeeping

Name of sponsoring NGO FARM-Africa

Project code N/A

Host country Kitui district, Kenya

Name of partner Kitui Development Centre (KDC)

organisation

Project duration 2years

Direct project participants

-organisation 4 Community based organisations of 2256 farmers

-men

-women

Principal sponsors of Maendeleo Agricultural Technology Fund (MATF) andlFaMI-

project Africa
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Il. Project Objective
The principal objective of the project cited by FMFAfrica was to improve food security
and raise incomes for households in the Kitui ais{FARM-Africa, 2007, 46). The project
also intended to train participants on how to use rskills and knowledge in sunflower
farming and beekeeping. Because no major cashisrgmmwn in Kitui district of Kenya, so
many households are obliged to sell part of thel fttey grow to raise cash for the home.
(FARM-Africa, 2007).

[l. Project Participants

The Sunflower promotion and beekeeping projectetidd participants from several sectors;
NGOs, Community-based Organisations (CBO), govemnand the commercial sectors
(FARM-Africa, 2007). Initiation and coordination tiie project was carried out by the Kitui
Development Centre (KDC), and involved the par@tipn of 2256 farmers from 632

households who participated directly (FARM-Africa007, 46). The farmers were either
planting sunflower or practising beekeeping or doboth, and belong to one of the four
CBOs that were part of the projeiid).

From the government, the Ministry of Agriculturedahivestock Development (MALD),
provided technical input in the form of practicahihing on bee hive management and
sunflower production on demonstration plots in Farfield Schools (FFS) in the Kitui area.
Training on community organisation and leaderskdpetopment was provided by staff from
the Ministry of Gender and Sports, while extenssbaff from the Ministry of Cooperative
and Marketing Development came in during the seg@ad of the project to give lectures on
cooperative formation and loan management (FARMeAfr2007, 46). Most of the research
on sunflower varieties that would be suitable far Kitui area was carried out by scientists at
the Kenya Agricultural Research Institute (KARDARM-Africa, 2007).

From the commercial sector, African Beekeepersithitaally acted as a guaranteed purchaser
of honey produced by the project participants dad adviced them on the commercial aspect
of honey production. Private agro-vet shops andlloarpenters also participated actively in
the supply of certified sunflower seeds and impdobeehives respectively (FARM-Africa,
2007).

V. Capacity Building/ Strengthening
Apart from the training provided by the Ministry Afyriculture and Livestock Development,
the Ministry of Gender and Sports as well as thaisliy of Cooperative and Marketing
Development, more training facilitated by KDC wasoagiven on group leadership and book
keeping for leaders and book keepers of otherhsdf-groups affiliated to the CBOmid).
Most of the training held by the Ministry of Agriture at community level took the form of
talks and practical demonstrations on plots. Sofitkeotraining material was also distributed
to farmers, both to participants at the variousing sessions as well as to non participating
bee farmersilpid).

V. Indicators of success
During the course of the project, the typical yiefchoney per farmer has increased from 2kg
to 7kg per hive in a harvest (FARM-Africa, 2007 ) 4Harvesting periods have also improved
from 2 to 4 times in a yeaib{d). The number of self-help groups in the partidimat
communities have also significantly increased fro8nto 100 groups (FARM-Africa, 2007,
48). The increased production of sunflower oil laéso increased its availability to other
community members at an affordable priided).
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Household incomes from the sale of honey has &so from an estimated Ksh16.00 (16.00
Kenyan Shillings) per day to Ksh 50.00 (FARM-Afrjc@007, 47). This increase in prices is
due to improved quality, quantity and marketingiaps. Participants in the project had a
guaranteed market for their honey which was praViole African Beekeepers Ltd until 2006
when most of the marketing was now coordinated BCKSome middlemen also buy the
honey to process and sell in the capital NairoBiRM, 2007, 48).

As a result of increased and improved productiod emome, there has been changes in
consumption patterns as most households now hawnawst steady source of income, so
they no longer sell most of the staple food har¥estash. The Kitui community now has
four oil pressing machines, a semi-processing nma&ctior honey and 1065 improved
Langstroth hivesil§id).

5.2.4Improving household welfare by improving indigenous chicken production

through programmed hatching

Also one of those projects financed by MATF, thigject was initiated in 2003, in the Rakai
district of Uganda, and led to the introductiomefv chicken breeding technologies for
poultry farmers in the district and beyond.

l. Basic information
Table 5.6: Basic information on indigenous chickeoduction project

Name of project Improving household welfare by iojpng indigenous chicken
production through programmed hatching

Name of sponsoring NGO FARM-Africa

Project code N/A

Host country Rakai district- Uganda

Name of partner Community Integrated Development Initiatives (CIDI)

organisation

Project duration 2years (2003- 2005)

Direct project participants

-organisation 20 groups

-men Target was 2640 households representing 14 480idudils

-women

Principal sponsors of Maendeleo Agricultural Technology Fund (MATF) andlFaMI-

project Africa

Il. Project Objective
The primary objective of the project was to redtieelevel of poverty of subsistence farmers
in the sub counties of Lwanda and Ddwaniro, esfiga@aongst women and orphan-headed
households through the introduction of new chickeoduction techniques (FARM-Africa,
2007, 35). In an effort to improve indigenous clickproduction, the project aimed at
encouraging the adoption of new technologies iectetl breeding, programmed hatching,
stock management, healthcare , housing and feedipgultry (FARM-Africa, 2007, 36).

[l Project participants
The project benefited an estimated 14480 indivisidiadm 2640 households in sub counties
of Lwanda and Ddwaniro, eventhough direct participavere just 400 households (FARM-
Africa, 2007, 41). The participants took part iaiting sessions and also benefitted from
improved technology and free birds. The principalttper organisation to the project —

48



Community Integrated Development Inititiative (C)Ddoordinated most of the activities
during the project lifespan, including activitieg éither partner organisation.

Other active participants in the project includeeTNational Agricultural Research
Organisation (NARO), which provided most of theoimhation from research findings on
indigenous poutry, the Department of Animal Sciemtcethe Faculty of Agriculture at
Makerere University trained some of the particigasm data collection and record keeping. A
few local organisations like Rakai District Agritwdal Training and Information Centre
(DATIC), Indigenous Consultants Research and TraidNCORET), St Jude’s Organic
Rural training centre and district extension coaatibn office of Rakai all provided training
at one point in time during the project (FARM-A&ic2007, 37). Another active participant
was Rakai District Farmers Association, who helfpednobolisation and sensitisation of
farmers on the benefits of the project and in tissamination of information and supply of
inputs (bid).

V. Capacity building/strengthening

Training of the project participants involved bakieoretical and practical teaching methods,
which began with sensitisation seminars at the iyegg of the project to establish good
working relationships with district officers at waus levels. The trainers used leaflets,
handouts and in some cases visual aids. The cofosesed on construction of improved
poultry houses, selective breeding, feeding and feeing, disease control, programmed
hatching, business education as well as marketiogpn@tion (FARM-Africa, 2007, 39). The
project participants were encouraged to form grdaapmable the benefits of the project reach
as many farmers at a reasonable cost in the sh@assible period. The groups were also
trained on group dynamics, to ensure the group reesnare able to manage the groups
themselvesilpid). Community-based trainers (CBTs) were also setedtom amonst the
farmers and trained on improved technologies in agang poultry which they later
transferred to other poutry farmers in their comities.

V. Indications of success
Several factors can be identified and related ¢ostiiccess of FARM- Africa’s improvement
of indigenous chicken production project. Firstlyere is a reported improvement in family
incomes, as most of the households who participetatie project reported they can now
comfortably pay school fees for their children ah®@l (FARM-Africa, 2007, 42). The
improve quality of poultry products is being retied in improved prices and production of
poultry.

To improve access to markets, Indigenous Chickexeders and Marketing Association was
setup and some farmers who are members of theiasna@lso selling their produce through
the association. One of the farmer groups- The Bwie Kionyem Group was able to secure
an order to provide 2000chicks to the local madwetry month for five monthshid). But
due to lack of an incubator to help scale up prtdogcthe group alone could not keep up
with this order, so it had to request for assistanoem other groups to meet this ordéid).

Most households are now reducing their vulnerabtiit poor harvest of poor staple crops
especially as chicken manure is being used on féaonmscrease crop yields. The production
and sales of maize has greatly increased as tlais@irce of poultry feed as well as staple
food. This additional flow of income from poultrgpupled with increased production of
staples crops has greatly improved household rutriioid).
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6 Analysis and discussion

This chapter analyses and discuss outcomes of malpmaterial of the project with help of
the various theoretical propositions. The entireogess is geared towards answering the
research questions. As it is necessary to getlgpfalure and deeper understanding of the
situation and to acertain if the empirical findingse in line with the theoretical proposition
and research aims.

For a quick reminder, the aims of this researchewer identify the business models NGOs
are proposing for smallholder development, how eéhe®dels facilitate favourable market
linkages and performance, the factors responsiesficcess of the business models, the
relevant stakeholders, and exit strategy of NGOMe analysis begins with an identification
of the various stakeholder clusters followed by raspntation of transaction cost in the
smallholder agricultural sectors may manifest. 8ghent headings are; an identification of
the business models NGOs are applying in theirlleoider agricultural development
programs in SSA, followed by an illustration of hdxfam’s five principles for linking
smallholders to markets and its new business asseggramework can be applied to NGO
proposed business models. Other aspects discussbd analysis include; how NGO's are
meeting smallholder marketing challenges and fact@sponsible for success of NGO
models.

6.1 Stakeholders of an NGO sponsored agricultural project.

As Mitchell et al, (1997), suggested, directors of every orgamsagven NGOs need to be
sensitized on both the moral and legal implicatimistheir actions. In that light, the
identification of the different stakeholders of agricultural development project and their
attributes would help NGOs know how to effectivaeiyanage their programs in a society.
Based on Freeman (1984) definition of a stakeholaey individual or group of individuals
who can affect or are affected by the achievemehem organisation’s objective. It is also
important to specify that a stakeholder must naessarily benefit as an economic participant
(Rainey, 2006). The identification of the variousakeholder classes can be done
systematically base on their perceived relatiorsshipd claims to an organisation (Mitchetl
al., 1997).

The Swedish Cooperative Centre (SCC), in a pulidicabf its strategy for smallholder
development highlighted the existence of a widevodt of stakeholder and they grouped
them into 5 clusters (SCC, 2007a). The 5 clustergiestion are;

. Cluster 1, which is made up of development agendiks multilateral
organisations, multilateral and national NGOs, a#i as national donors.
. Cluster 2, is made up of service providers likevgie and government

extension organisations, financial institutionstnfar organisations, research institutions,
international and national NGOs.

. Cluster 3, are policymakers such as the centrakdyaparliament and trade
organisations.
. Cluster 4, is made up of the civil society commgsof thr trade unions, social

movements, private-public partnership organisatiorhurches and some political
movements.

. Cluster 5, consist of the target group or beneifiesga which are the smallholder
farm households themselves, farmer groups, farmepearatives, commodity associations as
well as farmer unions.
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The listed stakeholder groups can be very usetulINGOs who undertake development
programs aim at supporting and improvig the wetigedf smallholder farmers especially in

SSA. It should however be noted that this listas exhausive. The SCC list only provides
details on possible clusters of stakeholders, lesdot specify who are the most relevant
stakeholders in a particular program.

To further identify and analyse the relevant stakdérs of an NGO proposed smallholder
agricultursal development program, we shall intcwitchell et al, (1997) approach to
identifying stakeholders into the various stakeboldlusters, and try to distinguish them base
on their attributes. If the various attributes lo¢ tvarious stakeholders can be identified, then
it can also be vary possible to evaluate theirvieglee to a particular project and how their
demands should be addressed.

Table 6.1 below is a classification of the possistekeholders of the 4 agricultural

development projects which have been presentetidpter 5.2 above, with the help of SCC
stakeholder clusters and Mitchetlal, (1997) stakeholder typology model.

51



[4s]

s1onpo.ud Arep

sIealkg ul
a|qededal NDD0N
0} 1paJd wisibuo|
e papinoid yoiym

‘noo9dN

pauodwi Buijjes UpaId OMIO- 0} pajel|iyje Jou si aivsn-
suolun 101sI1g- siomadwo) - ‘awwresboid JoIym aAneladood [ ueg plUOAM YL -
‘'saelado syonpo.d Alosinpy ueld Airep Arewd ‘pun4
-00 Aurep Arewd- Alrep onsaswop reanynouBby |  Buissaosoud Aurep | e Jo slaqwaw Jo | abuajeyd ealy epuebn
‘(ND2oN ‘'srewiue Airep JO sla|e1ay- [euonep & aresado 0] asuadl| $aAnetadood Alrep | dood s.071 8yl - ur 10aloud
JO slaquiaw) yum spjoyasnoy epuebn ay1 ybnoiyl | e Jo anssl a8yl 1o} | JO Slaquiaw Jou "epIS sI yaiym |  Auanonpoud
syuedpied JO SIaquWiBN- ur i Aurep ‘Juawulanob djqisuodsal Aouabe | are oym epuebn 108loid Jo Josuods Alrep Jo
108l014- Slewiue AlreQ- JO slawnsuo)d- uepuebn ayl- | wuawulanob ayl | ul siawe) Alreq [ediouud ay] - Juswasueyul
20S-
ZvddoO- suonnyisul
‘ambuod yoleasay-
pue oquioqiyd "a0e|d Bunyey (S0Z) prepuels
‘nBuo ‘amagey| | si 108loid ayy alaym olueblQO uelgwez 109lo.d Jo
Ul s1onpoJd o1uebio [saniunwiwod amged] suonninsul a|dwexa o4 syonpoud |Josuods jediound eluezue |
J0 slossaoolid pue pue ogwoqiyd | ‘aanpoud oluebio [eroueuly | “aonpoud oluebio leanynoube Byl SI yoiym ‘epis ui 108foud
sJaanpoud olueblo ‘ombBuod Jo slossaosoud pue suonninsul jo siaowoud oluebio ayI| salouabe Bunaxew
lapjoyjrews ‘nBuo 8yl- | pue slBwnsuo)- JUBWIUIBA0S) | pue SUOIBIDOSSY tUOU JO SI199NpoId wuawdojanaQ — 003
Jamod Aoewniba) Aoewniba) s1: /o014
pue Aoewniba) pue Aouabin lemod pue Aouabin pue Jamod Aouabin Aoewniban lamod
‘Aousbin
lspjoysxers lapjoyaxels lapjoyaxers lapjoyayers lapjoyayels lapjoyayers lapjoyayers
aAuad 1uspuadag snoJabueq jueuiwod Buipuewsaq Areuonalosiq uewlioq

SWwire pue sanglile ‘sepjoysde:s JosadA |

[apow ABojodA Japjoydenl buisn 10aloud jeinynoube palaauold OHN 0SI8ISN|D JBP|oYaxeIS JO uonealisse|d :T°'9 a|gel




€9

ROLYV-INIVH-

110
(D1Lva) epuebn
'spJiq panoiduwil a.1us) uonew.oju| - Buiyorey
paljauaq Jayuny ‘'suay pue Bulures | weiboud
oYM Spjoyasnoy | Japaalq pue S}209 [eannouLby 's19Anq pue ybnoayx
MaU 00z 941 - | ylog ‘spaiq Annod 1V1SIQ | SJawIe) usamiaq ‘salleloljausq uononpoud
"109loud |10 spaalq panoidw- rexey ‘1340DNI uewa|ppiw 10011 uaaIyo
a1 Jo syuedpied ‘SAIV/AIH ‘AlIsIanilun e se pajoe | wol) ABojouyool snouabipul
10041p alam | Ag paloaye 10siq dlaJaXeN | Yydlym uoneioosse panoiduwil Buinoadwi
OYM Spjoyasnoy | rexey ul pjoyasnoy sbba pue I 109loud Bunaysew pue a1 paules| Aq arejlam
186101 Z01- papeay-ueydio | s1onpoid Anjnod ay) 01 suonesiuebio | Siapaaig UaXDIYD [OYM Salreldlauaq pun} 41VvIN pjoyasnoy
41VIN- pue UsWOoNA\- JO S Jawnsuo) Jaunred 1soN snouabipul ayL 10011pU| ay1 01 slouoQ Buinoiduwy

|l0 Jamojuns suolun apel] -

0] 91N11Isgns J1aylo "108loud

10 |10 Jamojuns | ayl ul Bunedioired

JO Ssla|leIoy- siauped

‘paonpo.ul Bulaq ‘slawle] ay) [e10JaWWo9
ale yaoiym Jamopuns | wolj Asuoy Ang 01 |  pue Juswuianob eAus)|
O sanaleA MaN- | paalbe pey yoiym ‘sOdD ‘SOON- ‘sjuedionred -108[01d
41VIN- yuea ay| - p1] siedasayaag "A1von 198l01d 10041pU|- Buidaay
BOV-INHV - ‘Asnod ul uedlly sayL- | |yl pue |4V | 'Ssaulsnq (uonepuno4 -99(] Ylim
DO~ | Buiall pue abeuoys ‘Aauoy | s|ans| Allunwiwod Jamojjuns pue g|geineyd Agsies pajelbaul
"100l0.d pooj Buloe) ale | pue |10 JSMOJJUNS Te Buiuren |'1qodreN Ul ||9S pue | Asuoy ul SA|OAUI | pue uolepunoy uonowoud
ay1 ul syuedionued oYM 1013SIQ 1INy Ang oym s|a1o0y | Buipinoid sadinias ssadsoud 01 DaM suonesiueblio 13||8)9%00Y) Jamojjuns
10211p aJe oym jo uoneindod ayy | pue spjoyasnoy) UOISUdIXd ayI| woJ Asuoy Anq apen punj 41VvIN paseq
spjoyasnoy Z£9- | JO 90/ 19A0 8yl - slawnsuo)- | siapinoid ao1nIes- OYM USWIPPIA [pue suolun apes] ayl 01 slouoq | -AllUnwwio)




From Table 6.1 above, the classification is donselaon the stakeholder claims and
attributes. It should however be noted that thés is not exhausive as more groups and
individual stakeholders can still be added to the As it can be noticed from the table, each
of the various stakeholders of an NGO project wiS&C (2007b, 10) have grouped into five
different clusters can be further subdivided basedheir attributes and claims to a particular
NGO project. As pointed out by Mitchedt al, (1997), it is important to mention the fact that
the three stakeholder attributes (power, urgenaylagitimacy) are multidimentional and a
combination of these three may result in deffeedtention from the organisation. Taking an
example SCC stakeholder’'s clusters, SCC and Sida grouped under the cluster
“development agencies”, but when you need to daS&CC and Sida based on their claims
and attributes to a project like the Eco-marketprgject, Sida would be classified as a
Dormant stakeholder while SCC is a Definitive stalder. Reasons being that Sida acts only
as a donor to a project but does not take activeipahe execution of the project, so it has
only “Power” as an attribute. Sida posses “powestduse without its donations, the Eco-
marketing project would not be executed. SCC onpiist as a definitive stakeholder
possesses all three attributes (power, urgencylegitimacy). Its power is reflected in fact
that it is the pioneer of the project, it providde funds and coordinates most of the
resources. Its legitimacy claim is reflected indesire for the project to be successful, while
the fact that SCC has a specified time frame tacweethe project and get results is an
indication of its urgency claim. This falls in lingith Mitchell et al., (1997) proposal that
time could be very important when determining thgeacy of a stakeholder claim, and also
how critical a relationship is with the organisatio

It should also be understood that stakeholderbates are not in a steady state (ibid). Some
stakeholders may also gain or lose different atteb under different circumstances. And this
would result to a gain or lose of salience. Forngpde, a financial institution which has
provided a longterm credit for a project to a farnorganisation remains a Dominant
stakeholder (power and legitimacy) or even a DgW¥iaistakeholder (power, legitimacy and
urgency) when the financial institution is own letmembers in the case of a cooperative
society. Once the farmer organisation completesayment of its debt, the financial
institution may cease to be a stakeholder in thréicodar project, and receives no salience
from management.

As Mitchell et al, (1997), had cited, stakeholder attributes areially constructed.
Eventhough this differs with the opinion of Freemamd Evans (1990), who classified
stakeholders as individuals having a contractutionship with the firm. In the present
situation of NGO projects, it may be convincingstate that most NGO relationships with
partner organisations and target group or benefsiaare socially constructed, due to the
altruistic objectives of NGOs. In a situation likke four NGO pioneered smallholder
transformation projects being analysed, as thenchaoves from NGO and smallholder
farmers, to the market, where we now have relatipssbetween smallholders and market
agents (wholesalers, retailers, suppliers) or dmllers and some service providers
(financial institutions, transport agencies,insge@ocompanies), the relationship switches to a
contractual relationship. These changes in natbinelationships also generate changes in
attributes and require change in salience. Managausdirectors of both NGOs and farmer
organisations must be able to identify such charigeattributes and claims inorder to
effectively address various classes of stakehalders

Though both SCCs stakeholder clusters and Mitchelal, (1997) Stakeholder typology
model could be very useful in classifying stakekaodd the important questions still remains
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identifying how much attention managers and dinecgtould give to the various stakeholder
classes.

6.1.1 Stakeholder salience

Stakeholders can always use their power and iriter@s organisation to oppose or support a
strategy Johnsoat al., (2008). Realising their importance, Johnstral, (2008), uses the
power and interest matrix to describe how stakedrsldan be classified in relation to the
power they hold and their interest in supportingopposing a particular strategy and how
managers should respond to them. Figure 6.1 bekowa iclassification of the various
stakeholder types based on the power they holdraeikst in an organisations strategy.

Low < Level of interest > High

Low
A B
Minimal Effort Keep informed
-Discretionary stakeholders -Dormant stakeholders
(non-project participanjs (donorg
-Discretionary stakeholders
(multilateral organisatior)s
)
=
o
o
C D
Keep satisfied Key players
-Dependent stakeholders -Definitive stakeholders
(members of smallholder households, local (smallholder farmers, farmer unions,
community pioneering NGO
-Dominant stakeholders -Dangerous stakeholder
(Trade unions, Government, social (consumers, retailers, wholesalers
movementy
Hiah -Demanding stakeholders
'9 (research institutions, commodity
associations

Figure 6.1: Classification of stakeholders usiRgwer and Interest matrix

Usually, the power and interest matrix works pehjeaell for firms and other profit making
organisations, but it may be a little bit tricky @happlying it to NGO programs. Most NGO
initiatives are voluntary, with the overall objeai being social welfare. In this light, one
would expect every stakeholder in an NGO prograrshare thesame non-profit ideology,
with great interest in social welfare. Fitting teestakeholders in the Power and interest
matrix may require some careful considerations. Egample, the stakeholder group
“donors,” constitute a very important stakeholdategory, for without donors, programs can
not be funded. Going by Mitchetlt al, (1997) classifications base on stakeholderbaiteis,
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the most feasible category where donors fall isnzont stakeholder, due to the fact that they
possess power with little or no urgency nor leggtoy claims., since most at time they never
participate in project execution.

Fitting “donors” in the power and interest matridgnors would fall in Quadrant B, because
they have a high level of power but with a low llegkinterest. In the situation of an NGO
project like the ones we are working with, a dohike Sida in the case of SCC projects or
The Rockefeller foundation in the case of FARM-A#; donors usually possess power and a
high interest in the outcome of the project., smaggers always make sure they are kept
informed.This additional attribute (high interest)pves donors from quadrant B to quadrant
C.

As it can be noticed above, different stakeholdeay attract different stakeholder salience
based on surrounding circumstances. Reasons whghdlitet al., (1997), concluded his
theory by acknowledging the fact that there haba&n any individual organisational theory
that has offered definite answers to questiongakebolder- manager relationships.

Some relationships like those with the type of shaltders classified as “dangerous
stakeholders” who posses both urgency and powebwdts, for example, the relationship
between smallholders and their suppliers, smaldrslénd wholesalers or smallholders and
middlemen, in some circumstances if not well hathdieay result in an additional cost for
smallholders. This additional cost that arise doe an exchange relationship which
Williamson, (1996) has baptised “transaction cast’highlighted by so many scholars
including Hazellet al, (2007); Jayneet al., (2007); Kherallah and Kirsten, (2001) and
Makhuraet al., (2001) as a principal constrain to active partaitign of smallholder farmers
in high value markets.

6.1.2 Women as key stakeholders in smallholder transformation

The role of women in smallholder agriculture hasrbelassified by Temu and Temu (2006),
as very significant. Reasons why their claims sthdod treated with urgency. Women can be
found playing the role of farmers in their fieldbburers on the fields of other farmers, and
even food vendors in the market. Women in SSA,cslpi have to shoulder much of the
household maintainance work and child care in audito their work on the field, reasons
why the Swedish Cooperative Centre has classifiemntto have the toughest job in the
world. Temu and Temu (2006), also highlights thet fthat women are indirectly the
managers of most food crop farms, but unfortunatidlgy still do not have full access and
right to own and control most productive resouréeseveral parts of SSA, the male heads of
households are still the only ones with right tondand, eventhough the women are the ones
who work and manage the land. They even cases bewben the male head of the
household dies, the widow and other family depetelane deprived of the land, which is
passed on to another family relativieid). Identifying the fact that if those challengesmen
face in land ownership are addressed, this cowdd te great improvements in production
volumes in SSA, there has been increased sengmtZabm NGOs and other actors who have
been fighting mainstream gender issues. Thesetgtiave are gradually resulting in a change
of mentality and some women now own land (SCC, ap07

The Swedish Cooperative Centre in most of its etjias has always adopted policies which
mainstream gender equality in farmer organisatidmsl with this approach, it has not only

looked at internal opportunities and leadershipasswith respect to gender, but they have
extended their attention to political and strudtgender related issues within the agricultural
sector as a whole. This approach can be noticéteinumber and composition of participants
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in the projects they have initiated. For the EDBjgut, out of a total of 55, 000 direct
participants, 35,000 were women, and the Eco-miaudkgiroject had 368 women organic
farmers who participated actively. FARM-Africa alsonsiders women as key stakeholders in
smallholder agricultural development, reasons wig principal target group were women
and orphan-headed households for its improvemeimdefyinous chicken production project.
This gender equality approach to agricultural depeient is been shared by Oxfam, they are
also of the opinion that smallholder agriculturpexsally in SSA depends greatly on women
labour, so if women can have equal access to mgintoupled with a reduction in their
domestic workload, this would greatly increase puatidity and overall efficiency of the
supply chain (Oxfam, 2010). Oxfam also believest thwomen earn more income, there is
improved nutrition for the family, therefore by ediaing women’s status with those of men
could cut rates of child malnutrition for childrender 3years of age (Oxfam, 2010, 7). Also
in support of the fact that there are potentiagdaoutput as well as welfare gains if women
farmers are given increased access to productidnsapport services, Alengt al, (2008)
request the development of human capital assetsumfan. This could take the form of
education of girls and the setting up of extengomgrams that are appropriate for women
farmers.

Ezumah and DiDomenico (1995), writing on the raldgbbo women in Nigerian agriculture,
brought forward the need for an improved methotesburce allocation, which allow women
imparticular access to resources to improve th@dyctivity. Sharing in this idea, Temu and
Temu (2006), recommended that agricultural loamsather resources should be allocated to
farmers in proportion to their actual contributidostotal agricultural production and not on
gender grounds. Talking about loans, the Global dddplateform for Rural Development
(2008), highlighted the fact that women have alserbreported to be better re-payers of loans
in micro-credit schemes, yet they still have lirditgccess to credits. With improve access to
capital, women can lease more land for farming, fawgn inputs, farm equipments and even
hire labour (Temu and Temu, 2006). Reasons why sgender conscious extension services
are increasingly designing gender specific appresichhich allow for a redress of gender
disparities.

In addition to the above mentioned potential begefiom investing in women, Tsegaye
(1997), had identified the fact that labour exclepractises, which is common amongst most
women groups in SSA, can also serve as a potestiaice of cheap labour for the farm.
Women are also very flexible in exchanging inforimat either between individuals, or
amongst groupsikid). In many rural areas in SSA, women meet regulamlyinformal
meetings, and this serves as a medium for infoonatharing. Information is also shared by
women on their way to the market or to the farmegése (1997), also cited the fact that
women have been found to have tremendous wealtknofvledge in identifying and
characterising the various crops they grow. Thisceh skill helps them in differentiating
crop quality base on the colour, size, taste andif@ss. These factors are quite significant in
the storage life, price, marketing, cooking andritiahal quality of a crop. Therefore such
skills could be of significant benefits to both guzers and consumers.

In a nutshell, for any agricultural developmentgreon, it is important to determine first

which gender produces for subsistence, who prodtmeshe market, and who are those
involve in non-farm activities. Such distinctionfiieh employ gender issues provide a good
base for a meaningful agricultural development pogwith greater impact, as support is
being channelled where it is highly needed.
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6.2 Manifestation of transaction cost.

The ability for smallholders to participate in highalue markets is often reflected in their
ability to successfully compete with alternativepgliers (Hensoret al., 2008), and the
willingness of buyers to procure from them withhmeir particular regulatory context and
commercial requirementsb{d). As identified by Kolk and van Tulder, (2006), g most
common to see market leaders sourcing from a péatidase of smallholders when it is
profitable to do so, and they would quickly swittth new suppliers when problems arise
and/or new opportunities show up for them to redinesr procurement cost. Though these
economic agents intend to be rationale, they dce Hamitations. A phenomenon which
Williamson, (1996) refers to as bounded rationaditd opportunism. Both are key aspects
that best describe the attitude of economic agents.

With the restructuring of global value chains ah@ tlways increasing recognition and
adoption of agri-food standards, transactions aeoiming more complex and require closer
coordination of activities and traceability of ptatis and raw materials with the supply chain
(Poultonet al, (2006). As Poultoet al, (2006) reveals, most downstream buyers areddste
seeking to consolidate their relationships withefprred suppliers” ratherthan creating new
relationships. And because meeting market entryireepents maybe very costly, especially
for smallholders, buyers too on their part usualkynot want to take full responsibility of
certain market function (Pingaéit al, (2005). This factor amongst others greatly hiade
smallholder participation in high value market chels.

Transaction cost in smallholder agricultural in S&8& cited by Jaffee, (2005) and Winter-
Nelson and Temu, (2005), is also often reflectethenlack of cultivable land, infrastructure,
key production assets and market information. Iditawh to observations made by Jaffee,
(2005), Hazellet al., (2007), identifies small scale farming in SSA dwmracterised by
undercapitalisation, and often undereducated fezrmdro have special disacdvantages in
accessing farm inputs, new technologies, creditisnaarkets.

Transaction cost originating from the procuratidrappropriate farm inputs as identified by
Staatz and Dembele, (2008) as well as Bingen, (208fhstitute a mmajor constraint to
smallholder development. In some countries in S&Aallholders are still unable to access
cost effective farm inputs, due to numerous adnratise bottlenecks especially when such
inputs are provided by the government (Bingen, 20&ich was the case with poultry
farmers in Rakai district Uganda, who had to tarcdmmercial sellers of vaccines, because
local organisation (Community Intehrated Developtraitiative, CIDI) which always out of
stock of vaccines, due to the fact that governn@mds to the local government councils are
irregular. But with the initiation of FARM-Africa’dmprovement of indigenous chicken
production project, most the famers received biroisn CIDI that were already vaccinated.

Having access to new technology is another comstsanallholders face. Technology and
infrastructure are closely related to the aspeetsset specificity as a cause of transaction cost
raised by the Williamson, (1996). Some farm equiptmefor example a tractor are so
expensive for a single smallholder farmer to béiyhé owns one, his farm operations are so
small for him to be able to cover running costhe tractor. Taking an example from FARM-
Africa’s Community sunflower integrated with beeeking project, most of the farmers
growing sunflower in Kitui district could not affdran oil press, which is needed to get the oil
out of the flower. The relied on the services at’ge owners of oil presses which at times
are far away, overcrowded, and with a high feeap. But FARM-Africa has provided two
oil presses, which serve the community, and farnoeny contribute a fee to KDC for
maintainance and servicing of the press. This laatky increased production volumes of
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sunflower oil. Another good example is the EDP g@cbpioneered by SCC in Uganda. Where
SCC realised the only way farmers could avoid exqion from private owners of dairy
processing plants was if the farmers owned theim processing plant. With the coordination
of UCCCU, a dairy processing plant was set up nawes all the 70 primary dairy
cooperatives who are members of UCCCU.

Related to asset specificity is the issue of dediifon and liscencing. Most farmer can only
be certified for the production of a single cromdawould require a separate organic
certification if he wants to produce another kirfdpooduct. Also, certain certifications are

only recognised by specific customers, and a smlakin may be faced with the need for
several types of certifications if he/she wishessétl in several markets. A certification

becomes useless if he/she losses market shagamieular market. In SCC’s Eco-marketing

project in Zambia, it was advantageous for orgéammers to acquire a group certification for
each organic product they intended to market. phigess greatly reduced cost and risk to
individual organic farmer.

Linking informal smallholder producers to formal rkets require constant accessibility to
market information (Jaynet al, 2007). Transaction cost may result due to hijbrmation
cost and because individuals want to exploit otiggrerant of their advantages (Allen, 1999).
Sometimes this cost may include the cost of seagchur trading partners, cost of screening
the partners, bargaining cost, enforcing cost arsdl @associated with negotiating (Markuta e
al., 2001). Some of this market information is promrgtand only available to those willing
to pay (Jaynest al, 2007). This is very true when it comes to negotg and bargaining. A
cooperative like the Mbongwe-Bulima Organic Coofpieea Society could only negotiate
effectively with the Dutch company- Trading Orgaii¥, by making use of the services of
both legal and marketing consultants. This is whie low level of education of most
smallholder farmers in SSA acts as a setback agehcy cost also steps in. As Jawtal,
(2007) explained, the legal systems are so sopaieti for smallholder farmers to
understand, reasons why some contracting arrandent@ve often generated numerous
disputes. Because most farmers are not educatedglento effective manage more
sophisticated agricultural business operationsplealiwith the fact that some grades and
standards are incomprehensive to most smallholdendrs, and would always require
expensive visual inspectionghifl). Most supermarkets now impose stricter standéods
consistency in both quality and timeliness in sypphd at times trace the consignments back
to the source to confirm how they have been prodifeazellet al, 2007). Some farmers in
an attempt to solve this problem have tried rermwiprofessionals, but the labour laws in
most SSA countries require a minimum wage whiclngles farmer can not pay (Engligt

al., 2006). Reasons why acting collective has beemgly suggested by Markelowt al,
(2009).

The medium of exchange and role of middlemen wdemntified by Coarse, (1988) as
potential breeding grounds for transaction costsdjgport this statement and relate it to SSA,
Jayne and Jones, (1997) identified the slow devedmp of institutional policies for
supporting smallholder agriculture in SSA, as tremiactor which has resulted in an almost
total dependence on middlemen by smallholder fagsnf@r the marketing of their products.
Most of these middlemen are more knowledgeable tabwarket trends than the farmers.
FARM-Africa was keen to realise the weak bargainpagver of the honey farmers in Kitui
district and the middlemen who come from the cpuity Nairobi to buy their honey. The
project they pioneered was able to link the fargreups to African Beekeepers Ltd, who had
guaranteed purchase of all the honey the farmeduped until 2006. This guaranteed market
boasted production and encourages more farmerak® up apiculture. The farmers also
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received training on commercial production of hofreyn African Beekeepers Ltd, and this
further strengthened their bargaining position viitlyers from big cities.

Transaction cost can also manifest as smallholalendrs attempt to comply with complex
government regulations and tax systems. Becauskhsidars have relatively little political
influence, their opinions are usually not refleciadregulations governing this agricultural
sector (Jaynet al, 2007). The OECD, (2008), highlighted the facttthere is still a high
degree of complexity in the registration procesbudinesses in most SSA countries. This
constitutes one of the reasons why most smallhotdeners have preferred to remain
informal ratherthan spend time and money to regisieir farm business when they are not
sure of significant benefits.

Haven identified transaction cost as a potentigstain which doesn’t only hinders initial
entry of smallholders into high value markets, lago affects their ability to sustain
participation in high value markets. Some NGOs #&C and FARM-Africa as well as some
journal articles like Hazelet al, (2007); Kherallah and Kirsten, (2001); Markelostaal.,
(2009), just to name a few, have identified allesiccollective action, vertical linkages as
possible options to help reduce transaction codtimprove coordination and trust in supply
chains.

6.3 Identification of NGO proposed business model

Intervention in smallholder agricultural developrn@mthe form of training in agribusiness
management and operational skills can be very umsntal in enhancing smallholder
capacity (Tschirley, 2007). Taking into consideratihe fact that agricultural development
may require considerable investment, it is necgdsahave adequate and appropriate market
information before engaging in any considerableegtment in agriculture (Bertolini, 2004).
In support of Bertolini, Hensoet al, (2008), proposes that SSA smallholder farmeasiish

be aware of demand requirements, understand erpokets, pricing mechanisms and have
atleast elementary knowledge in financial manageéntumming the various opinions, Zott
et al., (2010) summarises the various schools of thouglhtis assertion that — with a good
business model, managers can be able to develdpiralde business. This idea has been
adopted by SCC and FARM-Africa, who are both adyiviavolve in smallholder farmer
transformation in SSA. The two NGOs have propos#drdnt approaches towards building
sustainable smallholder agribusinesses. These agpes are examined below;

6.3.1 SCC’s approach

The Swedish Cooperative Center cited in its stsatégr market based agricultural
development that “thehallenge for small-scale farmers is now to findyss and means to
develop their own sustainable organisations whiah assist them to find links to gainful
market.” (SCC, 2007b, 8). They believe that for smallhdde take advantage of emerging
opportunities in new global value supply chains aaghisticated food markets, they need to
become more professional, organised and more foeuke market and its dynamics (SCC,
2007b). Most SCC sustainable agricultural develognpeograms focus on supporting the
formation and development of farmer organisati®@@C believes with a strong organisation,
farmers can develop methods for sustainable agwi@ll production and strengthen their
capacity to access markets. Farmer organisatiomsals® develop and improve methods to
access affordable rural financial services. By#stg to enhance its network and collaboration
with farmer organisations in Southern and Eastefricd SCC was urge to sign a
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Memorandum of Understanding with some regional aatibonal farmer organisations. SCC
realised only a limited number of farmers can bached if they had to target individual
farmers, but by using farmer groups, it can edwsiiyg benefits to a much wider population.

6.3.2 FARM-Africa’s approach

FARM-Africa has baptised its models “models of ggudctice.” FARM-Africa expects these
models to be sustainable, adaptive, cost effeciv risk free. The main focus of FARM-
Africa’s models is on innovations in technology,rtparships and process. The aim is to
improve people’s ability to take advantage of opyaities for increasing their household
incomes, improve on their access to food and muttias well as also improve animal health
care, while protecting the local environment. Bypireg African farmers find local solutions
to their problems, FARM-Africa believes this woubdast their entrepreneurial spirits and
constitute a solid foundation for a prosperousirafaca. FARM-Africa is making use of the
experience it has gained over several years ofegiang agricultural projects in Africa to
develop models of good practices which are adaptivé replicable within and beyond
FARM-Africa’s programs. Such models emphasisesdmiyp farmers together as a way for
them to connect with each other, thereby strengtigetheir position in the market. Good
examples of FARM-Africa’s models of good practice avithness in projects financed with
the Maendeleo Agricultural Technology Fund (MATF).

Maendeleo Agricultural Technology Fund (MATF) prige

Both the sunflower integrated with beekeeping projand improvement of indigenous
chicken production through program hatching proge part of the MATF projects. The
principal objective of these projects was to praadbe dissemination of innovative
technologies. The technologies ranged from thedhitction of a new variety of a crop that
farmers already grow, to the establishment of atiredypn new farm enterprise and/or the
promotion of knowledge about new ways of managkigtieg enterprises.

The approach FARM-Africa used in the MATF projestss geared towards bringing together
partners with complementary expertise and resoutcework with farmer groups. The
combination of partners included atleast one oggitn with access to the new technology
in promotion, another organisation with resourae$i¢lp take up the new technology to a
significant scale, partners to provide trainingysh to facilitate market access, and in some
cases, partners who can provide financial senticéarmer. A common feature in all MATF
projects was to tackle those identified constraintshe current marketing systems and to
enable farmers take advantage of new opportunifMdisthe projects stress the need for
partnerships, be it partnership amongst the farmpagnership between project facilitators
and partnership between farmer groups, NGOs, CB@&rnments and private sector.

With principal objective of the MATF projects thessemination a new technology such that
it has an impact on the farmers and other stakem®ld the wider community. At the center
of both the sunflower integrated with beekeepind anprovement of indigenous chicken
projects were farmer groups. FARM-Africa had eitharked with existing groups or had
encouraged farmers to form new groups. These grpupgded a structure within which
most of the project activities are carried out. MMRfrica also introduced what she calls
Farmer Field Schools (FFS). Farmers voluntarilyeagto join an FFS, where they meet
regularly during a whole cropping season with ateesion worker or a scientist who guides
them as they try out experiments with new technelt¢p see how they could be applied to
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their circumstances. In the FFS the farmers sliwasi and draw their own conclusions about
the benefits of a new technology and how it carpattatheir own farming system.

From the analysis of the approaches used by bo@ &@ FARM-Africa, it is very clear that
both NGOs encourage group formation and for varr@asons prefer dealing with groups of
farmers than with individual farmers. Some of tlwengs forwarded by both NGOs for their
preference of farmers groups to individual farrmetude the following;
» Groups especially existing groups already havensiderable amount of social capital
which provides an advantage for the success oépi®j
« There is a high degree of identity, solidarity ardelement of trust amongst group
members, which provides a ready-made forum fooducing new ideas.
* Working with groups is very cost effective, aseatiuces the need for multiple training
sessions and the multiplication of training matsria
* Groups have shared resources, and in some casefatilitates the provision of
credits.
* Groups are more likely to continue operating evédmenvproject funding ceases and
support from NGOs is ho more available.

Therefore the principal business model the two NG&e proposing for smallholder
development is collective action, and they bothelvel that if SSA farmers find solutions to
their problems locally, such solutions are mordanable than solutions imposed on them by
outsiders.

6.3.3 Discussions on collective action as a business model for smallholder farmers
Innovations in existing value chains and market@gangements are presenting new
approaches that can transform in favour of smaldofarmers. IFAD, (2001) had cited
approaches that encourage the demand for traditipr@ducts through new ways of
processing and other value-adding activities. Maskaeet al., (2009), is of the opinion that
collective action in the form of farmer organisaso offer favourable conditions for
smallholders to participate in markets more effedyi. They identify collective action and
producer organisations to be amongst the focalsapégpro-poor market approaches. They
also cited some cases where the support of farmgangsations have mitigated market
inefficiencies which have prevented smallholdemrfrparticipating in markets which can
give them opportunities to raise their incomieéd]. In support of Markelovat al, (2009),
Thorp et al, (2005) believes collective action can help shwdtler farmers overcome or
reduce barriers to entry into markets by improvihgir bargaining power with buyers. In
addition, Stockbridgeet al, (2003) proposes collective action as a favoeraigtion for
smallholder famers as they try to reduce transaatast associated with procuration of farm
inputs, accessing new technologies, obtaining sacgsnarket information and participating
in high value markets. Collective action in thenfoof farmer organisations or producer
groups may also help famers overcome other settsnkiholders face like poor rural roads
resulting in high cost of transportation, the néadresearch and extension services as well
access to credits (Hazel al, 2007).

Most buyers on their part would always prefer t@ldeith producer groups ratherthan
individuals because they are more certain of destlpply than when dealing with individual
farmers Vorleyet al, (2007). In support of this fact, Markeloea al, (2009), highlighted
claims of increasing evidence of willingness of eaumparkets to include smallholder producer
groups into their procurement chains if they caocsasfully deal with economies of scale
and coordination issues. Talking about supermarkétsis interesting to mention
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Weatherspoon and Reardon, (2003), who are of theoopthat some producer groups would
prefer to deal with domestic supermarkets rathartegport markets. Reasons being that
domestic supermarkets also offer a stable markt gaod profit margins and in some cases
less stringent food safety and quality requiremeniss could be a very good option if only
the quality and safety requirements are good entmugliarantee the safety of consumers and
whether supermarket chains in SSA countries aredeskloped. Individual farmers on their
part may find it difficult meeting up with increagg market demand and increased cost of
production whereas with farmer groups, it is eashdndle this cost, as it is shared amongst
group members.

In conclusion therefore though farmer groups mayehso many advantages, forming and
sustaining groups is usually not so easy, as it regyire special skills in managing conflicts,
especially conflicts related to financial issue BM-Africa, 2011).

6.4 Application of Oxfam’s five principles and its new business
model assessment framework

Incorporating smallholder farmers into domestic agidbal supply chains has kept on
featuring in so many pro-poor development progra@sfam in its publication about
adapting business models to incorporate smallhdigeners strongly supports a pro-poor
approach as a very feasible option that could hammificant positive impacts on
development. By drawing lessons from both successddailures of programmes related to
smallholder agricultural development and value clt@velopment, their have proposed five
principles for linking smallholders to formal matkeThe principles proposed by Oxfam as
earlier mentioned include; chain-wide collaborataom innovation, market linkages, fair and
transparent governance, equitable sharing of austriak, and equitable access to services.
Tables 6.2, 6.3, 6.4, 6.5 and 6.6 below presentsarmlysis of these five principles
respectively, and shows how they relate to theouariNGO proposed business models and
projects presented in this paper.

6.4.1 Principle 1: Chain-wide collaboration

As highlighted in Oxfam, (2010), the developmentsaktainable commercial relationships
with shared goals is essential for the identifmatdf both commercial and social problems in
a value chain. They also added that collaboratasdiways stimululated innovation as actors
in the value chain grow to understand their intpeshelencies and needs to adapt to changing
markets. Table 6.2 below analyses how both SCC FERRM-Africa collaborated with
various actor in selected projects
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Table 6.2: An analysis of chain-wide collab

oratioNGO projects

Swedish Cooperative Centre

FARM-Africa

-SCC has always tried to involve its partne
at all levels of a project, from the making ot
resolutions, planning of project activities, a
even during periodic monitoring of the
progress of a project.

-SCC is also greatly increasing learning
within local partner organisations, and has
always builds on existing systems within a
partner organisation to enhance monitoring
and capacity building. For the Eco-marketil
project, SCC actively collaborated with
OPPAZ, which acted as the principal partn
organisation. OPPAZ was able to mobilise
104 organic farmer groups from the district
of Kabwe, Mongu, Mpongwe districts, who
were direct beneficiaries of the project.

-Chain-wide collaboration can also be notig
from the involvement of buyers of organic
produce, like the case of Dunavant, who

purchased cotton from Kabwe cotton farme
The Zambian Organic Standards organisat
was also active inspecting the farmers to

ensure they produce organically and issue
organic certifications to deserving farmers.

'sFARM-Africa for its projects has involved ¢
wide range of partner organisations. They
nchost of the time collaborate with other
NGOs, university departments, CBOs,
research institutions, government ministrie
and even commercial companies.

-For the promotion of indigenous chicken a
programmed hatching project, FARM-Afric
worked in collaboration with atleast 8 partn
ngrganisations. There was the Community
Integrated and Development Institution
2(CIDI), who was very active in coordinating
the activities of the project, Makerere
sUniversity through its department of Anima|
science, who helped trained farmers
especially in data collection and record
keeping. Other partners included INCORE]
awho trained farmers on innovative hatching
technologies, St Judes Organic Rural
Training Centre, which provided space for
ren-farm demonstrations on sustainable
i@gricultural techniques and the distric
extension coordination office of Rakai whic
nhelped in the vaccination of the birds. More
partners included the Rakai Farmers
Association that mobilised the farmers wha
participated in the project and the Indigend
Chicken Breeders and Marketing Associati
which was set-up to assist farmers market

their products

nd
A

ier

DUS

As cited by Oxfam, (2010), certain pre-conditionsistnexist for a successful chain-wide
collaboration in a program. For the larger the namihe partners, the more complicated it

can be to coordinate and manage the activ

project.
The vision/goals of the project must

start of the project.

itiespodj@ct. The pre-conditions include;

be sharedvsyyepartner.

meetings and informally amongst staff from theetiint organisations.

Each of the partners should have the right skilld @sources needed for a particular

The expected role and responsibilities of the gastmust be clearly stated from the
There must exist good communication amongst partoeth formally through regular

There must also exist the possibility and willingsidor the partners to adjust their

programmes in their organisations such that it senodates the needs of the project.

Both

SCC and FARM-Africa from experienced gainedrkity in partnerships for

development projects always make use of a MemoranoiuUnderstanding to reach and

keep agreements.
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Writing to support the need for collaboration in adiimolder development, the World

Economic forum (2010), suggested a type of collaton which they called “a bread

basket,” whereby resources are concentrated irnren \sith the most agricultural promise.

They believe this has the advantage of maximisifigency, improve food security and creat

some suplus for off-farm development. Another apfior collaboration could be in the form

of value chain interventions, as this has the athgenof targeting the stimulation of business
investments in the production of a particular goeth the aim of improving its value along

the value chain. Collaboration in the form of inemtion by external development agencies
like NGOs has been encourage by Wenar, (2006hiashas the advantage of promoting
improvements in accountability, a focus on technioglementations as well as ensuring
sustainanble benefits for smallholders and thewlihoods. The establishment of trading
networks between small exporting marketing entegsriin Africa and importing countries

may help reduce the risk of transaction cost, winilgéeasing the capacity of smallholders to
access credits and market information (Maxwel aptidrhan, 1997). Collaboration too in the
form of contract farming could be essential foribass to ensure a regular supply of raw
materials for export and processinlgd).

The role of the private sector too can not be uestenated, for it may actively participate in
investments in supply chain infrastructure, transfietechnical know-how as well as market
information to smallholders (Humphrey, 2006).

6.4.2 Principle 2: Market linkages

Smallholders now have opportunities to exploit eicmarkets for agricultural products
(Hazell.et al, 2007). Such opportunities can exist in marketsstaple foods, and some high
value export crops. But one of their greatest mwisl is reaching these markeibid).
Oxfam, (2010) believe intermediaries could playlthking function. But most intermediaries
are dealing in the supply of multiple products aad help smallholders spread their risk by
linking them to other markets for different grad#scrop (bid). Table 6.3 below analyses
Market linkages in NGO business models

Table 6.3: An analysis of market linkages in NGOjgxt

Swedish Cooperative Centre FARM-Africa

During the project period for the Eco- FARM-Africa in partnership with KDC was
marketing project, organic producers from | able to convince African Beekeepers Ltd, gne
Mpongwe, kabwe and Chibombo provinces of the partners in the community sunflower
were able to display their products in trade| integrated with beekeeping project to buy all
fairs in the capital Lusaka, and in another | the honey produced by participating bee
organic fair in Germany. farmers until 2006. Most of the honey being
produced after that period is now sold loca
Negotiations were on the way between through KDC and also to middlemen who
MBOCS and Cross Border Association in theome from big cities to buy.

Democratic Republic of Congo (DRC) for the
supply of 20million tonnes of red onion. Another example of market linkages was
MBOCS also entered into negotiations with through the creation of the Indigenous
Trading Organic BV a Dutch company for | Chicken Breeders and marketing associatipn

—_—

y

the supply of groundnuts. by 20 farmer groups in the Rakai district of
Uganda. This association served a significant
There was also the possibility for more portion of the total market outlet for poultry
market linkages as more and more farmers products, and also owns a central poultry feed
were receiving organic certifications centre and sells vaccines to most farmers.
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Though Table 6.3 identifies some market linkagea sessult of NGO projects, Oxfam, (2010)
cited the fact that some NGO intermediaries gtild fit difficult to combine commercial and
development goals. Temu and Temu (2006) while mgiton the market for horticulture
products in Southern Africa mentioned the contidng of market drivers in the creation of
favourable market linkages for smallholder farmdrs.a situation involving high value
agricultural products, (HVAPSs), the increasing ptese from urbanisation, coupled with
changing income levels and the increasing awaresfas®st people about the health benefits
HVAPs are generating a tendency of continous denf@anfilesh products.With the increased
cost of production in most developed countries, es@uppliers are now looking for cheaper
sources of the products they supply in Africa, Asmal Latin America (Singh, 2002). Rural-
urban migration in Africa is also creating a hugengstic market for agricultural products in
urban centres. The urban population has showedtadependence on the market for food
rather through subsistence farming (Temu and T&006).

6.4.3 Principle 3: Fair and transparent governance

With regards to fair and transparent governances itmportant that there is a general
agreement and understanding of the terms of tgaigng policy, cost structure and quality
standards from the out-set, through out the suppéin, to avoid disputes which may arise.
Such disputes may jeopardise the sustainabilitg stipply chain if they are not clear and
farmers feel exploited. Table 6.4 below tries tentify some examples of fair and transparent
practices in NGO projects.
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Table 6.3: Analysis of fair and transparent goveroain NGO projects

Swedish Cooperative Centre FARM-Africa

Most organic farmers who had obtained For every project pioneered by FARM-
certification received premium prices for | Africa, every farmer who has received
their products. Seeing the benefits organic| training is expected to train more farmers in
farmers were having from niche markets, | his/lher community.
farmers practising inorganic farming started
adopting organic farming practices, and theyouring the project period of FARM-Africa’s
were allowed to join organic farming groupsimprovement of indigenous chickenproject
With every farmer having equal access to | every selected farmer who participated in the
training and marketing outlets. project was given Layer hens and a cock
which were cross breeds between exotic bjrds
Every member of OPPAZ had the right to | and a local breed of poultry bird. These
participate in the election of a board which | beneficiaries on their part are expected to
would represent their group in issues of return two laying birds to CIDI after their
concern. birds start producing. The returned birds are
then distributed to more households in the
In the EDP project, all member district unionarea.

of UCCCU participated in internal auditing pf
the union, and also elected their leaders injan
AGM who represent them in the board of
UCCCU.

Most of the district unions adopted a gende
equality policy, which gave equal rights and
priviledges to both male and female
members.

-

The UCCCU had adopted a policy to always
review her administrative and financial
management procedures as a move towargs
efficient management of union funds.

Transparent governance is most likely to exist moaganised group of farmer (Oxfam,
2010). Therefore contracting with an organised grotifarmers may be one way of ensuring
transparent governance as the group is better tableegotiate better prices and terms.
However, Simmons et al., (2005) raised concerng sieations of discerning buyers who
impose requirements which may exclude less endowenbucers from marketing

arrangements. The exclusion of less endowed anapemallholder farmers from marketing
arrangements may further result in income disgaiin the community, and this would
greatly distort the achievement of a broader econainective (Reardon and Burret, 2000).

6.4.4 Principle 4: Equitable sharing of cost and risk

Smallholders face considerable risk when operatingighly competitive markets. The risk
which ranges from the selection of the kind of ctopgrow, the amount of investment to
make and the weak marketing arrangements they hsehwnay be characterised by last
minute changes in customer demands. There aregigksassociated with transport losses and
bad weather conditions which may be borne by srolaér farmers if there are no strategies
in place for equitable sharing of this risk in aganisation and through out the chain. Table
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6.5 identifies a few examples of how farmer grotrgdo share their cost equitably, such that
it doesn’t weigh much on individual farmers.

Table 6.4: Equitable sharing of cost and risk in ®@rojects

Swedish Cooperative Centre FARM-Africa

-In the EDP project, after analysing In FARM-Africa’s community sunflower
additional benefits dairy farmers may have|iintegrated with beekeeping projects, the
the union owned a dairy processing plant, thearticipants were educated on the fact that
UCCCU, started mobilising for funds in 20Q0Zhey wish to transform their honey busines
to set up a processing plant and meet up withto a self sustaining commercial enterprise
the liscensing requirements to operate a | They had to start anticipating an investmer
processing plant. Part of the funds was raised honey processing equipment that would
internally from contributions of member, andfetch them higher prices in the market. Anc
another part was from a longterm credit thatfor this purpose, the farmers had to make
the union had secured from a financial cash contributions so as to develop a sencg of
institution. ownership and commitment to the project.

if

O—0
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-With the Eco-marketing project, most

participants understood how extreme wet
seasons in Zambia could affect the quality |of
rice produced. And in the even of such a
situation, every faermer sharres the cost of a
drop in income from the sale of rice.

Oxfam, (2010), proposes better communication charaedeng the supply chain as an option
to mitigate risk. Smallholders are also expectechéwe some market knowledge about
changes in demand and supply, investment and fimamanagement risk as well as an idea
in trade regulation as this would help them to Igasionitor and mitigate the effect of
different kinds of risk associated with either potion or marketing. Eskola, (2005) however
suggested that smallholder farmers especially iA 8y in their abilities to sustain risk. In
the presence of risk, some risk adverse smallhofdeners may decide to keep their
production at a subsistence level ratherthan isergaoduction and face a risk of market
failures. In support of this idea, Barret al, (2001) also highlighted the fact that most
farmers prefer taking up non-farm activities aladgstheir traditional subsistence farming
activities.

6.4.5 Principle 5: Equitable access to services

Smallholders if left on their own may lack the nesary technical expertise needed to
establish successful trading relationships witlcpssing companies (Oxfam, 2010). Based on
this, smallholders therefore need assistance teloevheir capacity for effective market
participation. Table 6.6 analyses how NGOs throtighr projects are providing extension
services to smallholder farmers aimed at improvihgir capacities to access formal
marketing channels.
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Table 5.6: Analysis of equitable access to seniit@$GO projects

Swedish Cooperative Centre

FARM-Africa

-SCC realised the need to significantly
improve on the training of participants in th
Eco-marketing project, reasons why farme
received training sessions more frequently
2008 than in previous project years. Such
renewed interest could have stemed from f{
fact that more and more farmers were
adopting organic farming practices becaus
of the increasing demand for organic
products.

-Every organic farmer had access to
certification services, and most of them hag
registered for the certification process.

-In the EDP project, UCCCU had designed
and publishes an annual magazine called

Dairy Year book, which serves as a platfor
for dairy farmers to share their experiences
and also highlight hot issues related to the

Several partners in FARM-Africa’s
ecommunity sunflower integrated with
Peekeeping project assisted in the training
iiproject participants. The Ministry of

Agriculture and Livestock Development ust
hiheir FFS to train participants on modern

beekeeping techniques. The participants a
ereceived training on loan management and

cooperative formation provided by the

Ministry of Cooperative and Marketing

Development. More training also came fror

scientist at Kenya Agricultural Research
i Institute (KARI) who trained the farmers ho

for their area.

-Trainers of trainers were identified from

mamongst the farmers in a given community
and they were given training as well as beg
harvesting equipments and protective suitg

to manage new sunflower varieties suitable

of

SO

>

W

D

dairy sector. whcich they used when training other
beekeepers on honey harvesting. The train
also provided services to farmers who are
hunable to harvest honey themselves.

fThe project also provided sunflower presse

which served the community.

ers
-UCCCU was also in the process of
establishing a dairy processing facility whig
would serve members and non-members O
UCCCU. This processing plant would also
create some off- farm employment
opportunities for the local community.

S

NGOs working in partnership with governments, CB@d the private sector can effectively
provide technical, marketing and in a few caseanfamnal assistance to smallholder farmers.
Such assistance is very necessary for the longsermival and participation of smallholders
in high value markets (Chirwet al, 2005). Interventions by NGOs in the form of acapa
strengthening of individuals or groups for the ta of linkages to relevant market
information and to other stakeholders in the madtain (Kindness and Gordon, 2001).
However, Kindness and Gordon, (2001) suggested N@Os should try to be less
interventionist in their attempt to create moretaumsble marketing linkages for smallholder
farmers. They discouraged other forms of internantike the creation of enterprises owned
by the NGO, which employs beneficiaries, or thaleisthment of a satalite production unit
which buys raw materials from beneficiaries at adetermined price or makes use of a
predetermined pricing formula. Stringfelloet al, (1997) also supports Kindness and
Gordon, (2001), as they think such methods of watetion may not be the best option for a
sustainable solution eventhough it guarantees arsenarket for farmers at predetermined
prices.
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6.5 Determinants of success of NGO proposed business
models

Most of the NGOs used in this paper have a longpgesf experience working in SSA and
have come out with several practical solutions esping problems in rural areas in SSA.
Their rich experiences in agricultural developmaantivities have put them in favourable
positions to successfully initiate, implement anonitor agricultural activities (Kindness and
Gordon, 2001). Some of the factors which are usan@lyse the success of NGO projects
include; group characteristics, type of agricultupaoduct, type of market, institutional
factors, facilitation, and some environmental fasto

6.5.1 Group characteristics

As proposed by Kayobyet al, (2010), groups formed with members of thesanmm@mic
status are likely to be more effective as inteestglency amongst members is crucial for the
success of a collective action initiative (Markedost al, 2009). Group size, degree of
homogeneity and social capital are very importamtthe success of any collective action
(ibid). Clearly defined group boundaries and tighter ioership rules would greatly facilitate
collective action. Kayobyet al, (2010), support the idea that larger groupsvavee likely to
benefit from economies of scale, whereas Coudtenl, (1999) was of the opinion that
members of smaller groups are more close to edwdr ttan in larger groups. This closeness
increases interdependency, trust and interactibmda® group members. This idea of smaller
groups is also shared by Kindness and Gordon, {2081 suggested that breaking down the
group makes it easier, as smaller groups are nooreséd, more specialised and usually share
common ideologies and goal.

In the four agricultural projects analyses in théger, most of the NGOs have worked with a
good number of small groups formed in different camities. In the Eco-marketing project
pioneered by SCC, the number of participating gsowere 104 small groups of organic
farmers from different districts, with each groupating a board which represented them. In
the EDP project also, SCC targeted already exifihgrimary dairy cooperative societies
with membership ranging between 10 to 30 dairy &aen FARM-Africa for both the
beekeeping project and indigenous chicken projbats to encourage the creation of new
small groups. In the community sunflower integdavdth beekeeping project, most of the
groups were created during the project period uttteecoordination of KDC and the number
of groups steadily rose from 78 to 100 small beméa groups. Eventhough it was essential
for most of the groups to be formed based on a commterest (Markelova and Meinzen-
Dick, 2009), Markelovat al, (2009), strongly believes that pre-existing gupth members
of thesame socio-economic status are more likebetstable and effective.

6.5.2 Type of product

Markelovaet al, (2009) identified the fact that there is a digant difference between the
marketing of staples, perishables and cash cropBediive action is more advicable for
growers of staples as they have an advantage kinlguhnd most staples are less perishable,
whereas perishable crops require greater techeiqagrtise and updated market knowledge
(ibid).

The success of the four NGO projects analysed i ghper can be greatly linked to the
choice of product the farmers were growing. Mosth& products are staple crops with low
perishability. Honey and sunflower oil which are tprinciple products for FARM-Africa’s

Sunflower integrated with beekeeping project, athstaple products with very low rates of
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perishability. Both products are less bulky andyetts transport eventhough the require
further processing inorder to add their value. @CSEco-marketing project, the organic
products grown by most of the organic farmers waston, rice, groundnuts, beans and
onion, just to name a few, all of them staple crofik longer shelf life but for cotton. There
is however a difference with the EDP project of S@®st dairy products are very perishable
and not so recommended for collective marketing rkdiava et al, 2009). Inorder to
increase chances for success of the EDP proje@, @nary objective was to promote the
establishment of a dairy processing plant by UCC@blere milk from the farmers can be
processed before marketed sinced processed daidygis have a longer lifespan and added
value. This falls in line with the proposal by 8gifellow and Coulter (1997), that the
involvement of smallholder farmer’s associationgitiimary processing activities like storage,
grading and packaging are adding value to the m®adfismall scale farmers.

6.5.3 Type of market

Collective action can be very detrimental if inced production is not matched with increase
demand and better prices (Kagagetial., 2006). Markelovaet al., (2009) in their article on
collective action suggested that markets with langrket chains offer potential gains
eventhough they are characterised by alot of angdle for smallholders like transport cost,
and storage. Local markets on the otherhand aseteascess but offer lower potential gains
(ibid). To support this idea, the highly cited Markel@arad Meinzen-Dick, (2009), raised the
fact that most international markets require sugpin significant quantities and quality.And
meeting these quality standards is very necessatyetable to supply most international
markets.jpid). However, some national markets in SSA now offetential gains due to
rapidly growing supermarket chains and restaur@ierkelovaet al., 2009). Reasons why
Chowdhuryet al, (2005), suggested that smallholders should lalsk into other options in
national markets to diversify.

In our four NGO projects, most of the products swll locally, eventhough the Mpongwe-
Bulima Organic Cooperative Society (MBOCS) in theoEnarketing project had initiated
negotiations to start selling out of Zambia. A®diby Markelova and Meinzen-Dick, (2009),
FARM-Africa could not think of encouraging the biemers in Kitui district to engage in
selling honey internationally because selling in&ionally requires production in significant
quantity and quality. They however had a signifidacal market for their products. African
Beekeepers Ltd guaranteed purchase of honey prdducgil 2006 and sometimes
complained of the farmer group’s inability to meei with required quantity. There are
always middlemen who come to buy and resell incitigs. Sunflower oil produced is bought
by local household and some sold to restauranthateds.

6.5.4 Institutional arrangements

The FAO, (2010), proposes that one critical optfon promoting livelihoods is by the
government supporting informal institutions likestitutions dealing with longterm needs in
sustainable agriculture and natural resource manage Warner and Kahan, (2008),
proposes collaborative approaches in the form wape-public partnerships which can have
value-adding propositions especially for infrastanal improvements in a market-oriented
agricultural development programs. But this howestepends on how best the necessary
financial and institutional arrangements are foated {(bid).

Neven and Reardon, (2004), suggested the existehaestitutional arrangements which
promote the creation of associations which allousfarmers to share the risk involve in
acquiring inputs, processing, storage as well asketiag of their agricultural produce. In
support of Neven and Reardon, (2004), Kagatzl, (2006), recommends a participatory
learning approach for any form of intervention, #ss strengthens the prospects of
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sustainability especially when farmers participateéhe decision making process ratherthan
being just mere recipients of information and goima Rules should be designed such that
they adapt to the local context, as this is easilgerstood and followed by participants, and it
has greater chances of contributing more to thect¥feness and sustainability of any
collective action initiative (Markelova and MeinzBick, 2009). Markelova and Meinzen-
Dick, (2009), also strongly recommend institutiorearangements which allow for the
participation of state agencies, NGOs, CBOs as agefirivate companies. As this would take
care of the various relationships along the suplgin and also ensure timely provision of
services and funding.

Relating these suggestions/recommendations to @@ Hrojects, both projects by SCC and
FARM-Africa had involved participants from sevesaictors. In the sunflower integrated with
beekeeping project for example, FARM-Africa hadalwed different actors from different
sectors who actively participated in the realigatiof the project. Participants included
FARM-Africa as an NGO, Kitui Development Centre (Kpa CBO, from the government,
you had the Ministry of Agriculture and Livestockeielopment, research institutions like
Kenyan Agricultural Research Institution (KARI), iMh Agro-vet shops and African
Beekeepers Ltd represented the private sectdnolild be noted that most of this participants
are locally based, and most of the demonstratibrikeonew technologies were done in the
communities where direct beneficiaries lived. Thepose of this was to ensure that the
project is designed and adapted to the contextebenefitting communities, such that it can
produce sustainable solutions to the focal problem.

6.5.5 Facilitation

The World bank, (2002), in its recommended polidesagricultural development in SSA
proposed that government should intervene in tiveldpment of enclaved areas with great
agricultural potentials, through the provision afall services that can not be effectively
provided by the private sector. Chowdhutyal, (2005) suggested that government should
intervene by building roads, processing centres aukaging operations around areas with
great agricultural potentials. For effective prommsof these services, Kindness and Gordon,
(2001), identified the fact that most governmentS8A are seeking for ways to sub-contract
agricultural development functions wherever feasilReasons why Acquah and Masanzu,
(1997), had earlier suggested that both the prisatéor and NGOs should be allowed to get
involved in the provision of infrastructure.

Answering the question on who can best play the ofla facilitator,Kindness and Gordon,
(2001) believes NGOs are more suitable, judgingftbeir long periods of experimentations
with pressing problems in rural Africa. They albmnk that NGOs are smaller, more flexible
and innovative, and appear to have distinct adgastan pursuing income-generating
activities. They further added that most fundings development activities in developing
countries to build indigenous capacity are now ¢pahannelled through NGOs. With these
aforementioned advantages amongst others, NGOac#isators can better help smooth the
process of smallholder farmers to overcome barrierentry into high value markets.
However, Markelovat al, (2009), suggested that it is essential that N&G@@sild have clear
exit strategies, as this is critical for the susdility of a project. Farmer organisations should
be cleared on the services provided by the NGOili(etor) and their cost implications
(Kayobyoet al, 2010). Information on the cost associated pithviding services to support
a smallholder development program should be précséach that it ensures sustainability of
project once subsides provided by promoter agemeceso longer availabléd(d).

Most of the facilitation role by NGOs in the selettprojects being analysed took the form of
training and capacity building. SCC for examplened selected staff of UCCCU on how to
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use accounting software for record keeping, anddiiced and guided UCCCU on the
establishment of a dairy processing plant. FARMigsfron its part has always initiated,
spearheaded and generously sponsor the traini@@mimunity based trainers for most of its
projects. Training in most of their programs takid® form of talks and practical

demonstrations at FFS. In the FFS, much of the vi®rlone by the project participants
themselves, with a scientist or researcher who antg as a facilitator. The purpose of this
approach as indicated by FARM-Africa is to promstaring of ideas by the farmers, and to
encourage them to come out with practical solutim@roblems which they face in their
communities. These trainers who have been trainethea FFS are expected to carry the
knowledge and train more farmers back in their comitres. And the chain continues.

6.5.6 External environment

In SSA, most countriesl in post-conflict econom&vdlopment/reconstruction, have always
classified social protection as principal publicasgre and concern. With conflicting ideas
about defining the scope of public assistance twalture (FAO, 2010). There is the petinent
question on whether limited public budget shouldabbecated to investments in agricultural
productivity enhancement or used for formal soprakection measures like expanding safety
nets {bid). This falls in line with Markelova et al., (20Q9%vho is of the opinion that
collective action cannot be successful within tbatext of state hostility or microeconomic
instability.It is undoubtably true that the existerof good governance and a reliable legal and
credit systems and essential to increase econopportunities. Rounding it up, Thorpet al.,
(2005), identifies the fact that the market and dtade are two major aspects of the external
environment that may have significant influencelmnsuccess of any collective action.

6.6 An analysis of NGO exit strategies

It is important that NGOs ensure that the benefita project to a community continue to
spread to farmers in different areas, even afteditb of the project. Both SCC and FARM-
Africa are taking this into account, and they halweays established exit strategies for each of
their projects, such that continuity is taken cafe The exit strategies of both NGOs fall
under three identifiable areas; working in parthgrs with local governments and
organisation, secondly, encouraging the developrokfdrmer organisation and thirdly, the
training of trainers and active involvement of theal government.

For an NGO like FARM-Africa, it brings together kEcpartners with complementary
expertise and resources to work with farmer grodpee combination of partners include
atleast one organisation with access to the nelWwntdogy they are introducing, another
organisation which has resources which can tak¢haptechnology to a significant scale,
partners involve in training, markeing partnersvesl as a partner to provide financial
services. With such an approach, FARM-Africa orligets the role of a coordinator. It helps
farmer organisations to create links with othertipens such that this kind of collaboration
shall continue. SCC on its part has also carrigchmst of its projects through networks and
alliances with local governments. The farmers audll organisations are made to understand
that they are the owners of their activities andCSly comes in to assist. It is important that
the goals and visions of the project are shareeMeyy partner, and every partner has the right
skills and resources needed for a particular fonctAs SCC clearly puts it, it also important
that the roles and responsibilities of every par@me clearly stated at the beginning of the
project. Both SCC and FARM-Africa acknowledges thet that when working with local
partners who posses the skills and resources ndedadparticular project, it is possible to
carry out most of the practical demonstrations I ttcommunities where the direct
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beneficiaries live. Another advantage from using #pproach is the fact that the solutions to
focal problems are designed such that they adafitetdocal context where they are to be
applied, and in most cases, it makes it easierotwince local government bodies on the
benefits of the new technology or system beingodirced, and why they should commit
funds from their budget to support future uptakéhed project.

The second exit strategy of NGOs identified is gremotion of the creation of farmer
organisations. Both SCC and FARM-Africa chosed torkwvwith farmer groups, either
existing groups or new groups. They had strivertbaace network and collaboration with
farmer organisations, as they believed with a stfanmer organisation, farmers can develop
methods for sustainable agricultural production atebngthen their capacity to access
markets with or without external support. In the EEpProject, SCC had helped transformed
the UCCCU from a small district union to a verynaibt cooperative union, with a secretariat
that coordinates the activities of other distrintams. The UCCCU was now also capable of
negotiating and market the milk and other dairydpicis on behalf of farmers. SCC also
engaged in training the staff of the union on adstiative and financial management
procedures, as this would help improve on theiracap to better manage union funds and
activities. While working with groups, the two NG@ad promoted a participatory learning
approach, whereby the farmers were actively inwblwe the decision making process,
ratherthan just being mere recipients of infornramd guidance. Working with groups also
presented a cost sharing advantage, as the castradcin projects or the purchase of
equipments can be easily borne by all group memp¥éith regards to cost, it is necessary for
the NGOs to educate the farmer organisations ordkeimplications of their services, such
that the beneficiaries already have an idea on thisvcost shall be covered when the NGO
withdraws its support.

The third smooth exit approach used by the two NG@@s through training of selected
farmers who later acted as trainers in their comtiasn In a case like the sunflower
integrated with beekeeping project, selected fasmezre trained on new honey harvesting
techniques, and were given harvesting equipmendspaotective suits, which they would
later use in their communities to train other farsn@nd also help them in harvesting honey.
Another interesting approach to project sustaiitgbalas that implemented by FARM-Africa
in its promotion of indigenous chicken through peogmed hatching project. Most of the
beneficiaries in this project had received improvds, and they are expected to return
atleast two birds when the birds start producinge Teturned birds are later shared to other
beneficiaries, and the chain is expected to coatiftARM-Africa imparticular had also
initiated and setup Farmer Field Schools (FFSkrehhey had actively involved grassroot
communities in the process of developing and tgsbhagricultural innovations. With this
approach, they were able to share expertise witlergment, private sector and community
members. Participation in FFS was voluntary, amdféinmers met regularly during an entire
croping season to try out experiments with newnetigies to see how it could be applied to
their own circumstances. In this process, the fesnsbare ideas on how to come out with
innovative solutions to their problems. With thggpeoach, there are high chances of coming
out with more sustainable solutions, and the fasmae more likely to repeat this same
exercise whenever they face other challenges, avithithout NGO support.
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7 Conclusion

This chapter relates the outcome of the analysth@fempirical material to the aims of this
study. The research actually aimed at identifyimg business models NGOs are applying for
the development and support of smallholder farmerSSA, how this business models can
influence the performance of smallholders, andlifatéd access to high value markets. The
paper was also analysing the factors responsibletiie success of these NGO proposed
business models and the exit strategy of the vait@Os.

There is the existence of a considerable amoutiteshture which highlights the fact that
smallholders face numerous challenges in accessengiets which can bring them added
income from the sale of their products. Thoselehgks cited amongst others include; lack
of access to credit, lack of access to farm inplitsted access to market information and
high transaction cost. Acting collectively is theosh feasible model that NGOs and other
stakeholders are proposing as a solution for sioldiins to overcome those barriers to entry
they face. Acting collectively can help them poljether both financing, technical and labour
resources which can help smallholders meet up theghrequired quality and quantity needed
to supply high value markets, reduce high transactiost, increase access to credit and
improve on their bargaining power.

But smallholders if left on their own can rarelyfserganise to meet the level of formalities
required to supply high value markets (Markel@taal., 2009), reasons why most cases of
successful collective action has always inolve ailifator who provided information,
technical assistance and also helped build the huana financial capacity of the farmer
group. Because NGOs have some of the quality redproviding effective facilitation like
legitimacy, contacts, trusts and expertise as diedindness and Gordon (2001), they are
always cited as best suited for the role of faatidits. In addition, for a successful collective
action initiative, some factors like group charastes, types of product, type of markets,
institutional arrangements and favourable enviramnséould exist. Staple crops and shorter
market chains are most suitable for collective cactand recommended for smallholder
farmers in SSA, eventhough perishables and longekenh chains may offer greater returns.
Good institutional arrangements and a facilitater @so necessary for building the capacity
of smallholders to effectively engage in collectaction. The external environment may also
have significant infkuence on the success of afigatove action, for collective action cannot
be successful within the context of state hostditynicroeconomic instability.

Also very important is the fact that NGOs facilitgt collective action initiative should have
clear exit strategies, as this is crucial for sustabily. The best form of intervention is one
whereby farmers actively participate in the decismaking and learning process. Rules
should be designed within the group, and shoulgtattathe local context as this would
contribute more to the effectiveness and sustdihabf any collective action initiative. And
in addition, the NGOs should try to avoid directaincial assistance and try to educate the
farmer association on the limits of the servicesytiprovide, and their cost implications.
Recommended areas for NGO intervention includepthelopment of farmer organisations,
assistance in the establishment of networks andbmohtions with local partners, capacity
building and training in management and administeaskills and also the provision of
market information.

Though the models being applied by NGOs have gdndraen associated with success,
some limitations were identified in the courselo$tstudy and a listed below.

75



7.1 Limitations of NGO proposed business models

The major limitation identified with the NGO modebnd other business models for
smallholder farmer development is the fact thats¢henodels do not go beyond market
linkages. Most of them concentrate on helping Smoédlers overcome barriers to entry, and
very little or no proposals are made on how sméléxs should operate in high value markets
Drawing reference to FARM-Africa’'s community suniler integrated with beekeeping
project, the local honey farmers could only nedetaguaranteed market for their honey with
African beekeepers Ltd for a limited period of ab®years. The big question is what happens
next?, It is essential for smallholder farmers how how to operate in high value markets, if
they need to sustain their participation.

Secondly, the models do not touch the aspect oflisohder farmer group management.
Effective management of a farmer group is very ssa&g/ inorder to maintain the group
hence sustain its participation in markets. Esplgcés there is the likelihood of a continous
increase in group size as the smallholder farmgrotmeet up with increasing requirements
for quantity supplied. Based on these two limitasiothe following areas for further research
are proposed.

7.3 Suggestions for further research

The first proposal would be to try to identify a magement model that would best suit
smallholder farmer groups when they are engageinneercial activities. General, most of

the models proposed in several literature on smolaér farming activities, have been inspired
by a pro-poor agricultural development objectivd®est of these organisations usually have
altruistic goals and the smallholder groups aretimdsrmed based on social ties. But when
these farmer groups become more market-orientsdviery possible that the commercial or

profit making goals will override the social godlssuch a situation arises, it would therefore
creat the need for an organisational structure kvhmcommodates both the commercial and
social goals.

Secondly, should a cooperative model be applieshtallholder farmer groups? If yes, how
should the property right issue be handled?
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Appendix 1: Guidelines for obtaining project information

Basic information of project
¢ Name of project

* Host Country
¢ Main partner organisation in host country
¢ Duration of project (start date and end date)
¢ Project objectives
e Key supporters (Donor organisations)
¢ Direct project participants ( organisations, number of men and women)
¢ Gender issues (the role of women in the project)
1- Capacity building/training approach
¢ What production and marketing constraints were the farmers facing before the
initiation of the project?
e Upgrades in available technology, financial capacity, record keeping and marketing
capacity
2- Governance structure of famer groups
e Approach in group formation and organisation
¢ Indications of fair and transparent governance
¢ Selection process and quality of leaders
¢ Cost sharing
3- Indicators of success
¢ Changes in production volumes
¢ Changes in farmer incomes
¢ Market access (linkages to high value markets)
¢ Contributions to poverty alleviation
4- Lessons learned
¢ What new opportunities were identified in new supply chains?
¢ Constraints faced during the project.
¢ |dentified risks facing the farmers, smallholders and maybe NGO
5- Project sustainability
¢ How regular were assessments of progress of project during and after project period?
¢ What are the exit plans of NGO such that smallholder farmers are not affected when
market forces change?

Thank you very much for your time and collaboration
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