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Preface

In collaboration with the International Food and Agribusiness Management Association (IFAMA) and 
Stellenbosch University (South Africa), the Food and Agriculture Organization of the United Nations 
(FAO) hosted a session on “Enabling More Inclusive and Efficient Food and Agricultural Systems in 
Africa” during the second day of the IFAMA World Forum on 18 June, 2014 in Cape Town, South 
Africa. The session focused on the themes covered by one of the five new Strategic Objectives of FAO 
(SO4), which aims to increase the emphasis on supporting national policies that enhance inclusiveness 
and promote efficiencies along agrifood value chains. 

The need for more inclusive and efficient food and agricultural systems in Africa is explained by the 
fact that global food challenges are different today than in the past, and so are their solutions. Globaliza-
tion and commercialization have brought revolutionary changes to agricultural and food systems: the 
primary sector is characterized by increasingly integrated supply chains; and agricultural and food systems 
are becoming more science- and capital-intensive. Rapid urbanization also makes supply chains more 
complex and diverse, and global agricultural markets are becoming more integrated and potentially riskier. 

Recent developments have yielded positive results, but have also hampered the participation of small-
holder producers, women and young people and small countries in local, national and global markets. 
Increasing the participation of these groups and countries in food and agricultural systems is critical to 
achieving FAO’s goal of a world without hunger. Improving the efficiency of such systems will help 
ensure the responsible use of available natural resources, improve incomes, reduce food losses and waste, 
and promote the delivery of products that are healthy and safe to eat.

This FAO-hosted session in the IFAMA Forum highlighted policies, strategies, tools and approaches 
that have been successful in improving efficiency and inclusiveness in agrifood value chains, with specific 
attention to experiences from Africa. Thirteen professionals, leading scholars and development practi-
tioners were selected to present and discuss innovative approaches to improving inclusiveness and effi-
ciency in food and agricultural systems. This book of proceedings is a collection of their contributions.
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Executive summary

During the 2014 World Forum of the International Food and Agribusiness Management Association 
(IFAMA), FAO led two parallel technical sessions on enabling more inclusive (session A) and efficient 
(session B) agricultural and food systems in Africa. Twelve papers were presented, selected by FAO 
from a total of more than 70 that were submitted by students, academics, researchers from international 
organizations and even people working in the private sector. The sessions and this publication are part 
of FAO’s ongoing work on promoting and supporting more efficient and inclusive agricultural and food 
systems at the local, national and international levels, in line with FAO Strategic Objective 4 (SO4). 

Session A: Enabling more inclusive agricultural and food systems in Africa: Five papers focusing on 
the topic of inclusiveness were presented in this session. The first discussed approaches to promoting 
the inclusion of smallholder farmers in Ghana through a school feeding programme, identifying the 
advantages, challenges and possible solutions to these challenges. The paper underlined the importance 
of building the capacity of farmers and ensuring the adoption of best practices as a way to succeed. 
The second paper analysed the legal challenges facing collective action aimed at improving smallholder 
farmers’ access to institutional markets. It started from the Brazilian experience, identifying lessons that 
could also be applied in Africa. The third paper assessed the role of the home-grown school feeding 
programme in the United Republic of Tanzania in driving national dairy development. The paper focused 
on the benefits and challenges experienced by small-scale producers of goat milk in the Mgeta area when 
supplying local schools with drinking-yoghurt. This presentation was followed by a paper identifying 
the main factors for success in mobilizing collaborative farmer groups to obtain access to institutional 
markets, based on the author’s more than two decades of experience in Asia. The final paper in this ses-
sion discussed trader–producer coordination in the honey supply chain in northern Ethiopia, analysing 
successes and failures and underlining the importance of strengthening institutions to achieve objectives.

Session B: Enabling more efficient agricultural and food systems in Africa: During the session on effi-
ciency, seven papers were presented, of which six papers have been published. The first paper was on the 
importance and impact of innovative financing mechanisms in improving the efficiency of smallholder 
agricultural production systems in Kenya. This paper provided recommendations to policy-makers on 
establishing payment for environmental services systems. The second paper discussed how to improve the 
performance of small firms through learning orientation and collaborative innovation. Data were collected 
from 533 small agrifood exporters dealing with fish and food horticultural products. Multi-stakeholder 
innovation platforms were the subject of the third paper, which focused on connecting producer organiza-
tions and other stakeholders to mobile hubs in innovation networks as a way of promoting innovation in 
sub-Saharan Africa. The fourth paper assessed the role of the Tanga Dairy Platform in fostering innovations 
and efficiency in dairy chain coordination in the United Republic of Tanzania. The fifth paper discussed 
the roles of the Integrated Agro-Industrial Park and the corridor schemes in improving efficiency and 
promoting development of the agribusiness sector in Ethiopia. The last paper focused on the importance of 
fostering the development of agriclusters in African countries, based on the Brazilian experience.

The sessions provided an excellent platform for FAO to bring together students and both young and 
experienced professionals from the academic, public and private sectors to discuss and share perspectives on 
key aspects of the FAO’s new SO 4, which aims to place greater emphasis on supporting national policies that 
enhance inclusiveness and promote efficiencies along agrifood value chains. The feedback received confirmed 
the importance of both inclusiveness and efficiency and the need to ensure that agriculture and food systems 
in Africa are both inclusive and efficient. Discussions emphasized that efficient and inclusive agrifood systems 
are possible, as evidenced by the many examples that were shared. Most of these successful cases involved 
the private sector working in close collaboration with government and NGOs. However, while efficiency 
is self-enforcing, inclusiveness often requires conscious and deliberate efforts by decision-makers and all 
stakeholders need to work to ensure the inclusion of smallholder farmer in modern value chains.
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General introduction
Developing countries’ food systems are changing 
rapidly: supply chains have become more global 
and complex, and agricultural markets increas-
ingly integrated. The demand for food prod-
ucts, especially processed and high-value ones, is 
also constantly increasing, boosted by higher per 
capita income and urbanization levels (FAO and 
UNIDO, 2009). These changes create opportuni-
ties for all the actors involved in the agriculture 
sector. However, there is concern that the effects 
of this accelerated growth may not benefit the 
categories of actors who most need it, particularly 
smallholder farmers. 

Becoming competitive and attractive commer-
cial partners in modern markets can be a major 
challenge for these actors because of their techni-
cal and financial constraints. For example, to 
be competitive, producers need to comply with 
quality standards and certifications, which means 
adapting their production practices to consumers’ 
demand by investing resources that smallholder 
farmers often lack. Producers are also required 
to provide significant quantities of produce con-
sistently, which again translates into the need 

to invest resources in increasing productivity 
or yields. Lack of technical skills and financial 
resources restricts smallholders’ access to new 
technologies that would help them reduce the 
costs of production and gain competitiveness.

This context therefore favours better-off farm-
ers who are able to deliver larger quantities 
of better-quality products, excluding those with 
fewer resources and severely reducing the over-
all socio-economic benefits of a fast-growing 
agro-industrial sector (FAO and UNIDO, 2009). 
Instead, smallholder farmers can play crucial 
roles in tackling several of the challenges faced 
by developing countries (IFAD and UNEP, 
2013). Improvements in their market integration 
have positive effects on their standards of liv-
ing, enhancing food security and reducing rural 
poverty (FAO, 2013). There is therefore a need 
to promote policies and strategies that support 
agro-industries while taking into account the 
importance of including smallholder farmers. 

The five papers presented in this section on 
inclusiveness discuss innovative policies, strategies, 
tools and approaches that have been successful in 
improving inclusiveness. 

Part 1

Enabling more inclusive food and 
agricultural systems
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Abstract
This paper examines the role of the Ghana School 
Feeding Programme (GSFP) in linking local food 
production and consumption to enhance market 
access for smallholder farmers. The methodologi-
cal approach involved reviewing policy reports, 
conducting surveys and interviews and organizing 
a stakeholder workshop. Results of the study indi-
cate that the GSFP has failed to achieve increased 
productivity and improved market access for local 
farmers, although this was one of its aims. Among 
the most significant of the many challenges fac-
ing the GSFP are poor linkages between farmers 
and the programme and late release of funds to 
programme implementers. To ensure that small-
holder farmers are properly linked to the market, 
the study suggests adopting a farmer-oriented 
implementation model for the GSFP in which the 
farmer is seen as the basic unit in the overall frame-
work in which strategies are built. Focus areas 
could include building the capacity of farmers and 
ensuring the adoption of best practices, which is 
imperative for an increase in productivity. 

Keywords: school feeding programme, market 
access, smallholder farmer

1.1 IntroductIon
Background
The New Partnership for Africa’s Development 
(NEPAD), in collaboration with the World Food 
Programme (WFP), the United Nations Children’s 
Fund (UNICEF), FAO and the Millennium Project 

Chapter 1

Inclusion of smallholder farmers as 
suppliers of large-scale institutional food 
purchase programmes: An assessment of 
the Ghana School Feeding Programme

Wilhemina Quaye1, Guido Ruivenkamp2, George Essegbey1, Justina A. Onumah1  

and Joost Jongerden2

1Science and Technology Policy Research Institute of the Council for Scientific and Industrial Research 
(CSIR), Accra, Ghana. Corresponding author: quayewilhemina@yahoo.com; 2Social Sciences, 
Wageningen University Research, Wageningen, the Netherlands 

Task Force on Hunger,1 initiated the Home-Grown 
School Feeding (HGSF) Programme in 2003. The 
aim was to provide good nutritious meals for 
schoolchildren to attract children to school, thereby 
increasing enrolment, linking local farmers to mar-
kets, and building local small-scale enterprises. 

In response to the international administra-
tive context in which the HGSF Programme 
was established, the Ghana School Feeding Pro-
gramme (GSFP) was also instituted. The GSFP 
was designed in the context of the third pillar of 
the Comprehensive Africa Agriculture Develop-
ment Programme (CAADP) and was influenced 
by national commitments to the United Nations 
Millennium Development Goals (MDGs) relating 
to poverty reduction (Offei-Aboagye, 2013). The 
GSFP acts as an entry point or lever for linking 
food production to consumption at the local level 
in Ghana. Access to local markets for the products 
of smallholder farmers is essential to the inclusion 
of smallholder farmers in the worldwide agricul-
tural development agenda. 

The GSFP was instituted not only to increase 
school enrolment but also to promote all-inclu-
sive agricultural growth through local linkages 
between food production and consumption. The 

1 School feeding falls within the ambit of the United 
Nations Millennium Declaration and is related to three 
MDGs: MDG 1 – eradicate extreme poverty and hun-
ger; MDG 2 – achieve universal primary education; and 
MDG 3 – promote gender equality and empower women. 
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GSFP has various developmental objectives, 
including improvement in education, empower-
ment of women, increases in farm productiv-
ity and eradication of poverty through resource 
mobilization and community ownership. Efforts 
have been made to speed up implementation 
of the programme, resulting in the signing of a 
WFP–NEPAD memorandum of understanding 
for piloting HGSF programmes in Ethiopia, 
Kenya, Malawi, Mali, Mozambique, Nigeria, 
Senegal, Uganda, Zambia and Ghana in 2003 
(Caldes and Ahmed, 2004; Grantham-McGregor, 
2005; WFP, 2007; Tomlinson, 2007). The HGSF 
Programme was expected to reach 50 million 
school-age children by 2015, benefiting at least 
2 million poor farmers.2 

In Ghana, a pilot project was established at 
ten schools – one in each region – in 2005, and 
by 2008, more than 650 000 primary school 
children across all 170 of the country’s dis-
tricts were enrolled in the GSFP. A programme 
review in 2011 led to a target figure of more 
than 1.1  million children by the end of 2012 
(GhanaWeb, 2012), and a total of 1.6 million 
schoolchildren have been reached since 2013. 
The GSFP’s mandate is to provide one hot 
meal a day to schoolchildren from kindergarten 
through primary years 1 to 6. Initially funded by 
the Governments of the Netherlands and Ghana 
(in Phase 1, 2007–2010), the GSFP is designed 
to fight hunger and reduce poverty, focusing on 
locally grown foods such as maize, rice, soy-
beans, cowpeas, millet and sorghum. 

WFP’s Purchase for Progress (P4P) programme 
complements the GSFP. Since 2010, has worked 
with about 26 farmer organizations (FO) with 
total membership of 1 524 farmers, of whom 
48 percent are women. These FOs are linked to 
GSFP caterers in partnership with the Nether-
lands Development Organisation (SNV) World, 
which facilitated a loan from Bonzali Rural Bank 
(Ghana), enabling the caterers to pay the FOs 
in cash. P4P has wider implications for farmers 
by strengthening community food production 
and consumption systems through reduced post-
harvest losses, provision of a ready market for 
farm produce, incentives for increasing produc-
tion, and ultimately enhanced incomes for small-

2 Assuming that 50 million children would need 5 million 
tonnes of food over the 220 days of a school year, which 
would require the produce of at least 2 million small-
holders (Tomlinson, 2007).

holders. However, a major challenge has been in 
linking farmers to the GSFP, as WFP reports in its 
2014 bulletin on P4P in Ghana (WFP, 2014). WFP 
explains that the main cause of this challenge is 
because most school feeding caterers purchase on 
credit, while smallholders require cash for their 
immediate needs. While WFP and its partners 
analyse lessons to determine how the successful 
P4P approach can be scaled up, this paper exam-
ines the question of whether local farmers have 
been adequately linked to the GSFP and, if not, 
what approaches could facilitate the process? 

Institutional framework for the GSFP model
Several institutions are involved in the GSFP 
framework to ensure that the programme achieves 
its set objectives. These stakeholders have been 
assigned specific roles and responsibilities, which 
are outlined in Table 1.

The GSFP has well-structured institutional 
arrangements that include key government play-
ers. The District Agriculture Directorate of 
the Ministry of Agriculture supports farmers 
in producing and supplying foodstuffs, pro-
vides training, especially through cooperative 
farmer groups and assists farmers in obtaining 
access to loans for increasing their productiv-
ity. This paper focuses mainly on the Ministry of 
Food and Agriculture’s role in ensuring that the 
objective of linking smallholder farmers to the 
GSFP market is pursued. Other key collaborating 
partners include:

 � the Government of the Netherlands and its 
Embassy in Ghana;

 � WFP;
 � SNV;
 � the Social Enterprise Development (SEND) 
Foundation;

 � the International Fertilizer Development 
Center;

 � the Ghana Agricultural Information 
Network; 

 � AgroEco – a non-governmental organization 
(NGO) that supports organic farming;

 � Plan International, Ghana;
 � the School Feeding Initiative Ghana- 
Netherlands. 

These partners, particularly the NGOs, provide 
support to the programme to complement the 
efforts of the Government of Ghana. For example, 
SNV and WFP have provided technical assistance 
and conducted studies on how to improve the 
operations of the GSFP.
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research questions
The main question this paper addresses is: Has 
the GSFP adequately linked local food production 
to consumption for enhanced market access for 
smallholder farmers? Specific research questions 
include the following:

 � What (asymmetric) relations in the GSFP con-
strain market access for smallholder farmers? 

 � What opportunities are there for enhancing 
the involvement of communities and local 
actors in the GSFP to strengthen the links 
between the produce of smallholder farmers 
produce and school food consumptions in 
Ghana? 

 � What are the challenges and the way forward 
for the GSFP in linking smallholder farmers 
to markets?

This study will contribute to the overall success of 
the GSFP by identifying how smallholder farmers 

can be linked to the programme effectively, which 
in turn will help in achieving the third objective3 of 
the programme.

1.2 MethodoloGy
The methodological approach involved reviewing 
policy reports, conducting surveys and interviews 
and organizing stakeholder workshops. Reports 
were examined and interviews held with key play-
ers. A conventional survey instrument was designed 
for one-on-one interviews, while an interview guide 
was employed for focus group discussions and key 
informant interviews. Questions covered the socio-
economic profile of respondents, participation in 

3 The GSFP’s objectives are: 1) to reduce short-term hun-
ger and malnutrition in schoolchildren; 2) to increase 
school enrolment, attendance and retention; and 3) to 
boost domestic food production.

TABLE 1
roles of principal actors in the Ghana School Feeding Programme

Institution responsibility 

National level

Central government – Cabinet and Parliament Passing the GSFP Bill to legitimize the programme’s operations 
and to identify and source funds for its implementation

Ministry of Local Government and Rural Development Implementing and supervising the programme

Ministry of Education

Ministry of Food and Agriculture Ensuring that agriculture-related objectives are being achieved

Ministry of Finance and Economic Planning Releasing funds when required

Ministry of Gender and Social Protection Monitoring and supervising

GSFP National Secretariat Implementing GSFP policy at the national level

Local levels

Regional coordination offices Reporting and ensuring accountability to the highest levels

Monitoring activities at the district level 

Office of the Regional Coordinating Council Providing support to the regional coordination offices and link-
ages to the district level

Supporting district assembly in developing activities

District assemblies Implementing and managing the GSFP 

Receiving and distributing programme funds and ensuring 
good governance

District implementation committees (DICs) Overseeing and coordinating the schools in the district 

Liaising with higher and lower levels in the GSFP, particular for 
feedback and communications

School implementation committees (SICs) Planning and implementing programme activities at the school 
level 

Mobilizing communities and developing links with the local 
community and farmers

Source: authors’ elaboration based on GSFP, 2008 and Punt, 2009. 
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qualitative aspects regarding the involvement of 
communities and local actors in the programme 
to strengthen links from smallholder farmers’ 
produce to school food consumption in Ghana.

1.3 FIndInGS
By investigating whether and in what ways the 
GSFP functions as a catalyst for re-establishing 
social relations between smallholder farmers and 
local/domestic markets, the research aimed to 
indicate concrete opportunities for re-linking local 
food production to local consumption (school 
feeding). The GSFP also makes a significant con-
tribution to all-inclusive economic growth. This 
section reviews the programme and discusses the 
results of the survey carried out for this study.

Procurement models 
Central to GSFP operations are the different food 
procurement mechanisms. Three procurement 
models can be distinguished: the caterer model, 
the supplier model and the school-based model. 
Figure  1 illustrates these models as applied in 
the GSFP.

In Figure 1, the three main actors in the GSFP 
at the local level are the traders, intermediaries 
and farmers. Each of the models can involve any 
of these actors, depending on the ease of access 

the GSFP, information flows, and access to pro-
ductive resources and markets. These approaches 
established the past and current status of the GSFP.

Four districts were surveyed: Manya Krobo 
(Eastern Region) and Mfantsiman (Central 
Region) in southern Ghana; and Tolon Kum-
bungu (Northern Region) and Navrongo (Upper 
East Region) in northern Ghana. Selection of 
these districts was based on participation in the 
GSFP, farmers’ access to the market created by 
school feeding, the concentration of farming com-
munities, the distribution of hunger hot-spots, 
accessibility, and geographical coverage of both 
southern and northern zones. 

A total of 400 people were interviewed: 360 
farmers and parents of children in the GSFP, and 40 
key informants. Key informants included person-
nel of the district assemblies, district coordinating 
directors, heads of GSFP primary schools, and 
matrons of GSFP schools, who played central roles 
in implementation of the programme at the school 
level, including food purchase. The survey and key 
informant interviews identified the main issues 
confronting the GSFP in linking local farmers, and 
approaches that could be adopted to aid the process.

Quantitative results on impacts of the GSFP on 
incomes and household food security have been 
published (Quaye et al., 2010). This paper presents 

figurE 1
Procurement models of the Ghana School Feeding Programme

Traders Intermediaries Farmers

Outright purchase

Credit purchase

Supplier model with limited access to the local farmers’ market

School-based model with greater access to the local farmers’ market

Caterer model with limited access to the local farmers’ market

 
Broken lines indicate limited access. 
Source: authors’ elaboration.
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to each actor. There are two main access systems: 
outright purchase and credit purchase. In both 
the supplier and caterer models, there is limited 
access to the local farmers’ market because farm-
ers do not usually allow credit purchases. These 
two models therefore do not usually use farmers’ 
markets and turn to traders and intermediaries, 
who allow credit purchases of food items, which 
are mainly rice, maize and cowpeas in the GSFP. 
On the other hand, the school-based model facili-
tates greater access to local farmers’ markets and 
reduced use of traders and intermediaries.

In the caterer model, food is purchased and 
prepared by contracted qualified caterers, who 
provide food from central kitchens for several 
schools and are not obliged to purchase from 
local farmers. This model therefore implies that 
there is limited access to local farmers’ markets, 
as depicted in Figure 1. In 2013, a baseline survey 
was conducted by SEND-Ghana on the GSFP 
in East Gonja District and results indicated that 
50 percent of the caterers contracted did not pass 
through competitive tendering; instead they were 
“hand-picked”, which is contrary to established 
procedures. The survey, which was conducted in 
27 schools, also revealed that caterers on the pro-
gramme pre-financed pupils from their own funds 
but repayment of this pre-financing was usually 
delayed, creating anxiety and apathy among the 
caterers (Ghana New Agency, 2013). This finding 
illustrates what happens under the caterer model, 
in which the actor who gets most benefit is the 
caterer rather than the local farmer.

The supplier model involves the use of contrac-
tors or suppliers to provide food items for the 
schools. The supplier, which may be a registered 
company or an unregistered business run by an 
individual, buys the food from any available and 
affordable outlets and delivers it to beneficiary 
schools once a week. The sources of raw materials 
for food preparation are unspecified and suppliers 
are not obliged to purchase from local smallholder 
farmers. Motivated by profit, the suppliers aim to 
supply schools with the cheapest acceptable foods, 
regardless of their origins. 

The school-based model involves community 
mobilization and purchases of raw foodstuffs from 
local farmers. This model implies full community 
participation in ensuring that food supplies come 
from the local area when available and in making 
the community responsible for food purchase and 
preparation. Outside markets are only resorted to 
when the community does not have the capacity to 
produce itself and decides to buy from elsewhere. 

The community may choose to make cost-saving 
arrangements by involving parents or other com-
munity members in cooking the food. 

From comparisons of the three models, it is 
evident that the caterer and supplier models imply 
convenience for the school authorities, create 
possibilities for pre-financing and simplify book-
keeping but limit the involvement of local produc-
ers. The school-based model, on the other hand, is 
built on strengthening links between the produce 
of local smallholder farmers and local markets 
(school kitchens) to boost local food production 
and consumption. However, although community 
ownership and local resource mobilization are 
central to the school-based model, this model 
was found to be rare among the communities 
surveyed, indicating that there are various social 
constraints that hinder its successful development. 

community involvement and market access
Two socially important lessons that can be drawn 
from this study relate to the different ways in 
which the GSFP has been organized, and whether 
these facilitate or constrain access to the GSFP 
market for smallholder farmers; and the concrete 
impacts of access to the GSFP market.

In almost all the districts surveyed, community 
involvement in implementation of the GSFP to 
facilitate market access was low. Respondents had 
heard about the programme either from the media 
or through personal observation, but their knowl-
edge of programme implementation and manage-
ment was scant. Survey results provided little 
evidence of any engagement with relevant social 
groups other than the parent–teacher associations 
at GSFP schools. Overall, only 15 percent of the 
400 people interviewed perceived a high level of 
involvement of community members in decision-
making and management of the GSFP.4 This finding 
reflects the weak implementation of the GSFP at 
the local level and the failure to incorporate a fully 
bottom-up approach in the programme design. 
Programme design was therefore limited to the 
experts’ approach to development, i.e. it was some-
what grand and abstract, removed from the socio-
economic realities at the local community level. 

Contrary to the implementation plan, deci-
sion-making pertaining to procurement mecha-
nisms, management of school menus and food 

4 Community involvement in the GSFP by district: Manya 
Krobo, 7 percent; Kassena Nankana, 10 percent; Tolon 
Kumbungu, 10 percent; and Mfantsiman, 28 percent.
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quality was not fully decentralized. District-level 
coordinating units (DICs) with direct oversight 
over all the schools involved in the GSFP were 
found in all the communities surveyed, but the 
school-level implementing units (SICs) that plan 
and carry out the actual feeding were not. SICs 
were often absent or not functioning. In princi-
ple, to link the programme to agricultural devel-
opment, the SICs ought to include local com-
munity members – who are mostly farmers and 
ultimate beneficiaries – as well as parent–teacher 
association members and school executives, but 
this was not the case. Without a high degree of 
well-organized community involvement, the SICs 
cannot mobilize community support, empower 
local communities in decision-making, or pro-
mote local production for the GSFP market (see 

also Chikezie, 2007; Bennett, 2003; Markelova 
et al., 2009; Markelova and Mwangi, 2010). It was 
evident that food purchases from the community 
become difficult without the SICs. Community 
members, mostly small-scale farmers, were not 
given control (agency) in GSFP design and imple-
mentation, an approach that had a direct effect on 
the weak performance of the programme in terms 
of smallholder involvement.

Involvement of small-scale cowpea producers 
in the GSFP was not found, but a case of participa-
tion by smallholder rice growers was identified in 
Kassena-Nankana District (Upper East Region) 
and an impact study of market access for these 
farmers was carried out. According to all the indi-
cators employed, the effect of this new market link 
for the farmers was positive. Interviews showed 

TABLE 2
Procurement models used in the Ghana School Feeding Programme

Model Asymmetric relations constraining factors

Supplier model The supplier makes decisions on where to 
purchase food items – from farmers in the 
communities participating in the GSFP or from 
other sources; most food purchases are from 
traders outside the communities, because they 
can allow credit arrangements, and sometimes 
also because of convenience

Traders and intermediaries can supply food on 
credit, which is not possible for farmers with 
urgent cash needs 

The GSFP design and implementation plan do not 
include rules and obligations on where to buy 
food, enabling suppliers to make decisions to the 
disadvantage of small-scale farmers

Instead of providing local small-scale farmers with 
access to the market created by school feeding, as 
planned, inefficiencies in implementation of the 
GSFP provide room for traders and intermediaries 
to use their money and resources to obtain access 
to the GSFP market

Delays in the release of funds (partly because of 
the bureaucratic structure of the GSFP design) 
result in only a few prosperous traders and inter-
mediaries having access to the GSFP market

Caterer model The caterer makes decisions on where to buy 
food for the GSFP 

Although it was assumed that in this model, 
food would be purchased from local small-
scale farmers, no binding agreement on this 
condition was included in the GSFP design, 
leaving caterers free to use the most economic 
and efficient way of providing the school 
meals, with practical considerations largely 
explaining the where and how the food is 
purchased

Lack of clarity on where to buy food coupled with 
delays in the release of funds for food purchases 
result in caterers purchasing from traders and 
intermediaries who are better placed to supply 
food on credit 

Agreements with caterers do not include binding 
agreements for purchasing from local farmers

Local farmers lack direct market access because they 
do not have the resources to supply food on credit 

Although most caterers are aware of the poverty 
reduction objective of the GSFP, they see them-
selves solely as the suppliers of school food rather 
than partners who are responsible for helping to 
link the GSFP to local smallholder farmers

School-based model This model was found to be partially imple-
mented in Tolon and Kumbungu Districts 
through the GSFP community vegetable garden

Although this may be the most appropriate 
model for achieving the objectives of the 
GSFP, the caterer and supplier models have 
become the main ways of purchasing food for 
the programme 

Asymmetric relations reflected in the politically 
biased functioning of the GSFP, combine with 
other constraints such as late release of funds 
and the possibility of purchases on credit, have 
encouraged the use of alternative food procure-
ment models

The school-based model has not been utilized 
because of the non-existence or malfunction-
ing of SICs and DICs – the bodies responsible for 
mobilizing local resources and establishing link-
ages between local production and consumption 
through school feeding 

Source: authors’ elaboration.



Chapter 1 – Inclusion of smallholder farmers as suppliers of large-scale institutional food purchase programmes [...] 9

that rice production and incomes had risen greatly; 
measurements of household food availability and 
months of adequate food provisioning showed 
that more than half of the farmers felt food-secure 
(about double the proportion of farmers feeling 
food-secure in the three other districts surveyed) 
and that food stocks had increased by half; and a 
food sovereignty measurement showed that most 
farming households were eating locally produced 
food. Crucial to these successes were: i) the 
organization of the farmers through the Irriga-
tion Company of the Upper Region (ICOUR); 
ii) ICOUR’s provision of credit, extension and 
technical assistance to the farmers; and iii) the 
provision of a guaranteed market for farmers, with 
ICOUR buying the farmers’ produce and selling 
it on to the GSFP. 

The rice farmers interviewed were members of a 
nucleus outgrowers farming scheme organized by 
ICOUR, through which farmer groups received 
credit, extension and technical assistance in the 
form of production inputs from the Agricultural 
Development Bank (the government-owned devel-
opment and commercial bank). In collaboration 
with farmer groups, the project provided a guaran-
teed market for local farmers’ rice, which ICOUR 
then sold to GSFP food contractors/suppliers, thus 
linking local rice supply to the demand created by 
the GSFP. It is important to note that although 
there was no direct linkage between the rice farmers 
and the GSFP, participating farmers had a guaran-
teed market for their rice production and received 
the necessary production inputs and support from 
ICOUR. These findings suggest that other farmers 
in communities participating in the GSFP could be 
better organized and supported with production 
inputs and access to credit, which could be arranged 
in collaboration with partners such as the Ministry 
of Food and Agriculture and NGOs. The capaci-
ties of existing farmer groups should be leveraged 
through effective collaboration.

current interventions 
The Bill and Melinda Gates Foundation has pro-
vided a total grant of US$7.5 million through SNV 
and SEND-Ghana to support more than 78 000 
farmers in gaining access to previously inacces-
sible markets and improving their livelihoods and 
incomes, while millions of children are receiving 
better nutrition through their schools. The Pro-
curement Governance for Home Grown School 
Feeding Programmes project is being piloted in 20 
districts across Ghana, Kenya and Mali, including 
Ghana’s Karaga and East Gonja districts in North-

ern Region. The main objective is to assist small-
holder farmers in the three countries in supplying 
school feeding programmes while enhancing their 
own income levels.5

The Government of Ghana has made efforts 
to improve the operation of the GSFP. In 2013, 
1.6 million schoolchildren were benefiting from 
the programme, and the government planned to 
add another 400 000 starting in the 2013/2014 
academic year, bringing the total to 2 million. In 
2013, the government approved a total of GHS 
200 million to support the programme and pay the 
balances to ensure that it ran smoothly.

Efforts have also been made to ensure that the 
food provided for the schoolchildren is prepared 
in hygienic conditions. According to the National 
Coordinator of the GSFP, the programme’s nutri-
tion department liaises with the nutrition officers 
in each district to raise caterers’ awareness of the 
nutritional standards of the meals. The nutrition 
officers have been co-opted as members of the 
DICs and manuals on food hygiene are being 
developed for caterers.6

Achievement of objectives
One of the challenges to achieving the objectives 
of the GSFP is that aiming to improve health, 
education and agricultural productivity in a single 
project is over-ambitious and unfeasible, par-
ticularly given the way in which the programme 
is being managed. For instance, Bennett (2003) 
argues that the main difficulties with school feed-
ing programmes in general arise from the com-
plexity of their objectives, with some objectives 
tending to suffer so that others can be achieved. 
Faced with the overriding urgency of address-
ing malnutrition, the holistic HGSF approach 
can easily be reduced to food delivery, with no 
concern about where the food comes from. A 
programme is also more likely to be successful if 
its aims are uncontroversial. For example, there 
must be more or less unanimous agreement on the 
value of providing food to children in school in 
poor, rural areas as a way of aiding nutrition and 
supporting education. The speed of achievement 
is also important for any programme, and govern-

5 and 8 Accessed from http://www.ghananewsagency.org/
education/survey-indicates-50-of-caterers-handpicked-
for-school-feeding-programme-56693 

6 Perception of community involvement in GSFP by district: 
Manya Krobo, 7 percent; Kassena Nankana, 10  percent;  
Tolon Kumbungu, 10 percent; Mfantsiman, 28 percent.
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ments and donors in particular can be expected to 
want rapid, easily measured results, such numbers 
of children in class. In these circumstances, local 
smallholder-based rural development for food 
sovereignty and the revitalization of production–
consumption linkages at the community level to 
strengthen food security in the long-term is likely 
to be a secondary objective. 

It could be argued that this long-term perspec-
tive is what makes the community-based approach 
to local development necessary. Only genuinely 
participatory approaches that are long-term, mul-
ti-objective and holistic in nature, and that have 
real impacts on people’s lives by restructuring 
unfair social relations, have a chance of true suc-
cess, as determined by more profound measures 
such as food sovereignty. Developing such an 
approach would imply a radical reappraisal of 
the current GSFP model if the third goal of rural 
stimulus is to be achieved. (Otherwise, simple, 
single-issue, short-term approaches may indeed be 
the realistic – least bad – option.)

challenges 
The research also revealed that the GSFP faces 
some significant challenges, which are discussed in 
the following paragraphs.

Budgetary constraints: Securing sustainable fund-
ing after the Netherlands Government withdrew 
its support for the programme in 2010 has been 
a major challenge. Delays in the release of funds 
leads to caterers and suppliers providing food 
items on credit. 

Weak linkages to farmers: Local farmers’ linkages 
to the programme are weak and it is crucial that 
these weaknesses be properly addressed as one 
of the objectives of the GSFP, besides providing 
direct benefits to education, is to improve the 
productivity levels and livelihoods of smallholder 
farmers. If smallholder farmers are not properly 
linked to the programme, community members 
may not see themselves as having a role in its suc-
cess. This will result in poor community involve-
ment and cooperation, which is not a good 
indicator for success of the GSFP. Smallholder 
farmers have not been empowered with access 
to the GSFP market and the smallholder farm-
ing system in rural communities is still mainly 
at the subsistence level. About 30 percent of the 
households interviewed in all surveyed areas 
depended solely on their own farms for food 
provisioning throughout the year, and close to 60 

percent sourced locally grown foods when their 
own production ran out. The small-scale farming 
system thus plays a social role in household food 
provision and the generation of income from 
food surpluses when possible, improving food 
sovereignty. Addressing this challenge calls for 
revision of GSFP design and implementation to 
facilitate endogenous development. 

Another limiting factor was found to be 
the difficult access that local farmers face with 
respect to proximity and convenience. For some 
caterers, buying food from other sources, such as 
district markets or suppliers, proved to be more 
practical than buying from community farmers. 
This issue was more pronounced in the urban 
and semi-urban areas, where central kitchens for 
school feeding are distant from farming com-
munities. This challenge emphasizes the need for 
smallholder farmers to organize so that they can 
market and distribute their produce outside their 
own localities, to GSFP schools in urban areas. 
Caterers found bulk purchases from traders and 
intermediaries were a more reliable, convenient 
and timely source than buying small quantities 
from widely dispersed farmers.

Poor institutional arrangements: It was also 
found that the institutional arrangements put 
in place during GSFP design had become inef-
fective because of the malfunctioning of some 
institutions. The study revealed that the Ministry 
of Food and Agriculture had a special role in 
educating farmers on best practices and mar-
keting (Table 1). The Ministry was meant to 
facilitate linkages between the GSFP and local 
farmers, but has not been successful in this area. 
Instead, the Ministry of Food and Agriculture 
has been relegated to a minor role in programme 
implementation because of the malfunctioning 
of DICs. This result was also observed by Punt 
(2009) in her study of the GSFP.

Poorly defined roles and responsibilities: The 
survey findings revealed that most of actors 
in the organization of the GSFP lacked clear 
descriptions of their roles and responsibilities. 
Despite the impressive bureaucratic set-up of 
the GSFP, with government agencies expressing 
strong (verbal) commitment to the programme, 
particularly its institutional elements such as 
the DICs and SICs, no specific strategies on 
how to achieve linkages between local produc-
tion and the GSFP market were established. 
The DICs and SICs that are responsible for 
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mobilizing community support, empowering 
local communities, including smallholder farm-
ers, in decision-making and promoting linkages 
between local production and the GSFP market 
were given little support with or direction on 
achieving these functions. As a result, both the 
DICs and the SICs were either functioning badly 
or not functioning at all, a failure that contrib-
uted directly to local farmers’ inability to gain 
access to the GSFP market.

Ineffective monitoring and evaluation (M&E): The 
programme also lacks an effective M&E system. It 
was found from the study that most of the caterers 
in the programme were not properly monitored, 
giving them the opportunity to adopt rent-seeking 
behaviours, as was particularly evident in commu-
nities where the caterer model dominates. In these 
cases, caterers seek to serve their own ends and the 
local farmers who should be benefiting from the 
programme are ignored and involved only when 
the caterers choose to involve them. 

Approaches for aiding farmers’ inclusion
To increase the access of smallholders’ products 
to local markets/school kitchens, research shows 
that the GSFP can stimulate existing actors to 
acquire new roles and responsibilities, while 
including other actors who have been excluded. 
In other words, the unequal power relations 
present in the GSFP need to be challenged to 
improve its functioning. For example, it has been 
suggested that SICs be involved in the planning 
and execution of school feeding, with roles 
in decision-making pertaining to procurement 
mechanisms, management of school menus and 
food quality issues. New contract agreements 
may also oblige caterers and suppliers to buy 
from community farmers. One move in this 
direction was found in Akim Oda (Eastern 
Region), where a memorandum of understanding 
signed in 2012 stipulated that caterers purchase 
food items from small-scale businesses.

The research also shows that the programme 
was set up in a top-down fashion at its con-
ceptualization stage, overlooking the need to 
involve subsistence farming systems in rural 
areas. Concerning the restructuring of the GSFP, 
it has also been suggested that other actors 
may be involved or be given more important 
roles in the implementation and running of the 
programme, such as by including extension 
officers of district agricultural development 
units, who should be well-placed to link farm-

ers and farmer organizations to the programme. 
Empirical findings also reveal concrete propos-
als for endogenizing the GSFP to facilitate 
linkages between local food production and 
school feeding (local consumption). Policy and 
strategies for re-linking small-scale producers to 
local food consumption should focus on:

 � strengthening collaboration with strategic 
partners working with farmer groups, such 
as ICOUR, the Millennium Villages Project7 
and the Organic School Garden Project,8 for 
bulk food supplies;

 � strengthening social relations between farm-
ers and caterers or school kitchens by involv-
ing the Ministry of Food and Agriculture;

 � clarifying the roles and responsibilities of spe-
cific groups of actors with the capacity to 
develop farmer–GSFP linkages through per-
formance contract agreements and regular 
monitoring, such as contracts with caterers that 
require food purchases from local farmers;

 � sustaining national commitment and funding 
through the creation of a dedicated fund for 
the GSFP; 

 � encouraging community engagement in 
sensitization and evaluation workshops for 
stakeholders;

 � building the capacity of local farmers and 
introducing new production practices that 

7 Developed by scientists at Columbia University, New 
York, and the United Nations Millennium Project, the 
Millennium Villages Project is based on an integrat-
ed, community-level development strategy for ending 
extreme rural poverty. At the time of this study, the 
project was being implemented in 12 African countries 
including Ghana, Kenya, Nigeria and Senegal, with 
interventions in nutrition, agriculture, gender, education, 
health and the environment. In Ghana, a model village in 
Bonsaso (Amansie West District, in Ashanti Region) was 
adopted for agricultural development. Farmers received 
seeds and fertilizer from the project and in return donat-
ed 10 percent of their produce to selected schools in 
the district. The Millennium Villages Project also aimed 
to provide kitchen facilities and capacity building for 
school cooks to ensure food safety.

8 The Organic School Garden Project was initiated by 
AgroEco/Ghana Organic Agriculture Network and 
Oxfam Novib (the Netherlands branch of Oxfam) in 
ten selected farming communities (including Tolon-
Kumbungo) in Ghana in 2008. About 40 farmers in each 
participating community were supported in vegetable 
cultivation (cabbages, tomatoes, French beans) through 
organic farming methods, using manure and neem 
extracts as biological pesticides. The project also aimed 
to establish market linkages with the GSFP and the hos-
pitality industry. School pupils used the organic gardens 
for educational purposes, as intended in the GSFP goals.
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boost farmers’ productivity levels to enable 
them to produce larger quantities for the 
GSFP market;

 � supporting farmers with production inputs and 
credit facilities to increase production levels;

 � subsidizing the production costs of local 
farmers;

 � making the Ministry of Food and Agriculture 
a core partner in the programme.

In summary it can be said that the unequal 
power relations among different social groups in 
the conceptualization of the GSFP and its food 
purchase models has an influence on the level and 
strength of market linkages between local food 
products and school food consumption. In light 
of the potential for success evidenced in some 
districts, the organization of farmers is important. 
The importance of working with existing farmer 
groups, which were excluded from the original 
planning and implementation of the GSFP because 
of power asymmetries – cannot be overstated. It is 
therefore recommended that a major role be given 
to the Farmers Organization Network in Ghana 
(FONG) as a key partner in the programme. 
FONG is an apex body of more than 70 farmer 
organizations with more than 5 000 members 
nationwide, of whom most are women. Having 
FONG as a key partner will make the programme 
more accessible to farmers and strengthen the 
linkage between the GSFP and farmers. 

1.4 concluSIon
From empirical findings regarding decision-
making during the conceptualization and imple-
mentation processes for the GSFP, it is clear 

that the participation of relevant social groups 
in GSFP communities was not encouraged. As a 
result, the interests of smallholder farmers were 
generally ignored, their needs were not met, and 
the third target of the programme, related to rural 
socio-economics, was left largely unachieved. 
However, for the rice farmers who did have 
access to the local markets created through the 
GSFP, there was significant empowerment to 
take up the market opportunity offered by the 
GSFP. In this case, efforts were made to facilitate 
access to the GSFP market for smallholders, tak-
ing into consideration the relationship between 
local farming practices and market accessibility 
and providing the necessary support through: 
i) credit, extension and technical assistance in 
the form of production inputs; and ii) a vehicle 
for guaranteeing a market for the sale of pro-
duce through a trading link to the GSFP. The 
success recorded in the experience with rice 
farmers contrasts with the more general failure 
of the other cases, which resulted from the top-
down approach for defining and establishing the 
GSFP’s organizational framework. The GSFP 
has not been able to establish the planned links to 
local farmers because of such power imbalances. 

To facilitate linkages to farmers, working with 
strong existing farmer groups could be a good 
starting point, and programme implementers are 
encouraged to involve the Farmers Organization 
Network in Ghana, the apex body for farmer 
groups in Ghana. To this end, farmers themselves 
are therefore encouraged to form groups through 
which they can leverage support from each other 
and gain access to some of the market opportuni-
ties offered by the GSFP.
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Abstract
Empirical research shows that smallholder pro-
ducers can obtain access to markets in very diverse 
ways, either individually or through different 
forms of collective action. Access through formal-
ized collective action may represent an important 
strategy, especially in the case of smallholder farm-
ers. Nevertheless, despite its potential, collective 
action also poses several challenges, including the 
legal form of the organizational structure.

This paper analyses: i) the role of formalized 
collective action as an instrument for promoting 
the access of smallholder farmers to formal markets 
in the context of institutional procurement pro-
grammes; and ii) problems regarding the lack of an 
appropriate legal framework and the impact of this 
challenge on promoting access to institutional and 
other formal markets for smallholder farmers. The 
analysis is developed through a multidisciplinary 
perspective using a case study of Brazilian institu-
tional food procurement programmes – the Food 
Procurement Programme (PAA) and the National 
School Feeding Programme (PNAE).

Keywords: collective action, smallholder farmers, 
market access, legal structure, institutional pro-
curement programmes

2.1 IntroductIon
Empirical research shows that smallholder pro-
ducers can obtain access to markets in very diverse 
ways, either individually or through different 
forms of collective action. 

Individual access can be particularly difficult 
for smallholder producers. One of the main 
problems identified for individual smallhold-
ers access is their lack of scale, and hence their 
inability to produce the amounts required by the 
market. On the buyers’ side, the high transac-
tion costs of dealing with individual producers 
are one of the main bottlenecks. Market inter-
mediaries may play an important role in linking 
individual smallholder producers to the market, 
but often they also “filter off” a relevant propor-
tion of the benefits.10 

Within this framework, access via horizontally 
arranged forms of coordination and collaboration 
may represent an important strategy, particu-

10 In this regard, it is important to mention that market 
intermediaries play very diverse roles in market access. 
In many cases they are considered as bottlenecks and 
raise the costs of access to markets, filtering a large part 
of the value that producers could otherwise obtain. In 
other cases, however, an effective intermediary may play 
a key role in facilitating interactions between smallholder 
producers and buyers, especially where social, economic 
and language barriers may prevent direct interaction 
(Humphrey and Navas-Alemán, 2010; Cafaggi et al., 
2012; Fernandez-Stark, Bamber and Gereffi, 2012).
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larly for smallholder farmers.11 These collective 
arrangements among smallholder producers can 
be established informally (informal groups) or 
through formal legal organization (formal groups).

In recent decades, donors, governments and 
researchers have directed increasing attention to 
the institution of collective action as a mecha-
nism for supporting smallholder producers’ par-
ticipation in markets and improving the benefits 
of market participation as a means of promoting 
equitable growth and poverty reduction (Bernard 
and Spielman, 2009; Kariuki and Place, 2005; 
World Bank, 2008). 

In the agriculture sector, farmer groups, par-
ticularly formal ones, can be useful instruments in 
solving the problem of lack of scale and reducing 
transaction costs, and their benefits do not finish 
here. Among other things, they can also improve 
the access of smallholder farmers to critical ser-
vices (including credit and technical assistance), to 
(cheaper) production inputs, and to relevant infor-
mation (regarding production techniques, patho-
gens, etc.). Farmer groups promote the dissemi-
nation of information and the building of social 
capital and collaboration to reduce risks (FAO, 
2013; Fernandez-Stark, Bamber and Gereffi, 2012). 
There is also evidence that farmer groups can help 
reduce the barriers to smallholders’ entry into 
markets by improving their bargaining power with 
buyers and intermediaries and overcoming the 
market failures commonly present in developing 
countries (Markelova et al., 2009). They also allow 
contractual arrangements between large buyers 
and small producers, which would otherwise be 
very costly for buyers to negotiate, monitor and 
enforce among many dispersed individual farmers 
(Cafaggi et al., 2012; Shiferaw and Muricho, 2011; 
Swensson, 2012).

These are important elements that, as demon-
strated by empirical and theoretical studies, may 
open opportunities for smallholders not only to 
obtain access to the market, but also for them to 
upgrade, enter new and higher-value chains and 
achieve superior outcomes (Cafaggi et al., 2012; 
Markelova et al., 2009; Shiferaw and Muricho, 
2011; Swensson, 2012). 

Nevertheless, despite its potential, access 
through formal producer groups also poses sev-
eral challenges, including particularly the legal 

11 On the role of vertically arranged forms of coordination 
and collaboration see, among many others, Fernandez-
Stark, Bamber and Gereffi, 2012. 

form of the group’s organizational structure. This 
issue can be observed in the case of institutional 
purchase programmes that have among their main 
aims supporting smallholder farmers’ access to 
structured markets as a driver of development 
and transformation of local food supply systems 
(FAO, 2012).

This paper therefore analyses: i) the role of 
formalized collective action as an instrument for 
promoting the access of smallholder farmers to 
formal markets in the context of institutional 
markets; and ii) problems regarding the lack of 
an appropriate legal framework for regulation of 
smallholder farmers’ formal groups and the impact 
of this lack on promoting access to institutional 
and other formal markets for smallholders.

The analysis is developed through a multi-
disciplinary perspective using a case study of 
Brazilian institutional food procurement pro-
grammes – the Food Procurement Programme 
(PAA) and the National School Feeding Pro-
gramme (PNAE).

2.2 MArket Access In the context 
of InstItutIonAl procureMent 
progrAMMes 

Institutional procurement programmes
In recent years, institutional procurement pro-
grammes (IPPs) for food have been receiving 
increasing attention from governments, donors 
and technical agencies and are being viewed as 
an important instrument for supporting small-
holders’ production and their integration into 
formal markets. 

Limited access to markets is considered one of 
the main constraints to smallholders’ competitive-
ness. State intervention to increase demand for 
smallholders’ production through public procure-
ment can be an important instrument in promoting 
marketing opportunities for these producers while 
also contributing to the development and transfor-
mation of local food supply systems (FAO, 2012; 
Mitchel, 2011).

The guiding principle of IPPs is that con-
necting large, predictable sources of demand 
for agricultural products (structured demand) to 
smallholder producers reduces risks for small-
holders and encourages them to improve the 
quality of their produce, leading to improved 
systems, increased incomes and reduced poverty 
(Mitchel, 2011). In this way, IPPs have consider-
able potential to create, stimulate and support 
transformative development of food supply sys-
tems (FAO, 2012).
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As a result, in recent years, particularly since 
the 2008 world food price crisis, there has been 
increasing development of institutional procure-
ment initiatives aiming to give smallholder produc-
ers access to formal and institutional food markets. 

This is the objective of the World Food Pro-
gramme’s (WFP) Purchase for Progress (P4P) pilot 
programme, which started in 2008 in 20 countries. 
A few years later, the Purchase from Africans 
for Africa (PAA Africa) programme was created, 
inspired by the Brazilian experience and supported 
by FAO, WFP, the Government of Brazil and the 
United Kingdom’s Department for International 
Development, with the main aim of facilitating 
innovative local initiatives in food purchase from 
smallholders to supply humanitarian food assis-
tance and the fight against hunger.12 Recently, 
several developing country governments have 
expressed interest in, or are already implementing, 
similar initiatives.

Among the main characteristic of these pro-
grammes is that they have the capacity to 
increase the potential for market access and 
thus to provide the basis for further aspiration 
towards independence through engagement with 
new commercial partners and access to other and 
more demanding formal markets (Chmielewska 
and Souza, 2010).

Among the most important experiences in IPP, 
the Brazilian case, with its two institutional pro-
curement programmes, the PAA and the PNAE, 
occupies a key position. 

Brazil was the first country to develop – back 
in 2003 – an institutional food procurement pro-
gramme using the demand for food generated by 
its food security strategy to create a structured 
market for family farmers and rural entrepreneurs 
(Campos and Bianchini, 2014). Currently, the 
country’s two IPPs represent the most innovative, 
largest and successful experience of their kind. 
Their increasing positive results have been also a 
source of inspiration for the implementation of 
similar initiatives in many other countries, particu-
larly in Latin America and Africa. 

the Brazilian Ipps: general overview
The first Brazilian IPP – the PAA – was created 
in 2003 with three main objectives: i) to support 
the production of smallholder farmers and rural 
entrepreneurs and their access to markets; while 

12 http://paa-africa.org/about/general-information-2/ 
(accessed April 2016)

ii) distributing food to nutrition- and food-insecure 
people; and iii) forming strategic stocks (Law No. 
10.696/2003).13 The articulation of these objectives 
and the resulting linkages between food security 
and agricultural development policies represent 
the most important and innovative aspect of this 
programme (Campos and Bianchini, 2014).

The PAA marks the start of the Brazilian 
government’s participation in commercializing the 
production of smallholder farmers (defined as 
family farmers by Law No. 11.326/2006). To 
allow such commercialization, the programme cre-
ated an exception to the traditional mechanism of 
public procurement via a bidding process – which 
represented one of the main bottlenecks for small-
holder producers’ access to institutional markets 
– and substituted it with a smallholder-friendly 
procurement model for the public purchase of 
food products directly from smallholders.

Currently, the PAA uses five operational 
modalities for providing smallholder farmers with 
access to this formal market: 

1. Purchase with simultaneous donation  (Com-
pra com Doação Simultânea). This modal-
ity accounts for the largest shares of PAA 
expenditure and number of beneficiaries. It 
involves the purchase of different types of 
food product and their immediate distribu-
tion to beneficiary entities with the main aim 
of meeting local demand for supplementing 
the food intake of food- and nutrition-inse-
cure people.

2. Direct purchase (Compra Direta). This 
involves the purchase of pre-selected prod-

13 Law No. 11.512/2011 expanded and articulated these 
three aims in seven specific goals: i) support the produc-
tion of family farmers and promote their economic and 
social inclusion through the sustainable production of 
surpluses and the processing and industrialization of 
food products; ii) support the consumption and valori-
zation of food produced by family farming; iii) promote 
access to food of sufficient quantity, quality and regu-
larity for food and nutrition-insecure populations; iv) 
supply institutional food markets, including the schools 
at the municipal, state and federal levels; v) build strate-
gic stocks of family farming products; vi) enable family 
farmer cooperatives and formal organizations to store 
their produce; and vii) strengthen local and regional 
networks for food commercialization. In 2012 Decree 
No. 7775/2012 added another two objectives to the pro-
gramme: viii) promote and enhance biodiversity, organic 
and agro-ecological food production and healthy eating 
habits at the local and regional levels; and ix) stimulate 
the development of cooperatives and associations. 
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to that adopted for the PAA, the PNAE avoided 
public bidding and introduced a smallholder-
friendly procedure.

2.3 MArket Access And 
collectIve ActIon In 
BrAzIl’s InstItutIonAl food 
procureMent progrAMMes

Although supporting smallholders’ market access 
is one of the main objectives of Brazil’s IPPs, 
both programmes must also comply with the 
objective of providing an efficient supply to meet 
their demand. To obtain access to these markets, 
smallholder producers must therefore comply with 
requirements related to quality and safety, the vol-
ume and regularity of supplies, market prices, etc.

In response to the limited capacity of individual 
smallholder farmers – who often struggle to meet 
buyers’ food safety and quality standards and 
are rarely able to provide a continuous supply 
of standardized products (Hellin, Lundy and 
Meijer, 2009) – to improve compliance with mar-
ket requests, the main strategy adopted by the 
Brazilian IPPs for promoting smallholders’ access 
to institutional markets is based on supporting the 
constitution of collective actions. 

This strategy is also adopted, and often to 
a greater degree, by the main IPPs currently 
implemented in other parts of the world, such as 
P4P and PAA Africa, in which collective action is 
the only possible way of participating in IPPs. To 
implement this strategy, these programmes include 
support for the development and strengthening of 
formal farmer groups.15 

The idea shared by these programmes is that 
channelling support to farmer groups and strength-
ening their institutional capacity to interact with 
institutional buyers resolves the dis-economies of 
scale associated with fragmented supply from indi-
vidual smallholders (FAO, 2012). Such support 
therefore not only enables smallholder producers 
to obtain access to these institutional markets and 
comply more easily with their requirements, but 
also prepares smallholders to gain access to other 
formal markets.

In Brazil, although access by individual small-
holders is possible, the development of collective 
action (through cooperatives and associations) is 
one of the explicit objectives of the PAA (under 
Decree No. 7775/2012).

15 http://www.wfp.org/content/p4p-primer-0 and http://
paa-africa.org/about/general-information-2/

ucts14 when their prices are low, or when 
there is a high demand from populations in 
situations of food insecurity. The aims of 
direct purchase are to: i) regulate the prices 
of a set of selected products produced by 
family farming; ii) satisfy the demand of the 
government’s food access programmes; and 
iii) create strategic stocks.

3. Milk production and consumption incen-
tive – PAA Milk (Incentivo à Produção e 
ao Consumo de Leite). Under this modality, 
milk (from cows or goats) is purchased from 
smallholder producers with the main aims 
of: i) contributing to the fight against hunger 
and malnutrition though the distribution of 
free milk for people in situations of social 
vulnerability or/and food and nutrition inse-
curity; and ii) enhancing the production of 
milk by local smallholders, by guaranteeing 
a market-compatible price. 

4. Support to stock formation (Apoio à For-
mação de Estoques). Under this modality, 
the PAA offers financial resources to formal 
groups of smallholder producers enabling 
them to store their harvests and sell the pro-
duce later in the season, when market condi-
tions are more favourable. 

5. Institutional purchase (Compra Institucion-
al). This modality involves the acquisition 
of food to meet the regular demand from 
the direct and indirect public administration 
at the federal, state and municipality levels. 

The second Brazilian IPP is the PNAE. Although 
this programme was started in the 1950s, it was 
only in 2009 that the Brazilian government linked 
school feeding to its family farming policies, using 
the PNAE as a structured market for smallholder 
producers. Encouraged by the PAA experience, 
Law No. 11.947/2009 introduced new guidelines, 
including on supporting sustainable development 
through the promotion of local food procurement, 
particularly from smallholder farmers.

Law No. 11.947/2009 also imposed the obliga-
tion that states, municipalities and federal schools 
must purchase at least 30 percent of the food 
used in school feeding directly from smallholder 
producers. Following a procedure very similar 

14 The products selected by the PAA Management Group 
as eligible for purchase include rice, cashew nuts, Brazil 
nuts, manioc flour, beans, maize, sorghum, wheat, dry 
whole milk and wheat flour. 
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In the PAA, Law No. 12.512/2011 establishes 
that food can be procured directly from individ-
ual smallholder producers, or indirectly through 
cooperatives and other formal organizations of 
smallholders. Producers can also have access to the 
programme through informal groups. 

However, two modalities of the PAA – the 
institutional purchase and support to stock for-
mation modalities – allow access only through 
formal groups.16 

The requirements of the PNAE are even more 
demanding because of the specificities of the 
programme’s demand (i.e. the involvement of 
students, particularly children). Participation in 
the PNAE makes higher demands on producers 
in terms of the quantity, quality, regularity and 
diversity of their production and their logistic 
and organizational capacities than the PAA does 
(Triches and Schneider, 2012).

In this context, access through collective action 
occupies a central position in the PNAE, and until 
recently individual access was not allowed. Under 
Resolution No. 38/2009 of the National Founda-
tion for Educational Development (FNDE), small-
holder producers had access to the programme 
only through formal or informal groups. In some 
cases (for purchases of more than R$100  000), 
access was through formal groups only. 

FNDE Resolution No. 26/2013 changed these 
rules and introduced the possibility for small-
holder producers to gain access to the programme 
individually with the assistance of a linking orga-
nization. Although this new rule makes no explicit 
reference to its aims, it is possible to see it as a 
strategy for overcoming (but not completely solv-
ing) the difficulties faced by producers in organiz-
ing themselves formally and the lack of sufficient 
formal groups to satisfy this demand, as described 
in the following paragraphs. 

Despite the possibility for individual access to 
the Brazilian IPPs, access through formal groups 
has retained priority over individual access in 
both programmes. 

For the PAA, Decree No. 7775/2012 and vari-
ous resolutions of the PAA Management Group 
specify supply through groups as a priority crite-

16  Until recently, the purchase with simultaneous donation 
modality implemented by the National Supply Com-
pany also allowed access to smallholder producers only 
through formal groups. The possibility of individual 
access was recognized by the PAA Management Group’s 
Resolution No. 62/2013, which still gives priority to 
access through formal groups.

rion for the selection of suppliers in different PAA 
modalities. Another strategy recently adopted to 
support formal organizations is the possibility of 
increasing the maximum procurement limits17 of 
the PAA’s main modality (purchase with simulta-
neous donation) from R$5 500 to R$6 500 when 
the supply is through a formal organization and 
to R$8 000 when the formal organization supplies 
organic or agro-ecological products or when at 
least 50 percent of its members are registered on 
the Unified Register for Federal Government 
Social Programmes (Decree No. 7775/2012).

For the PNAE, the FNDE resolution estab-
lishes that formal groups have priority over infor-
mal ones, which in turn have priority over indi-
vidual access (article 25, IV of FNDE Resolution 
No. 26/2013). 

It is interesting to note, however, that although 
both programmes give priority to access through 
formal groups, neither of them provides adequate 
coordinated actions to support the institution 
and development of formal groups for small-
holder producers. 

Benefits of group access in Brazil’s Ipps
IPPs constitute a unique opportunity for small-
holder producers. Organizing themselves into 
formal groups may enable them not only to gain 
access to these structured markets (or to put them 
into a priority position for access) and take advan-
tages of their benefits (such as stable demand and 
market prices), but also to benefit from the pay-
offs of collective action in upgrading and acquiring 
the capabilities necessary to reach other markets. 

Although further research is required, the case 
studies and data currently available indicate that 
the strategy of group access adopted by the Brazil-
ian IPPs is likely to bring benefits for the small-
holder producers, facilitating their: i) access to 
institutional markets by complying with market 
requirements; and ii) upgrading to obtain access 
to other formal and more demanding markets, 
such as that of the PNAE. Case studies also dem-
onstrate how the development of collaborative 
action has been key to successful implementation 
of the institutional programmes themselves. On 
the other hand, these studies also show the current 
challenges of this strategy within the IPP context. 

17 Both programmes impose annual limits that establish the 
maximum amounts (in value) that smallholder producers 
and their formal groups can sell via the programmes’ dif-
ferent procurement modalities.
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First, research shows that one of the main 
impacts of the first Brazilian IPP, the PAA, has 
been to foster the development of formal orga-
nizations. Several case studies assessed how the 
PAA has stimulated the creation or reactivation of 
smallholder formal organizations by requiring, or 
at least prioritizing, access through formal groups 
and compliance with the high requirements typi-
cal of a formal market (Grisa et al., 2011; Santos 
et al., 2012; Souza, 2012).

For example, analysis of the NUTRE project 
in Sao Paulo State reports that most of the formal 
organizations of smallholder producers in the 
region were created or reactivated recently with 
the specific aim of obtaining access to the institu-
tional market provided initially by the PAA and 
subsequently by the PNAE (Souza, 2012).

Second, and this is the most important point for 
this study, qualitative case studies indicate that the 
organization of smallholder producers through 
formal groups has being key in allowing these 
producers to obtain access to the formal market of 
the PAA and, in particular, to upgrade for access 
to the more demanding institutional market of the 
PNAE (Grisa et al., 2011; IPC and WFP, 2013; 
Santos et al., 2012; Souza, 2012).

As affirmed by research developed by the 
International Policy Centre for Inclusive Growth 
and WFP, the increased scale and improved qual-
ity of the produce of smallholder formal groups 
that participated in the PAA have been core 
factors in allowing these organizations to meet 
the more demanding requirements of the PNAE 
(IPC and WFP, 2013). According to this study, the 
larger scale and improved quality of production 
could be associated with the previous experience 
of the smallholder farmer organizations in supply-
ing the PAA. They could also be associated with 
the participation of the smallholder producers in 
formalized collective action. 

It is important to highlight that the benefits 
obtained by smallholder producers from participa-
tion in institutional markets through formal orga-
nizations include not only economies of scale and 
improvements in product quality but also benefits 
that reach beyond the production stage, such as 
better access to information, and acquisition and/or 
improvement of managerial and commercialization 
skills and planning and delivery capacities, among 
others (Souza, 2012; Triches and Schneider, 2012).

Other qualitative case studies assessing the 
importance of collective action in the IPP context 
demonstrate that the greater the involvement of 
associations and cooperatives with other social 

actors, and the stronger the consolidation of these 
institutions, the more effective the results of the 
PAA (Botelho-Filho and Carvalho, 2006; Grisa 
et al., 2011; Müller et al., 2007).

The importance of formal organizations is also 
confirmed by data collected by the government 
from the programmes’ implementing agencies and 
used to analyse, among others features, compli-
ance with the rule that establishes that at least 30 
percent of the PNAE’s resources should be used 
to acquire products directly from family farmers 
and rural entrepreneurs.18 Lack of organization of 
smallholder producers was reported as the main 
cause of non-compliance with this rule (28 percent 
of responses) (Silva, 2011).

This problem was particularly relevant in the 
context of the previous regulation of the PNAE 
(FNDE Resolution No. 2009), which established 
that producers had access to the programme only 
through formal organizations. 

legal challenges 
Despite its potential, access through formal organ-
izations poses several challenges. Empirical and 
theoretical studies have focused on analysing the 
difficulties faced in coordinating and building 
collaboration among smallholder farmers (see, 
for example, Hellin, Lundy and Meijer, 2009; 
Shiferaw and Muricho, 2011). In the Brazilian 
IPP context, producers’ lack of trust regarding 
associativism, and particularly their resistance 
to self-organization through formal groups have 
been assessed and discussed in studies (Souza, 
2012; Triches and Schneider, 2012).

Among the challenges to formal organization 
of smallholder farmers is the legal framework 
adopted to regulate the structure of formalized 
collective action.

Inadequate regulation of formal groups may 
pose significant problems to formal organizations 
by limiting their utility and functions (Swensson, 
2012). A study of rural agro-enterprises in Colom-
bia found that the inadequate legal framework for 
formal organizations could hinder the organiza-
tions’ performance and create obstacles for their 
long-term development (González, Johnson and 
Lundy, 2006). 

The challenges created by inadequate regula-
tion can also be observed in the context of Brazil’s 

18 These data were collected through the annual financial 
statements that implementing agencies have to submit to 
FNDE. 
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IPPs, particularly regarding the use of collective 
action as an instrument for fostering smallholder 
farmers’ access to formal markets. As limited 
access to markets is one of the main problems 
faced by smallholders, and as collective action is 
an important instrument in overcoming market 
barriers, this issue is of significant relevance. 
However, it is often disregarded by both scholars 
and policy-makers. 

In Brazil, the legislation on IPPs establishes that 
formal groups of smallholder producers must be 
formally constituted as legal entities recognized by 
Brazilian private law, particularly as cooperatives 
or non-profit associations (Law No. 12.512/2011, 
FNDE Resolution No. 26/2013).

Cooperatives represent one of the most com-
mon forms of formal collective action in the 
world and are widespread, especially in the 
agriculture sector. They can encompass very dif-
ferent forms of organizational arrangement. In 
the agriculture sector, for example, cooperatives 
can range from simple associations of producers 
whose only involvement is to sell their produce 
together to achieve sufficient economies of scale 
to satisfy buyers’ requirements, to sophisticated 
organizations that offer their members access to 
various services (credit, technical assistance, etc.) 
and have direct access to diverse and demand-
ing value chains (Fernandez-Stark, Bamber and 
Gereffi, 2012).

Cooperatives can be a useful instrument for 
large and business-oriented farmers as well as the 
smallholder who are the focus of this paper.19

In Brazil, the development of cooperatives 
and associations is supported by the Federal 
Constitution of 1988. According to article 174 
of the Constitution, the State should support 
and encourage cooperatives and other forms of 
association through a specific law, but no such law 
has ever been issued. 

Currently, national policy on cooperatives in 
Brazil is still regulated by a law from 1971 (Law 
No. 5.764/1971), which was issued before the 
Constitution and so does not encompass the 
aims of the Constitution. As a result, as affirmed 
by Bialoskorski-Neto in 2011 and still the case 
today, Brazilian cooperativism lies in a “juridical 
vacuum” in the absence of clear and up-to-date 
legislation that refines the original legislation and 
makes the modifications necessary to bring it into 

19 http://www.fao.org/partnerships/cooperatives/en/ 
(accessed April 2016).

line with the Constitution of 1988. In 2002, the 
new Civil Code partially regulated cooperatives 
in a few articles and defined their legal status as 
sociedade simples rather than business enterprises 
(article 982).

The regulation provided by Brazil’s general law 
on cooperatives is therefore obsolete and in any 
case inadequate in protecting the smallest produc-
ers and small groups, who are the target of IPPs 
and the stakeholders who could benefit most from 
this instrument as a strategy for obtaining access 
to markets. 

The system for instituting and administering 
cooperatives under this legislation is characterized 
by a heavy structure and significant bureaucratic 
burdens, which include the many formalities nec-
essary to institute and register a cooperative, the 
need for three separate bodies (a general assembly, 
a board of directors and an audit committee), the 
many records and minutes that must be registered 
at the appropriate public register, and a complex 
accountability system.

The complex structure and bureaucratic bur-
dens characteristic of cooperatives in Brazil are 
too demanding and costly for smallholder produc-
ers (Triches and Schneider, 2012). This burden is 
also evident in IPP, to which very few cooperatives 
have access, compared with other formal groups 
such as non-profit associations. In fact, as a strat-
egy for overcoming the bureaucratic barriers faced 
by cooperatives, the legal form most commonly 
adopted by Brazilian smallholder producers to 
obtain access to IPPs is the non-profit association. 

This situation could be observed in several 
studies. For example, in the State of Minas Gerais, 
the assessment found that of the 234 formal 
groups with the necessary National Programme 
to Strengthen Family Agriculture (PRONAF) 
Declaration of Eligibility (DAP) to participate in 
the state’s IPP, 31 were cooperatives and 203 were 
non-profit organizations (Santos et al., 2012). In a 
case study conducted by Chmielewska and Souza 
(2010) in three municipalities of the Sergipe region 
only associations (and no cooperatives) had access 
to the PAA.

The legal and organizational structure of non-
profit associations requires fewer costs and for-
malities for institution and administration. Nev-
ertheless, it has been observed in several sectors 
that the non-profit organization is not the most 
appropriate legal structure for smallholder pro-
ducer organizations, especially those with the aim 
of obtaining market access (Cafaggi et al., 2012; 
FAO, 2007; Swensson, 2012).
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In Brazil, non-profit associations are regulated 
by the Federal Constitution (article 5, XVII–XXI, 
and article 174, paragraph 2) and the Civil Code 
(articles 53 to 61). According to these rules, non-
profit associations cannot have a commercial pur-
pose, cannot pursue profit and cannot share any 
eventual gains among their members. In fact, one 
of the main characteristics of non-profit organiza-
tions in any legal system is that any profits earned 
cannot be distributed. 

Among the many practical consequences of 
these limitations is the fact that an association 
is unable to build a reserve or have its own 
resources to pay for any expenses it may have. 
In the IPP case these restrictions represent a 
particular difficulty. 

However, PNAE and some modalities of PAA 
(such as purchase with simultaneous donation) 
require the development, management and imple-
mentation of a sales plan that regulates the for-
mal group’s commitment to participating in the 
programme and defines: i) the type and quality 
of products (from those established by the call 
for proposals) that the group intends to sell; ii) 
the quantities; iii) the timing of deliveries; and 
iv) the producers involved. Participation in these 
programmes also requires the maintenance of an 
accountability system, the issuing of tax invoices, 
and many other logistic and managerial activities, 
all of which incur costs for the organization. With 
no possibility for building a reserve or having its 
own resources, a non-profit association remains 
dependent on donations from its members, or 
direct payments, which may limit significantly 
the association’s actions, as reported by the Insti-
tute of Guardians of Nature (ING – Instituto 
Guardiões da Natureza), an NGO that supports 
family farmer organizations in Parana Region in 
obtaining access to the PAA. 

Furthermore, the non-profit regime, its lack 
of capital and weak accountability system, can 
compromise the signing of contracts with private 
buyers or access to financing (FAO, 2007). These 
limitations of non-profit associations are also 
reported as an important problem for market 
access in other economic sectors (Cafaggi et al., 
2012; Swensson, 2012).

Although they are less bureaucratic, more eas-
ily managed, and therefore the most frequently 
selected alternative, this evidences shows that 
the non-profit association cannot be considered 
the most appropriate legal form of structure for 
smallholder producer organizations, especially 
under a market access perspective. The non-profit 

association is usually incapable of being adapted to 
all the functions and activities that formal groups 
of smallholder producers are expected to perform 
to obtain market access, as these activities are 
mainly commercial and profit-oriented.

It can therefore be concluded that although 
non-profit organizations provide producers with 
access to the IPP according to legislation, their 
legal structure may represent a limitation to their 
long-term development and, in particular, a barrier 
to upgrading and obtaining access to other formal 
markets outside the IPP context. 

Another important point connected to the 
regulation of cooperatives and non-profit associa-
tions regards tax legislation and its incompatibility 
with providing support to formal groups within 
the Brazilian legal framework. Cooperatives and 
non-profit associations cannot benefit from the 
unified tax collection system, which applies only 
to enterprises under Brazilian law. As a conse-
quence, the tax payable on hiring an employee 
is much higher for these forms of organization: 
while an enterprise has to pay about 30–35 percent 
of the salary’s value, a cooperative or non-profit 
association has to pay up to 60 or 65 percent. 
Such high costs can make the hiring of employees 
unsustainable for the organizations, especially 
those for the poorest and smallest farmers. 

According to interviews with ING, these 
higher costs often make it difficult for formal 
smallholder producer groups to participate in the 
PAA, inducing some groups to make use of a lim-
ited liability company to register their employees 
and overcome this tax disparity. In other words, 
formal organizations have had to make use of 
another legal structure to overcome the limitations 
that they face, demonstrating the inadequacy of 
the legal forms currently available. 

A case study on the opportunities and challeng-
es facing the PNAE in the State of Minas reported 
that of the 78 family farming organizations anal-
ysed (18 cooperatives and 60 non-profit organiza-
tions), 76 percent did not had fixed employees. 
Although the study made no direct connection 
between the low number of employees and the 
tax issues mentioned in the previous paragraphs, 
it noted the informality and low organizational 
and managerial capacity of the organizations that 
resulted from the lack of fixed employees (Santos 
et al., 2012). This situation represents an important 
bottleneck, especially for upgrading and increas-
ing access to formal markets. 

As affirmed by FAO during the International 
Year of Cooperatives, cooperatives and producer 
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organizations can thrive and act vehicles for inclu-
sion and market integration for their members 
only if they are empowered and have an appropri-
ate enabling environment that includes a conducive 
and appropriate regulatory and legal framework.20 

2.4 legAl chAllenges of 
MultIlAterAl cooperAtIon

The problematic situation regarding regulation 
of the legal structure of formal organizations 
is not exclusive to the Brazilian legal system. 
Several studies of the agrifood sector indicate 
difficulties in other legal systems regarding the 
inadequate legal structures provided by legislation 
or chosen by producers to regulate their collective 
actions (González, Johnson and Lundy, 2006; 
FAO, 2007).21 

This can lead to the conclusion that providing 
proper regulation of the legal structure of formal 
groups of smallholder producers is not an easy 
task. One explanation of this difficulty could be 
found in the nature of these forms of organization 
themselves. For many decades, there has been 
theoretical debate aimed at defining the economic 
nature of cooperative organization, which – as 
mentioned in the previous section – represents the 
most important form of formal collective action, 
especially in the agriculture sector. There is still 
no consensus on how to define a cooperative 
among the generic forms of economic organi-
zation (Chaddad, 2012; Cook, Iliopoulos and 
Chadda, 2004).

Definitions include the conception of agricul-
tural cooperatives as a form of vertical integration 
by farmers (“extension of the farm” approach), 
as independent firms (organizations with scope 
for decision-making independent of their mem-
bers), as coalitions of firms that act collectively 

20 http://www.fao.org/partnerships/cooperatives/en/
21 As affirmed by Shepherd (FAO, 2007): “In many coun-

tries the legal status of farmer groups remains to be 
clarified and thus they are unable to carry out financial 
transactions. In Kenya, for example, producer market-
ing groups are required to register as self-help groups 
and therefore lack legal status as business enterprises. In 
Colombia, groups have tended to register as non-profit 
businesses in order to take advantage of low registra-
tion fees and tax incentives but such an organizational 
structure may become an obstacle to long-term devel-
opment. In some other countries there have been moves 
to force farmer groups or associations to be registered 
as cooperatives, despite the fact that there appears to be 
a preference among groups to have the status of limited 
liability companies.” 

or collaboratively (the coalition approach), and 
as a nexus of contracts (Chaddad, 2012; Cook, 
Iliopoulos and Chadda, 2004).

Especially in the last decade, economists – 
building on the theory of transaction cost econom-
ics and its recent developments – have recognized 
that cooperatives do not fit the classical economic 
concepts of either the markets or the hierarchies of 
organization for production, and can be character-
ized as hybrid forms of organizations (Chaddad, 
2012; Iliopoulos, 2003; Menard, 2007). According 
to this theory, cooperatives combine characteris-
tics of markets and hierarchies in ways that make 
them differ from either.

Recently, Chaddad (2012) analysed agricul-
tural cooperatives in three categories – bargain-
ing associations, processing or marketing coop-
eratives, and new-generation cooperatives – and 
classified all of them as hybrid arrangements with 
some market-like attributes and some hierarchy-
like mechanisms. 

According to Chaddad (2012) the bargain-
ing association is a hybrid arrangement as it 
combines dimensions that are market-like such 
as separate ownership, lack of authority relation-
ships, strong incentive intensity and autonomous 
adaptation, with hierarchy-like features such as 
information-sharing mechanisms, coordinated 
adaptation, formal horizontal agreements, and 
common staff. The same applies to processing 
cooperatives, which combine market-like attri-
butes such as high-powered incentives, lack of 
partner selection mechanism and autonomous 
adaptation, with hierarchy-like mechanisms such 
as formal authority, administrative controls and 
common staff in a central office. Regarding the 
third category, the author affirms that although 
new-generation cooperatives exhibit several attri-
butes of the hierarchy mode of governance, such 
as formal authority, administrative controls, com-
mon staff, strong coordinated adaptation, and high 
degrees of formalization and centralization, they 
still retain some market-like attributes, including 
separate ownership, high-powered incentives and 
an intermediate level of autonomous adaptation.

The fundamental consequence of this assump-
tion is that hybrid forms of organizations – 
“hybrid networks” or “networks” – pose remark-
able challenges to law. Networks are located at 
the intersection between not only the economic 
concepts of market and hierarchy, but, as such, 
also between the traditional legal concepts on 
which these different forms of production organi-
zation – contract and business associations – are 
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based (Amstutz and Teubner, 2009; Cafaggi, 2008; 
Teubner, 2009; Teubner and Collins, 2011).

The network phenomenon as defined by Col-
lins (2011) is not a contractual market relation-
ship, because such a definition does not take into 
account the coordination, relational qualities and 
interdependence of contracts, nor is it a type of 
business association or company, as it lacks a 
centralized coordinating authority that receives 
residual profits.

This issue and its implications have been 
discussed over the last decade by international 
experts who recognize that because of its hybrid 
characteristics, the network phenomenon cannot 
be fully explained by either contract or company 
law alone and in their traditional conceptions. 
Traditional contract and company law are also 
unable to regulate adequately the different types 
of network that are present in practice or to cope 
with the risks and opportunities these network 
types pose (Amstutz and Teubner, 2009; Cafaggi, 
2008; Collins, 2011; Teubner, 2009). As affirmed 
by Teubner, “any attempt to subsume networks 
simply under traditional private law concepts 
is, to cut a long story short, doomed to failure” 
(Teubner, 2009). According to this author business 
associations are inappropriate for market net-
works because their pooling of resources and joint 
decision-making do not suit the decentralized 
network structure. On the other hand, contract 
law, in its traditional conception, is unable to cope 
with the risks and opportunities posed by net-
works (Teubner, 2009). This issue is particularly 
relevant because of the increasing importance of 
the network phenomenon and the spread of net-
work arrangements in many branches of business 
around the world (Cafaggi, 2008; Deakin, 2009).

However, international doctrine argues – 
although with divergences – that contract law is 
the correct systematic arena for addressing the 
network phenomenon and advocates for the need 
to adapt legal frameworks and contractual theory 
to recognize and regulate it (Cafaggi, 2008; Teub-
ner, 2009; Teubner and Collins, 2011). 

According to Teubner, for example, the doctri-
nal qualification of networks should be based on 
the development of an organizational contract law 
(i.e. “the law of controrgs”) that recognizes their 
hybrid nature and includes not only the relational, 
but also the organizational and multi-lateral ele-
ments of the contract (Teubner, 2009). Other 
scholars, such Cafaggi, also position the regulation 
of networks in a contractual dimension but argue 
that the best solution for the network phenom-

enon is to provide a legal and specific definition 
of contract network with a general framework 
to be applied to different forms of collaboration. 
(Cafaggi, 2008).22

Although discussion continues and much 
remains to be done in the hybrid governance 
approach to cooperatives (Iliopoulos, 2003; 
Menard, 2007), this theory certainly provides an 
opportunity not only to reconsider the nature 
of cooperatives and formal smallholder farmer 
groups more broadly, but also – and particularly 
– to improve understanding of the difficulties of 
their legal regulation. The theory can also make 
an important contribution at the public policy 
level in re-thinking the most appropriate and 
alternative legal forms, including those based on 
contractual arrangements, for regulating formal 
smallholder farmer groups. 

2.5 conclusIon
This paper analysed the role of collective action 
as a strategy to promote the access of smallholder 
farmers to formal markets in the context of Bra-
zilian IPPs and the challenges related to the lack 
of an appropriate legal framework to regulate 
their structure. 

From this analysis it can be concluded that 
formalized collective actions have an important 
role in facilitating the access of smallholder farm-
ers to Brazilian IPPs. Moreover, such access also 
represents an important strategy for smallholders 
seeking to upgrade their production and obtain 
access to other and more demanding formal mar-
kets, such as the PNAE. 

Nevertheless, despite these benefits, the Bra-
zilian experience also demonstrates that this 
strategy still faces challenges that can limit its 
potential significantly. These challenges include 
the legal form adopted to regulate the structure 
of formalized collective actions, which is of 
particular relevance because an inappropriate 
legal structure can limit the utility and restrict 
the function of formal groups and become an 
obstacle for their long-term development. 

The support of a proper legal framework is 
therefore of major importance for the effective 
performance of collective actions that aim to 
link smallholders to the market and help them to 
upgrade. In Brazil, such a legal framework cannot 

22 According to Teubner the independent legal category of 
“network contract” is not appropriate for the decision-
making structure of business networks. 
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be found. The regulation provided by the General 
Law of Cooperatives is obsolete and inadequate 
for the smallest producers and small groups. The 
legal form of the non-profit association, although 
it is the most frequently selected alternative, 
cannot be considered to be the most appropriate 
instrument. It is usually incapable of being adapt-
ed to all the functions and activities that formal 
groups of smallholder producers are expected to 
perform to achieve market access, most of which 
are commercial and profit-aimed activities.

Providing a proper legal form for regulating the 
structure of formal groups is not a simple issue. 
Nevertheless, efforts should be made to develop 

a more adequate and flexible legal structure for 
formal smallholder producer groups, and given 
the importance and utility of this instrument for 
linking smallholders to the market and helping 
them to upgrade.

The design of the legal framework should take 
into consideration the points raised by theories 
that recognize cooperatives as hybrid forms of 
organization, particularly those raised by legal 
experts who, although they recognize the chal-
lenges that these forms of organization pose to 
law, advocate the urgency and possibility of a 
proper regulation, especially under the contract 
law arena. 
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Abstract 
School milk programmes can be an important 
driver for national dairy development by offering 
small-scale dairy producers an opportunity to have 
a local, stable and predictable demand for milk. 
The home-grown school feeding (HGSF) frame-
work focuses on integrating smallholder farmers 
into school feeding programmes, but has a limited 
focus on milk. This paper incorporates school milk 
into the HGSF framework in detail, and discusses 
how this works in practice through a case study 
of a small school yoghurt programme in Mgeta, 
United Republic of Tanzania. The study discusses 
the various benefits and challenges that small-scale 
goat milk producers in Mgeta experience when 
supplying local schools with drinking-yoghurt. 

Keywords: school milk, home-grown school feed-
ing, inclusive value chains, United Republic of 
Tanzania, smallholder farmers.

3.1 IntroductIon
Local institutional markets such as prisons, hos-
pitals and feeding schemes have typically not 
been thoroughly explored in terms of their pos-
sible links to smallholder farmers. Institutional 
markets could offer more predictable, stable and 
local market opportunities for smallholders, and 
employment for other downstream actors, thus 
stimulating the local economy. This paper explores 
the opportunities that one institutional market, 
a local school yoghurt programme, provides for 
smallholder dairy goat farmers in Mgeta, United 
Republic of Tanzania. Linking public policies of 
school feeding and agricultural development can 
be a powerful means for demand-assisted growth, 
creating markets for smallholders and simultane-

ously improving children’s nutrition, health and 
school performance. 

School feeding programmes are common inter-
nationally and represent one of the largest types 
of institutional market. Worldwide, about 330 
million children receive school meals, with almost 
every country being involved and global pro-
grammes investing between US$47 billion and 
US$75 billion in school feeding schemes annu-
ally (Bundy et al., 2009; WFP, 2013). School milk 
programmes are also common in many parts of 
the world and are becoming more popular among 
governments, NGOs and school communities. 
School milk accounts for between 3 and 25 percent 
of the milk market in 36 countries (Griffin, 2004). 
The primary goal of school feeding is to improve 
children’s health, nutrition and school attendance. 

School feeding programmes can also provide 
opportunities for local smallholder farmers and 
promote rural and agricultural development. These 
outcomes are what the home-grown school feed-
ing (HGSF) approach intends to achieve through 
sourcing locally produced food for schools (Bundy 
et al., 2009). In sub-Saharan Africa, several actors 
are currently focusing on the HGSF approach, 
including the Comprehensive Africa Agriculture 
Development Programme (CAADP), the New 
Partnership for Africa’s Development (NEPAD), 
the World Food Programme (WFP), the Millen-
nium Hunger Task Force, and Partnership for 
Child Development (PCD), among others. When 
introducing the concept in Africa in 2003, NEPAD 
provided a rough estimate of the potential for 
smallholder farmers: feeding 50 million schoolchil-
dren with school meals on 200 days per year would 
require 5 million tonnes of food, providing about 
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2 million local smallholders producing a variety 
of foods with the potential for improving their 
food security and livelihoods (NEPAD, 2003). 
Several reports and analyses have been produced 
by WFP, the World Bank and others to establish 
and develop the HGSF framework in sub-Saharan 
Africa, including through pilot programmes in 
several African countries (Commandeur, 2013; 
Drake et al., 2012; Gelli, Neeser and Drake, 2010; 
Sumberg and Sabates-Wheeler, 2011; WFP, 2009). 
Several case studies have also been produced 
based on the pilot programmes.23 However, little 
research has been conducted on analysing local 
HGSF value chains with the aim of improv-
ing the income of smallholders and overcoming 
market barriers by using food produced by local 
smallholders for schools (Bundy et al., 2009). 
Neither has any research focused specifically on 
milk, which is an important source of nutrition 
for children and a common product produced by 
smallholders throughout sub-Saharan Africa.

The Tanzanian government has been seeking 
ways of merging the potential of the dairy industry 
into new markets. One strategy is the promotion 
of school milk programmes, with the goals of: i) 
increasing milk consumption in the country; ii) 
increasing income among milk producers; and iii) 
creating employment. There are about 8 million 
primary school children in the United Republic 
of Tanzania, thus providing a large market oppor-
tunity for milk producers all over the country 
(MLFD, 2013). 

The purpose of this paper is to discuss the poten-
tial benefits and challenges of integrating small-scale 
dairy farmers into school milk programmes. The 
paper first introduces the dairy sector, including 
school milk, in the United Republic of Tanzania, 
focusing on small-scale producers. It follows with 
an introduction and detailed analysis of the HGSF 
framework, focusing on small-scale dairy farmers. 
The paper then highlights the case of the Twawose 
dairy goat association and the means by which it 
supplies drinking-yoghurt made from goat milk to 
local schools in Mgeta, Morogoro, United Republic 
of Tanzania. This analysis focuses on the supply of 
drinking-yoghurt to schools from small-scale dairy 
goat farmers, and not the benefits of school nutri-
tion programmes for children, which have already 
been heavily researched and documented (see, e.g., 
Jomaa, McDonnell and Probart, 2011). 

23 For an overview of these case studies, see http://hgsf-
global.org/en/me/case-studies (accessed April 2016).

3.2 the tAnzAnIAn dAIry  
sector And potentIAl for 
smAll-scAle producers

In the United Republic of Tanzania, agriculture 
is the most important sector, offering income 
and employment to 80 percent of the population. 
Smallholders produce 75 percent of the country’s 
agricultural output. Of the 4.9 million agricultural 
households, about 40 percent depend on livestock 
as a source of income. The livestock sector in 
the United Republic of Tanzania makes a crucial 
contribution to national food supply, food security 
and the livelihoods of smallholders. Goat keeping 
is common throughout the country, with 15.2 
million goats compared with 21.3 million cattle 
(Njombe and Msanga, 2011; Government of the 
United Republic of Tanzania, 2012). 

There are about 680 000 dairy cattle in the 
country (Njombe et al., 2012) and 419 533 dairy 
goats (Government of the United Republic of 
Tanzania, 2012). Milk provides farmers with income 
throughout the year, which is especially important 
for smallholders who face seasonal fluctuations in 
production and income from crops. Smallholder 
dairy farms are relatively small in size, ranging 
from one to five cows per household (Njombe and 
Msanga, 2011) or an average of four to five dairy 
goats (Nziku et al., 2016). Goats are kept mainly 
for meat, but an increasing number of dairy goats 
provide milk to communities that cannot keep dairy 
cows for climatic and socio-economic reasons. 

For a smallholder farmer, it is easier to buy a 
goat than a cow because of the large difference in 
the investment needed. Goats are also relatively 
inexpensive to keep, requiring relatively little 
maintenance and less fodder and a smaller area 
of land for grazing than cows need. Goats are 
tolerant to an infrequent water supply and limited 
food options, with herds able to recover quickly 
through rapid reproduction, and because of their 
small size, goats are easy to transport (Peacock, 
2007). If death occurs, the impact on farm liveli-
hoods is less severe than with the death of a cow, 
because the loss of investment is not as large and 
the farmer is likely to have more surviving goats, 
which can reproduce more quickly than cows 
(Peacock, 2005). 

Local cattle produce an average of 3 litres of 
milk a day in the wet season and 2 litres in the dry 
season, while an improved dairy cow can produce 
between 7 and 10 litres (NBS, 2013). Local goats 
produce an average of 250 ml of milk daily, while a 
dairy goat can produce up to 4 litres if fed properly 
(Peacock, 2007). A dairy goat’s output can therefore 
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be compared to that of a local cow. Currently, the 
demand for dairy goats exceeds the available sup-
ply (MLFD, 2010). However, despite the evidence 
that goats are beneficial for smallholder farmers, 
dairy goat development does not come without 
constraints. According to Peacock (2008), there is 
prejudice and ignorance regarding the importance 
of goats to smallholders in rural areas. She claims 
that the contribution of small-scale dairies to the 
national economy is underestimated because of the 
high degree of informal marketing of goats and goat 
products, which is not shown in national statistics.

In the United Republic of Tanzania, a total of 
1.6 billion litres of milk is produced per year by 
2.3 million households, and 70 percent of this 
total comes from smallholder farmers. Most milk 
is consumed on-farm by the household, and a 
fair amount is left for calves/kids. Only about 
10 percent reaches the market, where it is sold 
to neighbours (86.1 percent), the local markets 
(5.3  percent), traders at the farm (4.6 percent) 
and processing factories (1.4 percent). Only small 
quantities of milk reach the commercial market, 
mainly because of remoteness and poor infrastruc-
ture, which make collection and marketing of milk 
challenging (Njombe et al., 2011; RLDC, 2010). 
The milk that is collected goes to one of the 62 
dairy processing facilities in the country (MLFD, 
2010). Overall only about 30 percent of total pro-
cessing capacity is used, which demonstrates that 
there is great potential for increasing the produc-
tion and collection of milk. Today, most proces-
sors in the United Republic of Tanzania are small 
or microdairies24 producing less than 1 000 litres/
day, with only a few medium-sized commercial 
operations (Njombe et al., 2011). 

The reasons for the poor performance of 
national processing are many. The costs of milk 
collection, transportation and processing are high 
because of the high costs of equipment, machinery 
and packaging materials, compounded by poor 
infrastructure and inadequate access to financial 
credit. The high costs of conducting business and 
very limited marketing of processed products also 
increase costs (MMA, 2008). The low performance 
in milk processing is also a result of the challenge of 
competing with imported dairy products. Imports 
account for about 48 percent of the market for 

24 In the United Republic of Tanzania, large-scale dairy pro-
cessors produce more than 5 000 litres/day, medium-sized 
produce 1 000–5 000 litres, small produce 500–1 000 litres, 
and microdairies produce less than 500 litres/day.

processed dairy products in the United Republic 
of Tanzania, indicating huge opportunities in the 
country’s dairy industry (RLDC, 2010). 

The range of processed milk products produced 
in the United Republic of Tanzania includes a rela-
tively small quantity of fresh milk (5 percent),25 
a large amount of mtindi, or cultured milk 
(54 percent), ultra-high temperature (UHT – long-
lasting) milk (23 percent), yoghurt (12 percent), 
cheese (11 percent, mostly cheddar and mozza-
rella), butter and a small quantity of ghee (butter 
oil), sour cream and cottage cheese (2 percent). In 
an attempt to add value, many processors have 
increased their production volume of yoghurt, 
because of its longer shelf-life, relatively good 
margins because of high prices, and increasing 
popularity. Most milk (90 percent) is consumed 
locally, and 90 percent of that sold is sold through 
informal markets (RLDC, 2010). 

The informal market is characterized by direct 
delivery of milk by producers to consumers 
in the neighbourhood, or sales to milk traders 
or individuals in nearby towns. The informal 
milk market remains the dominant channel in 
the United Republic of Tanzania and consists 
mainly of unprocessed milk. Informal markets 
have no licensing requirements or regulations for 
operation, their operating costs are low and they 
have higher producer prices than formal markets. 
Thousands of households in the country depend 
on these informal milk markets as a means of 
livelihood, and they are often the only source of 
regular income for small-scale dairy producers 
(RLDC, 2010). The transition from subsistence 
milk producer to small-scale commercial dairy 
farmer can lead to increased income and off-farm 
jobs, providing direct employment in milk pro-
cessing, distributing and marketing, and indirect 
employment in ancillary services such as trans-
port, bicycle repairs, security and maintenance 
of equipment, and distribution and marketing 
(Dugdill et al., 2013). In Kenya, Staal et al. (FAO, 
2008) estimated that in the informal sector, 18 jobs 
are created for every 1 000 litres of milk handled 
per day, including three indirect jobs. These 
jobs include processing and marketing, trading, 
transportation, mobile milk trading, running milk 
bars and shops, vehicle repairs, and security firms. 
In Ghana, Omore et  al. (2004) found that one 

25 This quantity is small because most fresh milk is not 
processed and is sold through informal market channels, 
so is not included in statistics on processed milk. 
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holders, it is important to ensure that consumer 
expectations and food safety concerns are satisfied, 
while also taking into account the conditions in 
which smallholders work and building a strong 
enabling environment that can support smallhold-
ers in complying with requirements. 

3.3 the home-grown school 
feedIng frAmework

In countries all over the world, school feeding 
programmes purchase large quantities of various 
foods throughout the year. As well as benefiting 
children in school through improved nutrition, 
attendance and participation, these programmes 
also have significant potential for benefiting local 
producers. The main objective of the HGSF frame-
work is to link school feeding to local agricultural 
production (WFP, 2009). The goals is to purchase 
directly from smallholders and reduce the roles of 
other participants in the supply chain, to encourage 
improved production practices and create an ena-
bling environment that offers market information 
and advocates for rules, regulations and incentives 
for smallholder procurement (WFP, 2009). 

The HGSF initiatives headed by WFP focus 
mainly on foods such as maize, rice, beans and 
other vegetables (WFP, 2009). Milk is of high 
nutritional value to children, especially in low-
income countries (Dror and Allen, 2011), and 
therefore offers a valuable addition to the diet of 
schoolchildren (Iannotti, 2013). The focus of this 
paper is therefore on assessing ways of incorpo-
rating locally produced milk from smallholders 
into school feeding with the goal of increasing 
and creating stable incomes for small-scale milk 
producers. This section provides a review of 
important aspects that need to be considered when 
integrating small-scale dairy producers into school 
milk programmes based on the HGSF framework.

School feeding programmes can be attractive 
markets because they are predictable and stable. 
Schools are open for about 180 days a year, with 
scheduled holidays, and have set numbers of 
students, leading to more predictable demand for 
food suppliers (Gelli, Neeser and Drake, 2010). 
Children need food every day, but school milk 
is often offered one to three days a week, which 
still leads to a significant increase and stable 
demand for dairy farmers, reducing the uncertain-
ties linked to fluctuating demand, lack of market 
information, limited marketing skills, expensive 
transportation, etc. This stability also ensures 
minimum sales, making investment in production 
at the farm or processing level less risky. Market 

full-time job was created for every 20 litres of 
milk collected, processed and marketed.

Tanzanians consume smaller amounts of milk 
than their East African neighbours, even though 
the country has more cattle and dairy goats. On 
average, Tanzanians consumed about 43 litres/
capita/year in 2009/2010, an increase from about 
26 litres in 2003, but still significantly less than in 
Kenya (100 litres) and Uganda (50 litres) and less 
than the consumption of 200 litres of milk per 
year recommended by World Health Organiza-
tion (WHO) (MMA, 2008; Njombe et al., 2011). 
About 49 percent of Tanzanians consume milk 
regularly, with higher levels recorded mainly in 
urban areas (RLDC, 2010).

The reasons for low milk consumption are 
mainly low purchasing power, cultural beliefs and 
perceptions that milk is a drink for children only. 
The most popular milk products consumed are 
fresh milk (98 percent) and fermented milk such as 
mtindi and yoghurt (RLDC, 2010). The Tanzanian 
government aims to raise the annual per capita 
consumption of milk to at least 80 litres. To meet 
this increasing demand, the government’s goal is 
to increase milk processing capacity from 30 to at 
least 75 percent (Njombe et al., 2012). Initiatives 
for increasing consumption include promotion 
campaigns through Milk Consumption Promotion 
Week and the School Milk Feeding Programme. 
There is also a focus on improving milk supply, 
collection and processing through various policies 
(MLFD, 2010; MLFD, 2011; Njombe et al., 2012).

The provision of milk in schools would facili-
tate the development of an expanded and sustain-
able domestic market for milk, increase milk con-
sumption and cultivate a milk-drinking culture, 
not only during childhood but also persisting into 
adult life (Iannotti, 2013). In many countries, the 
development of school milk programmes has led 
to growth in the national dairy industry. In Kenya, 
the introduction of school milk in the 1970s stim-
ulated investment in the dairy sector, led primarily 
by small-scale milk producers (Griffin, 2004). A 
school milk programme can provide dairy farmers 
with a predictable market if they are explicitly 
integrated into the programme, and create jobs in 
rural areas. In China, the National School Milk 
Programme substantially increased dairy farmers’ 
income and created 223 new jobs for every 100 000 
children in the programme (WFP, 2009). As 70 
percent of dairy farmers in the United Republic 
of Tanzania are smallholders, it is vital to include 
them in any dairy development plans, especially in 
school milk programmes. When including small-
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sustainability leads to less variation in income, 
which encourages greater investment in produc-
tive activities, leading in turn to improved product 
quality and food safety. There might be limited 
marketing costs when supplying schools, but it 
is important to spend time on sensitizing both 
parents and children on the importance of milk 
because this knowledge is not always present. 

While a large local market represents a good 
opportunity for smallholder farmers, it also requires 
significant efforts in terms of coordinating the sup-
ply of milk. In funded school milk programmes, 
funders might require a single contractor to cover 
one or several school districts, but the milk produc-
tion capacity of smallholders may allow coverage of 
only one or a few schools (Kretschmer, Spinler and 
Van Wessenhove, 2013). Coordinating farmers to 
aggregate production is crucial to meeting high lev-
els of demand and other contract requirements. It 
can also result in positive benefits for smallholders, 
including economies of scale, steadier supplies and 
easier access to credit and other support. However, 
even when farmers are coordinated, the seasonal-
ity of production can remain a challenge. Milk 
typically has peak and low seasons, which do not 
necessarily correspond to the school year. Deliver-
ing milk two days a week throughout the school 
year might be a challenge. One solution could be to 
start the school milk programme with a transition 
period during which small amounts of milk from 
local small-scale dairy farmers are supplemented 
with milk from larger producers or other sources, 
or even with long-life milk during specific times of 
the year. 

Several other requirements also need to be met, 
such as for milk quality, packaging and timely 
delivery, which must be ensured along the milk 
value chain. Timely deliveries are essential in 
ensuring that children obtain the milk at optimal 
times during the day and avoiding delays in distri-
bution. Consistent high quality of the fresh and/or 
cultured milk is also crucial, while good packaging 
is important for milk quality and ensuring longer 
shelf-life and safer transportation. In the informal 
market, milk is often sold from buckets using cups 
and old water bottles, resulting in lower quality; 
such practices would not be acceptable when sell-
ing to institutional markets.

The quality of and demand for the products 
set the prices of milk and yoghurt. Prices also tend 
to fluctuate during high and low seasons, and 
can change as a result of extreme weather such as 
drought. Increasing the demand for milk through a 
school milk programme can also lead to an increase 

in prices on the local market. For the parties 
involved in a school milk programme, prices are 
set by a contract, which can stipulate a set price or 
follow market prices. In national programmes, it is 
common to have a set price per child per portion 
of milk, with no consideration of the differences 
in production costs in different locations. In some 
cases, school milk is paid for in full by the govern-
ment or donors; in others it is paid for by a mix of 
the government, donors, processors and parents 
(Kretschmer, Spinler and Van Wessenhove, 2013; 
Sumberg and Sabates-Wheeler, 2011); and in others 
the cost of milk is subsidized. The funding model 
influences the number of children receiving the 
milk and hence the demand for milk. If the milk 
is fully funded, the issue of financial sustainabil-
ity soon arises. On the other hand, if milk is only 
partly subsidized, and parents have to contribute, 
some families might not be able to afford it. 

Contracts are important when implementing a 
HGSF initiative. The details of the contract will 
depend on the requirements in terms of qual-
ity, packaging, frequency, amount, timing, prices, 
payment modalities (daily, weekly or monthly; 
up-front or transfers) and distribution. Contracts 
vary according to whether they are written or 
oral, their length, and the penalties imposed if a 
contract is not complied with. The contract speci-
fies the outcome if prices change. If the contract 
covers a long period with a fixed price, there 
may be negative or positive effects on farmers if 
prices change. The contract price can also follow 
market price fluctuations, using an average based 
on prices in the previous year or three months, 
which results in a fairer contract price (Sumberg 
and Sabates-Wheeler, 2011). Setting a fair price is 
important, as farmers and processers might sell to 
markets other than the school milk programme if 
they are more profitable.

Dependency on one market, which might occur 
when smallholder farmers are linked to school 
feeding programmes, can create vulnerability, 
especially if farmers depend on external finan-
cial and managerial support. Farmers, possibly 
through farmer organizations, might plan all their 
activities around this market and may struggle to 
find new outlets of the same size as the school 
market if they lose the school feeding contract. 
However, collaboration with schools might also 
give farmers experience that enables them to 
explore and take advantage of new and more 
distant markets, especially if larger quantities 
of milk are being collected than previously, as a 
result of new economies of scale. By participating 
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in inclusive value chains targeting school feeding 
programmes, smallholder farmers can increase 
their ability to enter more modern and commercial 
local, regional or global markets through increased 
experience and a larger asset base. The ultimate 
goal is for farmers to increase their production 
and enhance their knowledge and experience of 
markets from working in HGSF markets to ease 
the transition to other new markets. Schools need 
not be the only market that farmers supply, but 
they ensure predictable sales throughout the year, 
despite school holidays. 

A challenge that arises when involving small-
holders is that school feeding programmes often 
work only with registered commercial businesses 
and/or licensed producers, such as in Ghana, Kenya 
and Mali. The tenders can also be complicated and 
it can be difficult for smallholders to understand 
and compete with other larger-scale, more experi-
enced farmers and processors. Smallholders often 
operate in the informal economy without any 
registration or licence. This situation emphasizes 
the importance of focusing on the formation or 
strengthening of producer groups to meet formal 
requirements (Commandeur, 2013; Sumberg and 
Sabates-Wheeler, 2011). 

The financial sustainability of school milk pro-
grammes, and other development projects, is a 
constant challenge. The goal of the HGSF frame-
work is to facilitate more sustainable school feed-
ing programmes with governments taking over 
ownership from institutions such as WFP (WFP, 
2009). However, a major challenge in developing 
countries is obtaining finance from the govern-
ment. Financial collaboration and partnerships 
between different stakeholders are common, and 
also provide a way of avoiding dependency on one 
funding source. Funders range from governments, 
international organizations such as WFP, smaller 
NGOs, private-sector actors, milk processers and 
parents of the schoolchildren. Involving several 
stakeholders in funding reduces the risks if one 
funder pulls out, but may also complicate coor-
dination. Funding is usually for a limited period, 
and finding new funders at the local level is chal-
lenging. Limited dependency on external financial 
and managerial support is ideal, but often not 
realistic for developing country governments. In 
poor rural communities obtaining even a small 
contribution from parents can be challenging 
(Griffin, 2004).

Close collaboration among the various stake-
holders involved in the school milk value chain 
is important. Strong support from local govern-

ment and community participation from schools, 
parents, pupils, farmer groups and village leaders 
is important given their local knowledge of best 
implementation practices. However, this partici-
pation requires the development of a clear man-
agement structure that clearly defines specific 
roles, expectations and monitoring requirements. 
Complicated and bureaucratic procedures and 
potential corruption need to be avoided among 
collaborators. It is important to identify chal-
lenges quickly and know who is in charge of solv-
ing specific problems. The buyers, whether public 
or private, need to be interested, open and willing 
to spend time on understanding small-scale pro-
ducers and finding business practices that enable 
the participation of smallholders. Political will 
and policies that facilitate access for smallholder 
farmers and links to school feeding are vital. 
Public and/or private investment in areas such as 
infrastructure and human capital is also critical.

This section has presented important aspects 
that influence HGSF programmes, focusing on 
milk from small-scale producers. These aspects are 
summarized in Figure 2. 

3.4  lInkIng smAll-scAle dAIry 
fArmers to school mIlk 
progrAmmes

data collection
This research focuses on the integration of small-
scale dairy producers into school milk programmes 
in the United Republic of Tanzania. To understand 
the school milk environment and its stakeholders 
in the country, secondary data were collected from 
stakeholders in the enabling environment in Dar 
es Salaam. Policy-makers were also interviewed, 
including representatives of the Tanzania Dairy 
Board, the Tanzania Milk Processors Association, 
the World Food Programme (WFP), the Ministry 
of Livestock and Fisheries Development, and 
the district government of Mvomero, Morogoro. 
Visits and semi-structured interviews with actors 
in school milk programmes in Moshi and Njombe 
regions were also carried out.

The main aim was to carry out an in-depth 
study of Twawose Dairy Goat Farmers Asso-
ciation, which supplies drinking-yoghurt to two 
local primary schools. This farmer association is 
located in Mvomero district, Morogoro region in 
the United Republic of Tanzania, in an area often 
referred to as Mgeta.26 

26 For further details of the case study see Lie et al. 2012.
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The research followed an action research 
approach (Riisgaard et al., 2008) in which data 
were first collected during establishment of the 
school milk programme, from May to September 
2012, then from October 2013 to July 2014 and 
lastly during a short follow-up visit in January 
2015. Data were collected from observation, 
participation in meetings, focus group discus-
sions and key informant interviews. Focus group 
discussions involved dairy goat farmers who 
supply milk to the farmer association and those 
who do not. Separate discussions were held with 
the board of the association. Semi-structured 
interviews were conducted with local stakehold-
ers such as local government officers, teachers 
and school committee members. Observation 
of meetings with the different stakeholders and 
with parents of schoolchildren also contributed 
to the study.

To complement the primary data, records of 
milk collected and of milk and yoghurt sold to 
various markets, Twawose’s financial records, 
and records of the children receiving yoghurt 
from 2012 until the end of 2014 were collected 
and analysed.

school milk in the united republic  
of tanzania
The United Republic of Tanzania has several 
school feeding schemes in place, but no national 
school feeding programme. However, various 
ministries are working on the formulation of a 
National Food for Education Programme, with 
support from WFP and others and under the 
National Strategy for Growth and Reduction of 
Poverty (2010–2015). This programme focuses 
primarily on improving school attendance, reduc-
ing drop-out rates and increasing educational 
performance. Thirty-four percent of the country’s 
primary schools provide lunch and 27 percent 
receive food from communities and/or financial 
support from NGOs or the private sector. WFP 
supports 1 167 primary schools (7 percent of the 
total) and administers school feeding in five regions 
(Arusha, Manyara, Dodoma, Singida, Shinyanga), 
reaching about 600 000 students (WFP, 2012). 

Currently, 146 schools in five regions have 
school milk programmes funded by processors, 
international enterprises and other organizations. 
Schoolchildren receive processed milk, cultured 
milk (mtindi) or yoghurt at reduced prices (Tan-
zania Dairy Board, 2014). These programmes 

figurE 2
overview of important aspects to take into consideration when working with small-scale milk producers in 
home-grown school feeding programmes
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have various funding models with parents often 
contributing up to 50 percent for their children, 
while vulnerable children and orphans receiving 
larger price reductions or free milk. Milk is usually 
delivered between one and three times a week. 
In some schools, the school milk programme is a 
supplement to the school lunch programme. The 
Ministry of Livestock and Fisheries Development 
has put forward a proposal for establishing a 
national school milk feeding programme to the 
Prime Minister (MLFD, 2013). The programme 
envisaged programme will focus on smallholder 
milk producers, as well as medium-sized and large 
producers, to build the industry (MLFD, 2013; 
Tanzania Dairy Board, 2010). 

Funding is the main challenge, and is currently 
delaying the start-up of a school milk feeding 
programme in the United Republic of Tanzania. 
To avoid becoming dependent on one actor, the 
programme plans to divide funding among several 
stakeholders, such as central government, local 
government, dairy processors, development part-
ners and parents (MLFD, 2013). 

establishing a local school yoghurt 
programme
In Mgeta, farmers started keeping dairy goats in 
the late 1980s as a way of improving commu-
nity nutrition as no milk was available in the area. 
Another aim was to increase income through sales 
of goat milk and meat, and improve vegetable pro-
duction through the use of goat manure.27 Owing 
to the mountainous landscape (with altitudes of 
about 1 700 m above sea level), farmers in this 
area do not keep cattle and have limited access to 
land other than small scattered plots (Eik et al., 
2008; Lie et al., 2012). The number of dairy goat 
owners grew from 10 farmers owning a total of 
58 dairy goats in 1990, to 249 farmers with 1 040 
dairy goats in 2007. In 2014, 428 farmers owned a 
total of 1 982 dairy goats, acquired through local 

27 Norwegian dairy goats were introduced by the Nor-
wegian University of Agriculture and Sokoine Univer-
sity of Agriculture in the United Republic of Tanzania. 
Research projects related to dairy goats have been car-
ried out since the late 1980s. The project discussed here, 
on “Up Scaling of Pro-Poor Innovative Dairy Goat 
Technologies for Improved Livelihood Security and 
Human Capacity in Selected Highland Areas”, is part of 
the larger “Enhancing Pro-poor Innovations in Natural 
Resources and Agricultural Value Chains” (EPINAV) 
research programme (2011–2014).

breeding and sales.28 On average, dairy goat farm-
ers in Mgeta keep four to five dairy goats each and 
have a diverse livelihood strategy, with dairy goat 
keeping being an important supplement to semi-
subsistence farming. 

The large increase in dairy goats over the years 
has created an excess supply of milk. The focus 
of milk production has moved from purely home 
consumption, through sales to neighbours to sup-
plying the local dairy goat association, Twawose, 
with drinking-yoghurt to sell at local markets. 
Twawose, was established in the early 1990s to 
support farmers with goats by improving access to 
breeding, supplementary feeds, medicines, veteri-
nary services and training in goat husbandry, and 
coordinating sales of live goats. The association 
was formally registered in 2010, and currently has 
64 members. Twawose started the local processing 
of drinking-yoghurt in early 2010 as a means of 
adding value and increasing the shelf-life of milk 
to supply the local market twice a week. 

Owing to the continuous excess supply of milk, 
restrictions on milk collection and the increasing 
production capacity for yoghurt, the farmer asso-
ciation looked into new market options. However, 
reaching markets outside the village has proved to 
be challenging for reasons that include poor infra-
structure, lack of business skills, and limited access 
to information and investment (for further details 
see Lie et al., 2012). With an estimated 750 litres 
of milk available for collection every day, and 
many farmers interested in supplying the associa-
tion more frequently, there is great potential for 
increasing the production of drinking-yoghurt 
and processed milk.

Supplying drinking-yoghurt to schools was 
identified as an option for improving nutrition 
among schoolchildren, and possibly enhancing 
school attendance, while at the same time creating 
demand for goat yoghurt. With support from 
Norwegian donors, a school yoghurt project 
was established led by the farmer association.29 
Twawose did not have to deal with a complicated 
tendering process because it is the only supplier 
of dairy products in Mgeta, and one of the project 
founders. The donors subsidize 50 percent of 

28 Data from EPINAV goat survey conducted in January 
2014.

29 The author of this paper was involved in establishing 
the school yoghurt programme through a small action 
research project while working at Sokoine University of 
Agriculture from September 2011 to September 2012.
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costs of the yoghurt; the remaining 50 percent is 
paid by parents, and distribution costs are paid by 
Twawose. The children and teachers each receive a 
250 ml sachet of yoghurt once a week. The regular 
price for a sachet of yoghurt is Tsh 500.30

The Mgeta school milk programme has given 
children access to a healthy dairy product. Teach-
ers at the two schools participating in the pro-
gramme report that on the days when yoghurt is 
distributed, school attendance is higher and the 
children who drink yoghurt have more energy 
and participate more in class; hence the teachers 
believe that the children learn more. 

the potential for increasing yoghurt 
production by supplying local schools
Collaboration: The programme was developed 
through strong collaboration among village lead-
ers, local government, teachers, the school com-
mittee and donors. The school yoghurt programme 
started in May 2012, with drinking-yoghurt first 
supplied to children at Nyandira primary school 
in July 2012. This school has about 700 chil-
dren. The second school, Tchenzema primary 
school, joined in February 2014 and has about 400 
children. During start-up, donors committed to 
supporting the project for an initial period of one 
year, with no future timeline. However, support 
has continued based on discussions with actors in 
the project. 

When the project began, a contract was signed 
between the suppliers of drinking-yoghurt, Twa-
wose, and Nyandira primary school. The contract 
established delivery days, quantities, a fixed price 
and the timing of deliveries. It was agreed that 
yoghurt would be supplied once a week to the 
school, at 10 am because most children do not 
eat breakfast. The agreement also stated that 
parents have to pay in advance for a minimum 
of one month, at Tsh 1 000 per month. Teachers 
are in charge of collecting payments and keeping 
records of every time that yoghurt is distributed 
to the children. Twawose is then paid each month 
by donors, based on the amount supplied. The 
programme is managed by a school yoghurt pro-
gramme committee with members from the school 
and the cooperative and a donor representative.

Challenges have been reported in the col-
laboration and coordination of the programme. 
The main challenge is in accurate recordkeeping 

30 TSh 1 000 = US$0.60 (November 2014).

of the numbers of children receiving yoghurt and 
dealing with children’s absences from school on 
the days when yoghurt is distributed. Related 
to this challenge, it was reported that donors 
paid late as complete records were not provided. 
Other challenges included teachers not always 
having time to collect payments for yoghurt, 
and the need to appoint substitutes to collect 
money in the absence of teachers. Schools have 
insufficient numbers of teachers, with as few as 
four teachers in a school of about 700 students, 
resulting in high pressure on teachers in schools 
with limited resources. An incentive that was put 
in place to encourage teachers to become involved 
was allowing them to purchase drinking-yoghurt 
at a subsidized price, an opportunity that all the 
teachers make use of. It is also important to have 
healthy teachers with energy to teach, especially 
given the limited resources and large number of 
children per teacher. 

The enabling environment for the Mgeta 
school yoghurt programme could be improved. 
The programme could benefit from the pres-
ence of a programme worker to support and 
advise all actors in the programme and ensure 
transparency, regular follow-ups, evaluations, 
good communication flows, recordkeeping and 
information about milk for the general commu-
nity. Such a person has sometimes been present, 
but not regularly. Closer collaboration with 
the district government, and not only the local 
village government, could also be beneficial in 
enabling the sharing of experience and facilitating 
participation in ongoing and upcoming school 
milk or general school feeding programmes. 

Stable and predictable demand. Since mid-2012, 
the new demand for yoghurt from schools has 
enabled Twawose to increase the annual amount 
of milk collected. The school market amounted to 
11 percent of the total market for yoghurt in 2013. 
In 2014, this figure increased to 21 percent because 
of the increase in schools served, from one to two. 
The school yoghurt programme demands yoghurt 
only eight months a year. In those eight months, 
schools’ average shares in the market for yoghurt 
were 20 percent in 2013 and 34 percent in 2014. 
These figures do not include yoghurt provided to 
schools for special events such as World School 
Milk Day, which was celebrated in both years by 
distributing free drinking-yoghurt to the children. 
Events such as free distributions to parents and 
children when the programme starts, at parents’ 
meetings or when school resumes after a long 
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break are also not included in the calculation, but 
they add to the annual market share.

In 2014, only up to 30 percent of the children at 
the two schools participated in the school yoghurt 
programme. This was because of low purchasing 
power and the low priority that parents gave to 
paying for school yoghurt. This shows that there 
is further potential for increasing the demand for 
yoghurt if the number of participating children 
increases. Several parents would like the yoghurt to 
be supplied to their children more than once a week 
– another source of a potential increase in sales.

During the school vacations in June, July and 
most of December, Twawose loses its school 
market and there is little demand from local 
market customers. However, this is not the high 
season for milk production, which is February 
and March, with the low season in June to August, 
during the school holidays. During the high season 
for milk production, schools are open and offer a 
stable weekly market. Parents also typically have 
more money from October to February as this 
is the high agricultural season with larger flows 
of money, which can be used to buy yoghurt for 
children at school. The number of children par-
ticipating in the programme varies during the year 
based on the purchasing power in the village and 
how soon the programme starts up after school 
holidays. Most of the low season for vegetable 
production coincides with that for milk, running 
from approximately May to July. During 2011 
and 2012, before the school yoghurt programme 
started, there were some weeks and months when 
Twawose did not process any yoghurt because 
of low purchasing power, and thus low demand, 
in the village during the low season for vegetable 
production. Selling to schools enables Twawose 
to process yoghurt during difficult months of the 
year, and provides dairy goat farmers with a more 
stable market for their milk, hence increasing 
their incomes. 

Dairy goat farmers in Mgeta would like to sup-
ply Twawose on all the days on which they have 
goat milk, to secure a stable income. Supplying 
Twawose enables farmers to save money by being 
paid monthly. However, the supply of milk exceeds 
the demand, despite the increase in demand from 
schools, and Twawose has to restrict the supply 
of milk to set amounts a few days per week. The 
average number of farmers supplying Twawose 
per month went up from 10 in 2010 to 19 in 2013. 
The school yoghurt programme contributes to an 
increase in milk collection, but the increase is not 
enough to enable collection and use of all the milk 

of the 64 association members every day, forcing 
Twawose to continue restricting supply.

Requirements: The quality of the milk is a non-
negotiable standard for school feeding programmes 
and for sales of products anywhere. To begin with, 
Twawose distributed yoghurt in cups to the stu-
dents at school, owing to a lack of other packaging 
material. In October 2013, the association finally 
obtained sachets for the yoghurt, which eased 
the distribution and improved the quality of the 
drinking-yoghurt. Despite this quality improve-
ment, the quality of Twawose’s drinking-yoghurt 
has been reported as fluctuating in terms of 
thickness and sweetness, and the yoghurt some-
times develops gas, causing the sachets to expand 
and probably a result of insufficient cooling. 
Until electricity was installed in November 2014, 
Twawose relied on a very dysfunctional solar 
system and generator to seal the sachets. Access 
to electricity will lead to more stable quality and 
increased shelf-life. To improve quality further, 
better routines are needed to ensure consistent 
production practices that guarantee, for example, 
an even degree of sweetness.

The agreement between the school and Twa-
wose set the price for the drinking-yoghurt, which 
is the same as the market price. The price for goat 
yoghurt has been constant since the inception of 
the school yoghurt programme. No discount is 
given for large orders. The price is also constant 
at the local market, with few variations in neigh-
bouring villages. There is no variation in the price 
of yoghurt during the year, but the milk price can 
vary slightly at the local market. 

The contract also established and codified a 
specific day and time of delivery of the drinking-
yoghurt, making deliveries predictable for the 
children, the school and Twawose. At Tchenzema 
Primary School, drinking-yoghurt was always 
delivered on Wednesday. A challenge that arose 
was that not enough children were participating in 
the programme to justify the costs of transporting 
the yoghurt by motorbike to the school, leading 
to losses. By increasing the number of children 
participating in the school yoghurt programme, 
and possibly by also supplying other schools, this 
can be avoided. Twawose later calculated that a 
minimum of 80 students need to participate in the 
programme to justify transportation costs, and 80 
was set as the minimum number of participants 
for a school to receive yoghurt. Several schools in 
nearby villages are interested in the programme. 
Funding is available for this expansion, but because 
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of the low numbers of parents able or willing 
to pay their share in advance, and the recording 
and communication challenges, additional schools 
have not yet been added.

Coordination of supply: Twawose has the capacity 
to supply drinking-yoghurt to the two schools 
currently participating in the programme at the 
current level of student enrolment. Ideally, all the 
students should drink yoghurt, but because of low 
purchasing power, even with a 50-percent reduc-
tion in price, not all students do. Despite a yearly 
average of only 50 litres of drinking-yoghurt per 
week to the two schools supplied on different 
days, Twawose sometimes faced challenges in 
delivering the full consignment to the designated 
school in one day. This problem is not related to 
milk availability in the area – which is an estimated 
average of 750 litres per day in the four villages, 
excluding seasonal variations – but is caused by 
poor coordination of supply from farmers, weak 
association management, and the seasonality of 
milk production and yoghurt demand. 

When collaborating with farmer associations 
that coordinate supply it is important to support 
association development in terms of business skills 
to ensure the best coordination possible. Dairy 
goat farmers in Mgeta want to supply Twawose 
every day rather than on an average of two days 
a week. Twawose has had a very unstable demand 
for yoghurt and has therefore tried out various 
ways of limiting the milk supply, resulting in 
confused farmers who did not want to risk walk-
ing to the collection centre and having their milk 
rejected, possibly losing other potential customers 
among their neighbours and other people at the 
market. Another challenge has been that farmers 
who are not members of the association have been 
allowed to supply Twawose. The main solutions 
to this coordination challenge is to allow only 
members to supply milk to Twawose, and to 
spend time on building a strong association that 
offers good benefits to its members. Building 
a strong association has been challenging, with 
board members changing at biannual elections, 
resulting in a membership with various degrees 
of commitment and skill sets. The board runs the 
association, including its medicine shop and milk 
processing centre. 

A persisting challenge has been poor financial 
management resulting from the rotation of this 
responsibility among board members, and some 
members not having the necessary expertise to 
calculate profits accurately. Another challenge 

emerged when the newly elected board includ-
ed only one member with previous experience 
and knowledge of the work of the association. 
Attempts were made to solve this problem by 
making a former board member the manager, but 
he was not paid enough to constitute a full-time 
job so his private income-generating activities 
were sometimes prioritized at the expense of his 
work for the association, such as in yoghurt pro-
duction and distribution. The amount and type of 
work required versus the allowance paid are not 
always consistent, sometimes leading to jealousy 
among other members. 

There is need for an experienced manager 
to run the yoghurt production business, ensure 
good financial management and product develop-
ment, and coordinate marketing and promotion to 
increase knowledge on the importance of milk and 
dairy products in people’s diets. This investment 
could lead to a more successful association overall, 
and possibly also to an increase in the supply of 
milk and the demand for yoghurt at schools in the 
area, ultimately increasing the chances of penetrat-
ing additional new markets.

For a small-scale producer association, it is 
challenging to make a large increase in supply as 
such an increase involves high risks arising from 
the many uncertainties related to supply, quality, 
demand, poor infrastructure, etc. For Twawose, 
penetrating the market in the nearby town, with 
its competing dairy products and the increased 
distances, high costs of transportation and risk 
of losing quality, combined with the unknown 
demand, is risky. Twawose cannot afford to make 
a loss if it collects more milk than it is able to 
sell, or if transportation costs cannot be covered 
by sales, even for a short start-up period when 
penetrating the market. Twawose lacks the neces-
sary business skills to make a marketing plan, 
minimize risks and attract investment. Investment 
in hiring an experienced manager could be highly 
beneficial, as could improvements in cooling and 
storage capacity to ensure higher-quality sachets. 
Investing in a motorcycle or car for distributing 
and sometimes collecting products could also lead 
to significant improvements.

Although supplying schools with drinking-
yoghurt does not allow Twawose to open up to 
all farmers and enable them to supply milk every 
day, it increases the weekly amount of yoghurt 
processed and provides members with valuable 
experience in coordination, production, distribu-
tion and management of the association. Combin-
ing the school yoghurt programme with entering 
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new markets lowers some of the risk by providing 
Twawose with a stable income each week.

Sustainability and dependency: Twawose reported 
that the school yoghurt programme helps it to 
ensure yoghurt production throughout the year, 
if milk is available. In this regard, Twawose is 
dependent on supplying the schools with drink-
ing-yoghurt. Without the school market, it would 
experience limited demand for yoghurt more 
often. The low prices acquired for vegetables 
in the previous high season lowered both the 
demand for yoghurt at the local market and the 
number of children drinking yoghurt because of 
reduced incomes among parents at a time when 
farm-led household incomes are usually at their 
highest. The motivation to continue supplying 
schools with drinking-yoghurt is therefore high. 
However, continuation of the project depends 
on the number of parents paying for yoghurt 
for their children. As receiving yoghurt is based 
on parents’ ability to pay 50 percent of the price 
of the yoghurt for their child/children, not all 
children are able to participate in the programme, 
although full student participation was the origi-
nal goal. On the other hand, providing all children 
with free yoghurt would result in a financially 
unsustainable programme, and experience shows 
that such programmes tend to collapse as soon as 
their funding stops. 

By not being 100-percent donor-dependent, 
the programme ensures more financial sustain-
ability and encourages strong participation from 
the community, including from parents. In Mgeta, 
some parents are very committed, but many do not 
pay for their children to receive milk once a week. 
There are several reasons for this. Working in poor 
rural areas where income follows the agricultural 
seasons creates challenges in terms of purchasing 
power. While some families just cannot afford to 
pay, others can only afford yoghurt for their child/
children in some months of the year. However, 
the school yoghurt programme committee insists 
that most parents could afford to pay Tsh 1 000 
a month, but that they prioritize their spending 
elsewhere. One solution to this challenges would 
be to spend more time on sensitizing parents and 
children on the importance of milk. In Mgeta, 
there have been several milk promotion events at 
school where both parents and children received 
free drinking-yoghurt. These campaigns resulted 
in an increased number of children participating 
for a while, but slowly the numbers went down 
again, emphasizing the need for regular sensitiza-

tion and a strong presence and support from the 
programme committee. However, the milk drink-
ing culture is catching on among some children, 
and several children now choose to buy a sachet of 
yoghurt at the Twawose building using their own 
pocket money, while previously they would rather 
have used the money to buy less healthy food such 
as mandazi (fried buns) and soda.

The low participation rate in the school yoghurt 
programme creates an ethical dilemma, as some 
children may never be able to afford the yoghurt. 
To deal with this issue, another school milk pro-
gramme in Njombe offers a larger price reduction 
to particularly vulnerable children. This system was 
introduced in Mgeta in 2013, but came to a halt in 
the middle of the process of identifying vulnerable 
children. Several reasons were given for this halt, 
including continued insistence that the lack of 
participation was not due to lack of income, but 
rather to lack of prioritization. Other reasons were 
the disproportionately high number of children 
classified as vulnerable compared with children 
actually receiving yoghurt at the time; the need to 
decide the criteria to use in defining a vulnerable 
child and reflect the fact that vulnerability is not 
static but can change during the year makes selec-
tion difficult. Another issue considered was that 
of families with many children attending school. 
Should these families get discounts to minimize dis-
crimination within families? If all of these aspects 
were taken into account, record-keeping would 
become more complicated, adding to the already 
significant challenges of record-keeping. Discus-
sions among stakeholders resulted in a continued 
focus on sensitization on the importance of milk 
by association members, teachers, parents and the 
children themselves. Unfortunately, this led to only 
temporary increases, with participation reaching 
nowhere near 100 percent. Increasing the price 
subsidy for all children might help. According to 
the United Nations declaration of human rights, 
all children have equal rights to food, and therefore 
should have equal access to milk in a school milk 
programme. Unfortunately, however, this universal 
access is not achieved in Mgeta, and further work is 
needed to address this issue properly. 

There is not yet a nationally funded school 
feeding or school milk programme in the United 
Republic of Tanzania. However, all schools are 
supposed to provide food for their students. This 
provision is usually arranged through parents 
contributing maize, beans and money for oil, salt 
and/or a cook, or personally assisting in cook-
ing. However, none of these are being provided 
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in Mgeta. One way of avoiding dependency on 
external funding and parents’ contributions is to 
produce food, including milk, at the school. The 
milk produced at school can either be provided 
to students who cannot afford to pay for school 
milk, or be added to porridge or other cooked 
meals. Two schools in Mgeta produce their own 
food, including goat milk, and cook lunch them-
selves. This ensures food for all the children, but 
not on every day of the year because of produc-
tion shortfalls. Producing milk at school could be 
introduced as an addition to the school yoghurt 
programme in Mgeta to ensure that children who 
might never be able to pay for milk can still receive 
it. However, this would require land, investment 
and strong commitment from teachers, schoolchil-
dren and parents to be implemented successfully. 

Financially sustainable school feeding pro-
grammes, including school milk programmes, 
are challenging and no single solution is cur-
rently available to ensure that all children have 
equal access. Some degree of financial sustain-
ability might be secured through diversifying 
the sources of funding, so that if one stops 
contributing, finding a substitute is not impos-
sible. However, developing a model that ensures 
that all children at all times have equal access to 
school milk is challenging. 

3.5 concludIng remArks
The modified version of the HGSF framework 
described in this paper incorporates milk as a 
product and small-scale milk producers as suppli-
ers. The paper gives a detailed overview of aspects 
that have to be considered when incorporating 
small-scale dairy producers into HGSF, giving the 
practical example of the Mgeta school yoghurt 
programme in the Morogoro region of the United 
Republic of Tanzania. 

The Mgeta school yoghurt programme has 
provided the local dairy goat association, Twa-
wose, with an accessible, more predictable and 
stable local market, which is one of the main 
goals of the HGSF approach. This more stable 
market reduces uncertainties for the association, 
and creates opportunities to make longer-term 
plans regarding strategies and investment. There is 
an increase in demand for drinking-yoghurt, and 
the potential for further significant increases. The 
school market has provided Twawose with invalu-
able experience in supplying large amounts of milk 
according to agreed conditions, without having to 
deal with the threat of competitors, enabling the 
association to reach additional markets. In addi-

tion to developing Twawose’s dairy production, 
and hence the dairy sector in Mgeta and the Moro-
goro region, the school market also contributes to 
building a milk drinking culture that positively 
influences future milk demand. However, like 
most smallholders, small-scale dairy farmers in 
Mgeta face challenges such as poor infrastructure, 
limited business knowledge and lack of access 
to investment, making it difficult for Twawose 
to supply the schools adequately. However, the 
greatest challenge is in guaranteeing the inclusion 
of all children in the school milk programme. 
Finding a funding model that ensures this inclu-
sion, while at the same time being financially 
sustainable, is the “million-dollar question”. 

The case also exemplifies how being open to 
the use of different types of milk in an HGSF 
programme can be important in enabling remote, 
rural areas to benefit from such programmes, in 
terms of offering both improved nutrition for 
children and stable and predictable income for 
small-scale milk producers. Keeping dairy goats 
and using goat milk for school milk programmes 
is a viable option in areas that have difficulties in 
keeping dairy cows because of the natural environ-
ment and/or the socio-economic situation, such as 
in Mgeta in the United Republic of Tanzania. The 
type of milk product and programme modality to 
use should be assessed and decided locally. 

If the Tanzanian Government or other stake-
holders proceed with implementing a school milk 
programme it will be important to include small-
scale milk producers in remote rural areas where 
there is often the greatest need for increased 
income and nutrition. This inclusion necessitates 
working with micro- and small dairy processors 
and supporting them in becoming more profes-
sional commercial dairies. Working with small-
holder farmers, associations and small businesses 
in remote areas requires close follow-up from 
programme implementers, and strong commit-
ment and participation from the community is 
vital when starting up the programme. Attention 
also needs to be given to each node in the school 
milk value chain, including by ensuring access, 
inputs and production needs, training and an 
enabling environment for farmers, coordination 
of farmers, improved processing and other infra-
structure, and – not least – market development. 
Political will is vital, as are policies that facilitate 
access and links to school feeding schemes for 
smallholder farmers, with coordination between 
the public and private sector across national, 
regional and local sectoral programmes focusing 
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on agriculture, including for livestock, nutrition, 
business and infrastructure development. Sup-
porting HGSF programmes that include milk can 
be a good investment for achieving stable and 
increased income for milk producers, improved 
nutrition for children and, in the long term, 
greater demand for dairy products, leading to 
development of the dairy sector, employment 
creation and general local economic development. 

Continued research into and case studies on 
small and large HGSF programmes run by various 

actors, in different settings, at different scales and 
focusing on a variety of foods, is important to 
learning from both mistakes and good practices 
and to further developing the HGSF approach, 
including through both expansion and up-scaling. 
Particular attention should be paid to the benefits 
and challenges that smallholder producers face 
when participating in an HGSF scheme and to 
how smallholders are best supported along the 
value chain in different natural and socio-econom-
ic environments.
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Abstract
Smallholder farmers are the major food producers 
in most of the developing world, but their capac-
ity to engage with institutional buyers is limited 
by their inability to access production inputs, 
market information, credit and appropriate tech-
nology, and to meet the needs of downstream 
customers. Through the formation of collabora-
tive marketing groups, smallholder farmers are 
able not only to gain access to the resources that 
they need to engage meaningfully with insti-
tutional buyers, but also to deliver the desired 
quantities and quality of products, reliably and 
consistently. Building on almost two decades of 
experience in Asia, the key success factors in both 
establishing and sustaining collaborative market-
ing groups can be summarized as: i) the provision 
of some comparative advantage; ii) an element of 
trust and social capital; iii) appropriate planning; 
iv) rules and sanctions; v) commitment; vi) strong 
leadership; vii) multiple markets; and viii) strong 
institutional support.

Keywords: collaborative marketing groups, clus-
ters, trust, social capital, commitment, leadership

4.1 IntroductIon
As the global population continues to expand at 
the rate of 228 000 people per day (Population 
Institute, no date), the capacity of the world to 
provide adequate food, water and energy is being 
questioned. By 2050, the United Nations estimates 
that global food production will need to increase 
by 70 percent to feed the additional 2.3 billion peo-
ple (UN, 2013). While the majority of this popula-
tion growth will occur in the developing countries 
of Asia and sub-Saharan Africa, with increasing 
personal disposable incomes, the demand for food 
is anticipated to move towards more resource-
intensive agricultural products including dairy 

and livestock, oils and fresh fruit and vegetables 
(Gehlhar and Regmi, 2005). 

On the supply side, greater urbanization is 
expected to put more pressure on food producers 
to meet the anticipated demand. Not only will 
there be more competition for land and water, 
but greater numbers of people will be lured away 
from rural areas to work in the burgeoning urban 
conurbations. By 2050, 70 percent of the world’s 
population will reside in cities (UN, 2013). 

To meet the increased demand, it is widely 
acknowledged that agricultural productivity 
will need to improve. In much of the devel-
oped world, after decades of intensive farming 
practices, any additional gains in productivity 
are expected to come at a significant cost, to 
both producers and the environment. How-
ever, among the 1.3 billion smallholder farmers 
(World Bank, 2007), most of whom reside in the 
developing countries, significant improvements 
in yields are expected to arise from the more 
widespread adoption of improved technology. 

Despite the opportunities, the high cost of 
and limited access to inputs, limited access to 
output markets, poor infrastructure, price insta-
bility and issues associated with land tenure 
discourage smallholder farmers from adopting 
new innovations (IFPRI, 2013). Furthermore, 
there is increasing recognition that to facilitate 
adoption, smallholder farmers must be linked to 
markets (World Bank 2007; FAO, 2009, Bernard 
et al., 2010). Improving access to markets builds 
confidence (World Bank, 2007) and reduces risks 
(FAO, 2007). Viatte et al. (FAO, 2009) suggest 
that facilitating market linkages should receive as 
much attention as enhancing production. 

With downstream customers becoming more 
demanding of quality, food safety and conveni-
ence, Shepherd (FAO, 2007) identifies a number 
of alternative routes to market. Murray-Prior et al. 
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(2004) describe two parallel and complementary 
supply chains by which smallholder farmers can 
enter the market: the value-driven chain and the 
price-driven chain. Irrespective of the mode cho-
sen, if smallholder farmers are to engage meaning-
fully with downstream customers, there is a need 
for the farmers to collaborate. It is only through 
collective action that smallholder farmers can offer 
buyers sufficient quantities of products of the 
desired quality, reliably and consistently. 

4.2 the benefIts of  
collectIve ActIon

At the farm level, collective marketing action by 
farmers has operated with varying degrees of suc-
cess in the input market, the output market, or both. 
Bernard et al. (2010) describe how collective action 
has reappeared on the international development 
agenda as a means of linking smallholder farmers 
to markets, increasing agricultural productivity 
and, ultimately, reducing rural poverty. O’Connor 
(2004) identifies three primary motivations for col-
lective action: i) increased bargaining power, with 
consolidation at the farm level enabling small-
holder producers to overcome problems associated 
with transport, storage, asymmetric information 
and – perhaps most important – increasing con-
solidation in both the upstream and downstream 
markets, to negotiate more favourable prices with 
input suppliers and institutional buyers; ii) an 
opportunity to engage in downstream processing 
or to capture a greater share of added value; and 
iii) an opportunity to capture some of the ben-
efits derived from operating under a cooperative 
structure, as in most countries cooperatives benefit 
from exemptions under competition law and more 
favourable taxation arrangements.

In input markets, collective action has enabled 
group members to bargain for better terms of 
trade, to manage the procurement and distribu-
tion of inputs better, and increasingly – as fund-
ing to most government rural development and 
extension programmes is reduced – to gain access 
to improved farming technologies (Bernard et al., 
2010). However, one of the most significant bene-
fits of collective action is access to working capital 
(Batt et al., 2011a). With no collateral, smallholder 
farmers acting independently are unable to secure 
personal loans. Through collective action, espe-
cially when the group is linked to a downstream 
buyer, microfinanciers are able to spread the risk 
by advancing a group loan whereby each member 
of the group becomes in part responsible for the 
other members’ loans. In other instances, group 

members may agree among themselves to deposit 
a proportion of their sales revenue into a revolv-
ing fund to which they have access for purchasing 
production inputs or meeting unforeseen house-
hold expenses.

In output markets, collective action provides 
economies of scale in transport and logistics, 
improved access to market information, and – 
perhaps most important – greater ability to service 
the needs of downstream customers through the 
provision of the desired quantities and range of 
good-quality products that meet prescribed quality 
standards, reliably and consistently (Bernard et al., 
2010; FAO, 2007). Economies of scale are also pre-
sent in facilitating the adoption of quality assurance 
systems and seeking formal recognition as a busi-
ness, both of which are prerequisites to engaging 
with institutional buyers (Batt et al., 2011a). 

While aggregation and consolidation at the farm 
level may improve opportunities for negotiating 
better prices, this is not always the case. In the 
wholesale markets, product prices are determined 
primarily by supply and demand (Folley, 1973). As 
both the quantity and the quality of the produce 
offered for sale are highly variable, depending on 
the weather and the seasonality of supply, there is 
no guarantee that higher prices will be achieved 
(Batt, 2006b). Nevertheless, farmers who par-
ticipate in collaborative marketing groups report 
that they have a much better understanding of 
market dynamics, the roles and functions of vari-
ous market intermediaries, and what they need to 
do to satisfy their downstream buyers’ demands 
(Batt et al., 2011a). Not only does this collective 
action result in greater ability to negotiate with 
downstream buyers and develop vastly improved 
relationships with far greater trust, but farmers 
also feel that they are more empowered because 
they are able to apply the skills learned in transact-
ing with the focal customer to new markets and to 
negotiate with new buyers.

Collective action not only benefits individual 
households, but it can also benefit the community. 
When the members of a collective group have 
an assured market for their product, smallholder 
farmers usually increase the area planted, with a 
commensurate increase in the demand for labour 
associated with cultivation, planting, harvesting 
and sorting (Batt et al., 2011a). Other entrepre-
neurs within the community may gain employ-
ment by facilitating the transport of the produce. 

At the community level, collective action can 
bring the community closer together (Batt et  al., 
2011a). Through collective action, individual 
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households are able to achieve more than when 
they act independently. A strong rural community 
often attracts financial support from other sources, 
including international development agencies, 
which can result in significant public investments 
in infrastructure, including sanitation and water 
supply, packing sheds and equipment. For more 
established groups, funds are often provided to 
pay the salaries of both full- and part-time staff 
and/or to provide a vehicle. Strong communities 
are also able to exert more political influence to 
improve or enhance the enabling environment 
by strengthening property rights and improving 
roads, market infrastructure and telecommunica-
tion networks (World Bank, 2007; IFPRI, 2013). 

4.3 collectIve group fAIlure
Despite the many benefits of collective action at 
the individual, household and community levels, 
history shows that the majority of collaborative 
marketing groups fail. Lele (1981) suggests that 
the reasons for failure can be attributed to a lack 
of understanding of the constraints smallholder 
farmers face (small-scale production, high levels 
of illiteracy, low levels of human capital, ill health, 
low social and political status, and poverty); insuf-
ficient emphasis on the internal prerequisites of 
leadership, management experience and technical 
expertise; and the lack of external prerequisites 
in the form of physical infrastructure, market 
information, regulatory institutions, technology, 
and pricing policies for commodities and capital.

Cook (1995) describes five fundamental internal 
weaknesses in the cooperative model: 

1.  The free-rider problem. Free-riders are mem-
bers of the community who endeavour to 
make use of the services delivered by the 
group without having made a fair or equi-
table contribution. A common example of a 
free-rider is a farmer who supplies product 
to the group when demand is low, prices are 
low or farmers have surpluses, while sell-
ing to a market intermediary who offers the 
highest price at other times. Such behaviour 
reflects a lack of commitment (FAO, 2007). 
However, the free-rider problem also emerg-
es over time. In the early stages of any group 
formation, considerable time and effort is 
required and, with few economies of scale, 
the prices received are often lower than what 
the market is currently offering. Farmers 
who decide to join the group later are able 
to benefit from these investments without 
contributing to them. 

2.  The horizon problem: Often related to the 
free-rider problem, the horizon problem 
reflects the reluctance of group members 
to invest sufficient capital in the group. 
As there is often a delay between when 
the produce is received and when it is 
subsequently sold, the shortage of capital 
makes it impossible for the group to pay 
farmers on receipt of their produce. If the 
group cannot offer a price that is at least 
comparable to that offered by other market 
intermediaries, it is unlikely to attract suf-
ficient product to achieve any meaningful 
economies of scale. Furthermore, farmers 
who retire, sell their farms or leave the 
community are unable to withdraw the 
capital they have already contributed. 

3.  The portfolio problem: In any collaborative 
marketing group, different members will 
have different attitudes to risk. The more 
risk-averse members may want to invest 
only to the extent necessary to find a market 
for their produce, whereas other members 
may wish to invest more so that the group 
can pursue alternative business opportunities 
(O’Connor, 2004). 

4.  The control problem is perhaps one of the 
most significant impediments because it 
operates at multiple levels. Most collabora-
tive marketing groups operate under the 
democratic principle of “one person, one 
vote”, but this ignores the scale of the dif-
ferent contributions members may either 
choose to make or be able to make. Farmers 
who supply larger volumes of produce and 
therefore have a greater stake in the group 
often believe that they should have more say 
in the day-to-day management of the group 
(O’Connor, 2004). As Bernard et al. (2010) 
report, collective action is not without costs, 
as the time and effort needed to govern and 
manage a collective group are significant. 
Moreover, these costs can increase dispro-
portionately as the membership increases, 
depending on the volume and the qual-
ity of the product submitted by individual 
members. Without clear guidelines, quality 
control can often be left to an individual’s 
discretion, which can result in allegations of 
favouritism. Expansion not only increases 
the size of the collective organization, but 
it can also increase the heterogeneity of the 
membership’s interests, raising coordination 
costs. Where consensus is necessary, reaching 



Enabling more inclusive and efficient food and agricultural systems in Africa48

trade policies. Important enablers include financial 
services, research and development, and standards 
and regulations. Useful enablers include ease of 
doing business, business linkages and business 
development services. More recently, Konig, da 
Silva and Mhlanga (FAO, 2013) identified the need 
for efficient land markets and land tenure systems; 
access to appropriate rural and agricultural finance 
and risk management products; specific regulatory 
provisions, consistent trade policies and access 
to global markets; availability of skilled human 
resources, improved technologies and adequate 
infrastructural facilities and utilities (particularly 
rural roads and storage facilities); and the capacity 
to comply with international food quality and 
safety standards.

Even where it is possible to mitigate these 
impediments, Bernard et al. (2010) report that weak 
economic incentives, imperfect markets, excessive 
state intervention and elite capture remain. In the 
absence of appropriate risk management strate-
gies, atypical and extreme weather events may 
threaten to undermine collaborative marketing 
efforts, directly or indirectly, through the increas-
ing incidence of pest and disease infestation. 

4.4 success fActors
Building on the literature and almost two decades 
of rural development experience in Asia, the key 
success factors in both establishing and sustaining 
collaborative marketing groups can be summa-
rized as follows. 

comparative advantage
Historically, smallholder farmers have formed 
collaborative marketing groups for three main 
reasons: i) to increase bargaining power; ii) to 
enhance the efficiency of production, processing 
and marketing activities; and iii) in response to 
government policy (Murray-Prior, 2007). While 
collaborative marketing groups may provide an 
advantage when smallholder farmers face monop-
sony or oligopsony situations and where there 
are substantial economies of scale associated with 
downstream processing or value adding, collective 
action solely for the purpose of obtaining access 
to government grants is generally non-sustainable.

Irrespective of whether the farmers’ produce is 
destined for processing, the food service market 
or the modern retail market, industrial purchasing 
theory suggests that buyers will purchase from 
the suppliers who are best able to deliver a range 
of products of consistent quality, reliably and 
at a competitive price (Batt, 2008b). Collective 

a decision in large and heterogeneous groups 
can become very costly. Many collabora-
tive marketing groups struggle to balance 
community norms of social inclusiveness 
and solidarity against business norms of 
professionalism and competitiveness. Fur-
thermore, having made a decision, holding 
management accountable to the members 
often emerges as a major impediment, par-
ticularly in developing economies (Murray-
Prior, 2007). Not only does the management 
team often lack appropriate management 
experience and expertise (O’Connor, 2004), 
but the members themselves do not have the 
skills to supervise the activities of manage-
ment adequately (Murray-Prior 2007). In 
these situations, trust becomes the prin-
cipal coordination mechanism. However, 
the extent to which the members trust each 
other, the organization, its management 
and the leadership is largely dependent on 
the social homogeneity of the community, 
and the more heterogeneous the group, the 
lower the level of trust. 

5.  The diversity of the group will also have a 
direct impact on the costs. Typically, there 
are more politics in collective groups, partly 
because their members have divergent inter-
ests (O’Connor, 2004). There is also consid-
erable evidence to demonstrate that in many 
developing countries, cooperative groups 
have become overly dependent on govern-
ment or are subject to political interference 
(Murray-Prior, 2007). Government support 
can be both a help and a hindrance: while the 
support remains, the cooperative continues, 
but once the support is removed, the coop-
erative is likely to collapse. 

Turning to external weaknesses, Murray-Prior 
(2007) reports that lack of an appropriate legal 
and institutional environment, poor roads and 
telecommunication systems, lack of credit, lim-
ited access to inputs such as seed, chemicals and 
fertilizers, inadequate social support services such 
as education, health and housing, and lack of 
appropriate technical services have all contributed, 
in varying degrees, to the failure of collaborative 
marketing groups. 

As a way of prioritizing these externalities, 
Christy et al. (2009) defined the enabling environ-
ment as a hierarchy comprising essential, impor-
tant and useful enablers. Essential enablers include 
land tenure and property rights, infrastructure and 
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action can assist smallholder farmers in aggregat-
ing their surplus output, realizing scale economies 
in grading, sorting, packaging, transportation 
and marketing. Furthermore, in several emerging 
high-value markets, the presence of some col-
laborative marketing group is a prerequisite for 
market entry. Under the requirements of fair trade 
certification, some collaborative marketing group 
must be present to enable democratic decision-
making on how the fair trade premium is to be 
spent for the benefit of the community. Under 
organic certification, the presence of a cohesive 
collaborative marketing group facilitates group 
certification, thereby substantially reducing the 
cost of third-party verification. When the product 
is destined for the domestic market, a range of 
self-reinforcing participatory guarantee schemes 
are available to assure downstream customers that 
sustainable farming practices have been followed. 
Similar options are available under a number of 
the good agricultural practice programmes that 
currently operate in the region. Bernard et al. 
(2010) also recognize that collective action among 
smallholder farmers is often a necessary condition 
for the more sustainable use of water, land and 
other pooled resources.

Where there are few alternative suppliers, a 
shortage of suitable land for large-scale produc-
tion or unmet demand in remote areas, Proc-
tor and Vorley (2008) contend that smallholder 
producers may have a comparative advantage in 
terms of product quality, innovation and low cost. 
Working with smallholder producers can also 
provide a means of building community goodwill. 

However, Batt (2008b) warns that if collabora-
tive marketing groups are to succeed, they must 
serve not only their patrons (smallholder farm-
ers), but also their downstream customers. This 
inevitably means that the prices paid to farmers 
must be at least as good as those offered by exist-
ing market intermediaries and the prices at which 
the product is sold must be comparable to those 
offered by alternative suppliers, while providing 
a sufficient margin to recover the costs of the 
group’s processing and marketing activities. In this 
respect, if the group is to succeed, it must be able 
to perform marketing activities more efficiently 
than the existing market intermediaries.

trust and social capital
A strong element of trust and unity among the 
members appears to be the glue that enables a 
collaborative marketing group both to compete 
(Murray-Prior, 2007) and to sustain itself. Trust 

focuses on the belief or expectation that group 
members will subordinate self-interest to the 
long-term benefit of all (Batt et al., 2006c). Trust 
therefore, is very much dependent on the keep-
ing of promises. Not only does trust facilitate 
the informal resolution of conflict, but once 
established it reduces the need for structural 
mechanisms of control.

In the first instance, trust can be facilitated 
through enduring kinship ties within the commu-
nity, based on family, ethnicity or religious beliefs. 
Fukuyama (1995) defines trust as an expectation 
that arises within a community of regular, honest 
and cooperative behaviour, based on commonly 
shared norms. However, in the longer term, trust 
will develop from open communication and the 
full and honest disclosure of prices and costs (Batt 
et al., 2011a). 

Social capital has been described as an intangible 
asset that has a significant influence on the daily 
lives of people. Within a society, social capital 
includes the institutions, relationships, attitudes 
and values that govern interactions among people 
and contribute to economic and social develop-
ment (Government of Australia, 2003). Social 
capital includes the shared values and rules for 
social conduct expressed in personal relationships, 
trust and a common sense of civic responsibility, 
which makes society more than just a collection of 
individuals (World Bank, 1998). 

Woolcock and Narayan (2000) identify social 
capital as having both vertical and horizontal asso-
ciations among people, and relationships within 
and among other organizational entities. They 
make the distinction between “bonding” and 
“bridging” social capital, where bonding social 
capital refers to the intra-community ties and 
bridging social capital to the extra-community 
networks that enable individuals and groups to tap 
external resources. 

In the Philippines, where high levels of bonding 
social capital are present in the community, the pro-
cess of establishing collaborative marketing groups 
was relatively easy and proceeded quite quickly 
(Axalan et al., 2011). Even without support, espe-
cially in the more remote communities, farmers 
were already helping one another with farming 
activities and exchanging information about how 
best to grow their crops. The participants of several 
collaborative marketing groups were observed to 
help one another at planting and harvest without 
any monetary reward, in the expectation that their 
efforts would be reciprocated when they needed 
assistance. Other collaborative marketing groups 
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were facilitated by the social connections among 
members, which included belonging to the same 
family, being neighbours, belonging to the same 
church group or speaking the same language. Regu-
lar group meetings provided an opportunity for all 
group members to be involved and informed. In 
these cases it was observed that the most powerful 
trust-building mechanism was the success of the 
group itself. Group members recognized that if 
they were to retain their buyers, they had to trust 
one another to deliver what they had promised. 
Through regular interaction, honesty was instilled 
in the group members and facilitated through the 
transparent exchange of information and the receipt 
of appropriate payments from the sale of produce. 
Reciprocal farm visits not only provided an oppor-
tunity for group members to obtain information 
about how they could improve their own farming 
techniques and the quality of their products, but 
also strengthened group relationships. 

Jones (2004) suggests that collective action is 
more likely to be successful when individuals 
develop strong interpersonal relationships and 
identify with a common future. This is more 
likely where there is widespread participation, 
cultural homogeneity and a small group. Murray-
Prior (2007) and Shepherd (FAO, 2007) both 
discussed the relationship between the levels 
of trust and homogeneity in a community: the 
more diverse the community, the lower the level 
of trust. Furthermore, as the size of the group 
increased, so also did the diversity of opinions, 
making it more difficult and more expensive to 
hold the group together. In some instances, the 
likelihood of success was improved when the 
group members collectively decided to restrict 
membership. In other instances, especially where 
there were internal tensions, it was best to let the 
group fracture and re-establish itself as two or 
more autonomous groups. However, the chal-
lenge that remains is to determine an effective 
group size that is big enough to exploit the 
economies of scale and market potential without 
causing conflict (FAO, 2007). 

With regard to bridging social capital, Axalan 
et al. (2011) demonstrated how the relationships 
between collaborative marketing groups, rural 
development facilitators and local government 
units helped farmers link to other institutions, 
including buyers, to gain access to production 
inputs and organizational and technical training. 
In Ghana, Lyon (2000) reported how the trust 
derived through a common individual, intermedi-
ary or guarantor, family linkages and long-term 

friends, a common ethnic background, attendance 
at the same church, or the individual’s posi-
tion within the community, enabled traders to 
enter into an exchange transaction that required 
credit. In response to the high risk of opportun-
ism resulting from market imperfections, social 
capital reduces transaction costs by generating 
expectations, informal rules of conduct and a 
common understanding that enables the parties 
to conduct business transactions more efficiently 
(Batt, 2008a). In Ghana, Fafchamps (1996) showed 
how by sharing information on bad payers, dif-
ferent actors participating in the market could 
reduce transaction costs. Knowing more traders 
helped the focal firm collect price information 
from clients and suppliers; facilitated sales on 
credit, enabling the focal firm to buy from regular 
suppliers and sell to regular clients; and simplified 
quality inspection. 

Appropriate planning
With the increasing desire to create more sustain-
able farmer groups, rural development efforts are 
focusing on participatory bottom-up approaches 
and commensurate capacity building programmes 
that empower smallholder farmers to plan their 
own future. In its simplest form, planning means 
setting an organization’s goals and deciding how 
best to achieve them (Griffin, 1996). Planning 
provides an organization with a coordinated sys-
tematic road map for future activities. It enables 
the organization to focus on a number of objec-
tives, enhance efficiency, respond to change in 
the external environment and facilitate control by 
establishing standards.

Under Catholic Relief Services’ Eight Step 
Plan for Agro-enterprise Development (Catholic 
Relief Services, 2007), the design of an agro-
enterprise plan seeks to develop four inter-related 
plans: a marketing plan; a production plan; a 
management plan; and a financial plan. Given the 
importance of having products that the market 
wants, the first of the plans to be developed is the 
marketing plan. This encourages the members of 
the collaborative marketing group (or cluster) to: 
i) focus on the focal buyer(s); ii) identify what 
products they require and in what quantities; 
iii) identify quality specifications; iv) establish an 
anticipated price range; v) establish the terms of 
payment; and vii) design promotional strategies 
to create a market presence. In most cases, the 
group will appoint a market coordinator. It is 
the responsibility of the market coordinator to 
liaise with the buyer; coordinate the delivery of 
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the products to an assigned assembly point at 
a specific time; grade the products and record 
the weight delivered by each member; pack the 
products; and, where appropriate, accompany 
the products to market and receive payment from 
the buyer. As this process requires an element of 
work, group members collectively agree on the 
amount of commission that is to be paid to the 
market coordinator. 

The marketing plan is invariably followed by a 
production plan (CRS, 2007). In developing a pro-
duction plan, the group members decide: i) which 
members will produce the target crop(s) and how 
much they will supply to the group; ii) how the 
group will manage and monitor the quality of 
the products; iii) how and when the products will 
be aggregated, packed and delivered to the focal 
buyer(s); and iv) what materials are needed to 
facilitate the process. 

Embedded in the production plan is a planting 
schedule (CRS, 2007). If the group is to survive, 
this schedule is one of the most critical compo-
nents. For the group to supply an institutional 
buyer, a minimum quantity must be delivered 
reliably and consistently. To achieve this regular-
ity, the farmer members may need to stagger 
their plantings to ensure that sufficient volume 
is available at harvest. Given the small size of 
individual landholdings, it could be suggested that 
each farmer plants her/his assigned area each week 
and production moves progressively from one 
farmer to another. However, in the tropics, where 
product prices are extremely variable day by day 
and even hour by hour, this system is likely to 
mean that as the market adjusts to the variability 
in supply occasioned by seasonal and unexpected 
weather events, different farmers will receive dif-
ferent prices. Such differences will inevitably lead 
to conflict and the demise of the group. 

A more practical solution is to estimate the 
total area that is required to ensure that the mini-
mum quantity can be met each week and then to 
divide this area among the members who wish 
to plant the target crop. To allow for losses to 
pests and disease, quality defects and the impact 
of adverse weather, farmers will invariably plant 
more, but the group is obligated to take only the 
quantity promised. The farmers are then free to 
sell any surplus or rejected products to whomever 
they wish. Having this option is critical, because 
when dealing with institutional buyers, prices are 
often locked in weeks in advance, while a sudden 
shortage in supply caused by unforeseen weather 
events will see prices dramatically increase. An 

arrangement of this nature ensures that the insti-
tutional buyers’ needs are met, and where there 
is surplus product farmers can take advantage of 
the higher prices being offered by other buyers. 
Should the focal buyer require a larger quantity, 
the group can elect to market the surplus produce 
on the farmers’ behalf.

Shepherd (FAO, 2007) warns that while the 
choice of product must be based on market 
demand, this requirement does not make the 
product suitable for all farmers. The choice of 
product must take into account the farmers’ loca-
tion, farm sizes, the suitability of the land, land 
tenure, the likelihood of pests and diseases, and 
access to production inputs, finance, technologi-
cal advice and infrastructure. It must also take 
into account the capacity of farmers to adapt to 
new systems. 

The management plan describes how the col-
laborative marketing group will be structured. 
Group members elect officers to the various 
positions of chair, vice chair, secretary, treas-
urer and marketing coordinator (CRS, 2007). 
The management plan establishes the policies and 
procedures through which the group will operate. 
Each member is expected to sign a formal agree-
ment that commits him/her to supply a prescribed 
quantity of good-quality produce, pay any com-
missions that are payable to the group or to the 
marketing coordinator, and, invariably, attend and 
participate actively in group meetings. Shepherd 
(FAO, 2007) suggests that in linking smallholder 
farmers to markets, the business model must be 
kept as simple as possible to avoid the possibility 
of farmers not recovering their costs.

The financial plan looks at the anticipated costs 
and returns, and the associated costs of running the 
group (CRS, 2007). Even at the very early stages 
of group formation, estimates of profitability must 
be made (FAO, 2007). Such calculations should 
be fully costed, with realistic assumptions about 
production yields and marketing costs and, when 
appropriate, exclusive of any subsidies or external 
support that might threaten financial viability 
in the future – such as subsidies for transport, 
processing or packing materials, which are often 
provided to new start-up enterprises.

As markets are dynamic and the weather large-
ly unpredictable, the marketing, production and 
financial plans require constant review. Failure 
to do so will inevitably lead to failure because 
farmers’ expectations will not be fulfilled. It is 
for this reason that farmers are required to attend 
meetings regularly. 
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Experience suggests (as described above) that 
the group itself does not purchase, but simply 
facilitates the sale of individual farmers’ produce. 
Products are graded, weighed and aggregated, 
and farmers are paid amounts from the proceeds 
of each sale, after the deduction of all costs and 
levies, in proportion to the quantity of produce 
they contributed that day. Operating in this man-
ner ensures that all farmers are treated fairly and 
equitably and minimizes the risk of group funds 
being expropriated.

commitment
As noted above in the previous section, each mem-
ber of the group is expected to sign a formal agree-
ment that commits her/him to supply a prescribed 
quantity of good-quality produce, irrespective of 
his/her personal circumstances or the prevailing 
market price (Batt et al., 2011a). This agreement 
provides a powerful signal to the other members of 
the group that the farmer is committed to the group. 
Such credible commitments offer tangible evidence 
that the member can be trusted, cares about the 
relationship and is willing to resist alternative offers 
for the benefit of the group (Ganesan, 1994).

Moorman, Despandé and Zaltman (1993) define 
commitment as an enduring desire to maintain a 
valued relationship. Hakansson and Snehota (1995) 
see commitment as the tendency to persist with a 
course of action, often without an apparent causal 
motive, on the basis of some vague expectation. To 
some extent, a commitment is an act of faith. 

However, commitment comprises two compo-
nents: an attitudinal component and an instrumen-
tal one (Gundlach, Achrol and Mentzer, 1995). 
Commitment is most often seen as an attitudinal 
construct described in terms of an affective com-
mitment, psychological attachment, identification 
or affiliation (Achrol, 1997). People develop an 
affective commitment towards organizations to 
which they feel they belong, which provide them 
with assistance and support during difficult times, 
which offer long-term security or returns, and 
in whose future and fortunes they feel they can 
actively participate in determining (Batt, 2006a). 

In the Philippines, a high level of commit-
ment to their collaborative marketing group has 
been noted among smallholder farmers members, 
presumably because they recognize the potential 
benefits that arise from collaborative marketing. 
Acting individually, smallholder farmers have lit-
tle option other than to sell to existing traders 
and collector agents (Montiflor, Batt and Murray-
Prior, 2008), and without collective action farmers 

are unlikely to receive any financial assistance or 
technical support. Long-term commitment and 
a willingness to make short-term sacrifices have 
been observed among groups that collectively 
decide to implement a quality assurance system. 
Strong cohesive groups are required under fair 
trade certification, primarily to determine the 
distribution of the fair trade premium in the com-
munity (Murray-Prior, 2007). 

strong leadership
Leadership is both a process and a property (Grif-
fin, 1996). As a process, leadership is the use of 
non-coercive influence to shape the group’s goals 
and motivate behaviour towards the achievement 
of these goals. As a property, leadership is a set 
of characteristics attributed to individuals who 
are perceived to be leaders. In every instance 
of a strong collaborative marketing group, the 
group has been led by a prominent and empow-
ered farmer leader (Batt et al., 2011a). Group 
members perceive their leaders as having a good 
management style and being articulate and able to 
implement plans, honest, outspoken, experienced, 
responsible, active and trustworthy (Montiflor 
et  al., 2011). An ideal leader is a good follower, 
who leads by example and has a good relationship 
with the members, is fair and transparent, commu-
nicates well and is willing to give her/his time. In 
all cases, group leaders were popular and respected 
people within the community who were perceived 
to have a good reputation and to be trustworthy. 

To be effective, cluster leaders must be elected 
through a democratic vote (Montiflor et al., 2011). 
When cluster leaders are appointed by outsiders, 
there is less likelihood of success. The group 
development process should be bottom-up, and 
groups must be member-owned and democrati-
cally operated (FAO, 2007). 

rules and sanctions
From their inception, farmer groups will require 
a set of rules and regulations to govern their 
operations (FAO, 2007). However, and perhaps 
of greater importance, the manner in which these 
rules are applied will have an impact on group 
success. Not only must the rules be applied fairly 
and equitably, but where members repeatedly fail 
to meet their obligations, repeat offenders must be 
expelled to overcome the free-rider problem (Batt 
et al., 2011a). When this expulsion does not occur, 
other members are likely to perceive an element of 
preferential treatment, which will inevitably lead 
to conflict and potentially undermine the group’s 
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leadership. There is also the risk that when quality 
standards are not adequately maintained and the 
group repeatedly fails to deliver the negotiated 
quantity, downstream customers may terminate 
the relationship. 

Multiple markets
In linking smallholder vegetable farmers to institu-
tional markets, Murray-Prior et al. (2004) discussed 
the need to establish a second high-value supply 
chain that is both parallel and complimentary to the 
existing supply chain. Despite directing activities 
towards satisfying the needs of the focal customer, 
instances arise when: i) the focal customer is unable 
to take the product; ii) the prices offered by the 
focal customer are consistently lower than those 
offered by alternative buyers; iii) the focal buyer 
defaults; or iv) the product fails to meet the speci-
fied quality standards. Should one or more of these 
situations arise, the group must have access to 
alternative buyers (Batt et al., 2011a). 

In the Philippines, situations have arisen where 
a group of vegetable farmers had negotiated a sup-
ply contract with a fish canning operation only to 
find that the cannery no longer required the quan-
tity ordered because it did not have a sufficient 
quantity of other vegetables (joint demand) (Batt 
et al., 2011b). In an associated instance, in nego-
tiating with the cannery, farmers were advised to 
deliver their vegetables to a consolidator who was 
subcontracted by the cannery to source the fresh 
vegetables required. However, when the consoli-
dators’ cheques were dishonoured, the resulting 
delays in payment made it difficult for the farmers 
to repay their loans (Axalan et al., 2011).

Even where cluster marketing groups have 
been able to secure higher prices, Montiflor et al. 
(2011) describe how farmers’ expectations can 
remain largely unfilled. Having negotiated a sup-
ply arrangement with a supermarket, farmers 
were dissatisfied when the prices offered were 
well below those paid in the wholesale market, 
even though the focal buyer paid prices that were 
higher than the prevailing roadside price. Further-
more, as the focal buyer purchased only products 
that met its quality specifications, the group had to 
sell products that did not meet these specifications 
to the traditional spot market, where the prices 
paid for the rejected products were substantially 
lower. In other instances, potential vendors have 
to negotiate supply to retailers up to ten days in 
advance, at which time they commit to supplying 
a prescribed quantity of produce that meets a 
predetermined quality standard for a fixed price. 

However, there is no guarantee that a successful 
vendor will be subcontracted to deliver the fol-
lowing week. Given that it is neither possible nor 
desirable to lock group members into an exclusive 
supply agreement that may not be in their best 
long-term interest, smallholder farmers are being 
encouraged to commit only 60 percent of their 
produce to the focal buyer. Having met these 
commitments, farmers are then free to choose how 
they dispose of the surplus. 

There is also evidence to suggest that the quality 
specifications established by institutional buyers 
are very dependent on the available supply: when 
the supply is constrained, quality specifications 
are often relaxed, but when the supply is abun-
dant, quality specifications are rigidly enforced 
(Batt et al., 2011b). For smallholder farmers, 
such variability in the application of standards is 
problematic and necessitates the maintenance of 
relationships with multiple buyers. By regularly 
transacting with the traditional market, small-
holder farmers are in a better position to establish 
a base price in their negotiations with institutional 
buyers (Lamban et al., 2013). 

strong institutional support
Without improving and enhancing the policy, 
legal and regulatory environment, improving basic 
infrastructure and enhancing the institutional 
environment, smallholder farmers are unlikely 
to benefit from any of the development initia-
tives delivered by government, rural development 
organizations and international research institu-
tions (FAO, 2007). 

At the macroeconomic level, government policy 
needs to create a stable environment for investment 
(FAO, 2007). An appropriate legal and regulatory 
framework is necessary to support the develop-
ment of quality standards and protect smallholder 
farmers from anti-competitive behaviour. Farmer 
groups and cooperatives need to be formally reg-
istered so that they can trade as legitimate business 
enterprises and thus avail themselves of govern-
ment support programmes and grants that encour-
age the establishment of new business. Appropriate 
investments in roads, telecommunication systems, 
electricity, water and markets are necessary. Above 
all else, if the group is to be sustainable, the group 
members need to be empowered through capacity 
building programmes.

Shepherd (FAO, 2007) identifies the areas 
where training is needed: management, con-
tract negotiation, market research, supply chain 
analysis, basic business documentation and farm 
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enterprise decision tools. Axalan et al. (2011), 
Lamban et al. (2011) and Real et al. (2013) identify 
opportunities to promote the adoption of more 
sustainable agricultural technologies including the 
use of improved varieties, crop rotations, com-
panion planting, composting and vermiculture, 
the use of fermented plant extracts and integrated 
pest management. Capacity building has enabled 
farmer groups to establish links with seed suppli-

ers and input suppliers, including microfinance 
institutions (Murray-Prior et al., 2013). Collec-
tively, empowered farmer groups have been able 
to identify new buyers and new markets, and in 
some circumstances, to coordinate the delivery 
of products to downstream customers across 
multiple farmer groups. The informal networks 
established among groups have further accelerated 
the adoption of new farming technologies.
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Abstract
The transformation of agricultural marketing sys-
tems in sub-Saharan Africa remains slow, which in 
turn affects agricultural production and produc-
tivity in the region. Rural agricultural marketing 
systems in developing countries fail to adjust and 
respond fully to changes in the market in terms 
of quality and quantity. As in many countries 
and regions in sub-Saharan Africa, the marketing 
system in the rural highlands of Ethiopia does not 
perform well because of several challenges. The 
poor economic conditions, imperfect input and 
product markets, large number of smallholders, 
high transaction costs of searching for buyers, 
lack of private-sector investment in processing 
and agribusiness and poor coordination among 
actors in the agrifood supply chain are cited as fac-
tors that restrain the performance of food supply 
chains. Producer-induced and processor/trader-
driven coordination systems are often used in the 
agrifood supply chain to mitigate its limitations. 
This paper focuses on the honey supply chain 
and the impact of trader-induced contracts and 
farmer-induced cooperatives on honey produc-
tion and producers’ incomes, based on evidence 
from honey producers in the northern Ethiopian 
highlands. A structured survey was administered 
to 412 honey-producing households in four dis-
tricts. Descriptive statistics were employed and the 
results indicate that processor- and trader-induced 
contracts contribute more to honey production, 
hive productivity and income gains for partici-
pants than do spot market users. Strengthening 
institutions to facilitate coordination, partnership 
and contracting relations in rural Ethiopia may 
help increase yields and incomes, in turn contrib-
uting to rural development. 

Keywords: contract, cooperatives, honey, farmers, 
welfare

5.1 IntroductIon
The transformation of agriculture and market-
ing systems in sub-Saharan Africa remains slow, 
despite the liberalization and globalization of 
trade. Rural agricultural marketing systems in 
developing countries fail to adjust and respond 
fully to changes in the market in terms of qual-
ity and quantity (Jayne, Mather and Elliot, 2010). 
As in many situations in sub-Saharan Africa, 
the marketing system in the rural highlands of 
Ethiopia does not perform well because of several 
challenges (Gebre-Madhin, 2001). 

Poor economic conditions, imperfect input and 
product markets, the large number of smallholders 
facing high transaction costs to seek for buyers, 
the absence of private-sector participation in pro-
cessing and agribusiness, and poor coordination 
among actors in the agrifood supply chain can be 
cited as the reasons that limit the performance of 
the agricultural marketing system (Gebre-Madhin, 
2001). Institutions providing market information, 
standardization, grading and contract enforcement 
are also weak, which undermines the perfor-
mance of agricultural marketing systems. Hence, 
agriculture is growing only slowly and remains 
small-scale. 

Theories and empirical evidence suggest that 
vertical coordination may foster the development 
of smallholder agriculture through the provision 
of inputs and technology, and the mitigation of 
transaction costs (Williamson, 1979; Swinnen and 
Maertens, 2007). Vertical coordination may be 
driven by farmers’ need for resources and facilitates 
access to specific assets relevant to production. 
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The high transaction costs faced by smallholders 
seeking to participate in the market may also drive 
smallholders to vertical coordination. 

The failure of resource-poor smallholder farm-
ers to adjust to the demands of the market limits 
the capacity utilization of processing and retail-
ing firms, leading buyers to supply resources 
to smallholders through contracts (Swinnen and 
Maertens, 2007). Contracts may be motivated by 
processing firms’ desire to minimize uncertainty 
regarding quality and quantity. The failure of 
constrained households to respond to changing 
markets may also lead to cooperative engagement, 
which enables smallholders to pool their indi-
vidual resources to acquire storage and processing 
technology. Cooperatives may be motivated by the 
capacity requirement of smallholders, as individual 
ownership is difficult to realize at the farmer level 
(Bijman and Hu, 2011). 

Transaction costs also influence the adoption of 
a particular vertical coordination mechanism (Wil-
liamson, 1979; Hobbs, 1997; Ortmann and King, 
2010). Contracts and cooperatives offer secured 
markets, which may relieve actors from searching 
for buyers and price information. Contracts may 
also minimize inspection and negotiation costs, as 
contractors provide extension services that enable 
producers to meet buyers’ requirements. Empiri-
cal evidence from Latin America, India and China 
suggests that contracts are associated with mitiga-
tion of transaction costs and provision of premium 
prices (Reardon et al., 2004; Miyata, Minot and 
Hu, 2009; Barrett et al., 2011).

Actors may prefer contracts or engage in coop-
eratives in response to the high transaction costs 
they face in the supply chain (Williamson, 1979). 
The absence of standards in local markets exposes 
buyers to high search and inspection costs and may 
force them to institute their own standards for the 
provision of inputs, technology and extension 
services to farmers via contracts. However, as the 
cost of administering contracts with smallholders 
increases, buyers may prefer to work with larger 
growers, resulting in the marginalization of poor 
farmers (Key and Runsten, 1999).

The absence of mutual interest in traditional 
spot markets may result in information asym-
metry driving actors to vertical coordination to 
share market information (Hobbs, 1997; Peterson, 
Wysocki and Harsh, 2001). Hence, farmers may 
benefit from contracting or cooperative engage-
ment as they serve as sources of market informa-
tion. Vertical coordination facilitates smallholders’ 
adjustment to the globalized market by keeping 

them informed about consumers’ needs mediated 
by global chains (Bijman, 2008). 

Contracts and cooperatives may be driven by 
producers’ farming constraints caused by poor 
economic conditions and the persistence of imper-
fect-factor markets in rural markets. Empirical 
evidence from Eastern Europe, Senegal and Mada-
gascar suggests that contracts offer credit, inputs, 
better prices and extension services, which enable 
growers to be productive and secure better eco-
nomic benefits (Minten, Randrianarison and Swin-
nen, 2007; Dries et al., 2009; Maertens, Colen and 
Swinnen, 2011). Cooperatives also facilitate small-
holders’ access to farm resources for economically 
poor farmers. They facilitate access to credit and 
enjoy significant support from governments and 
development partners (Key and Runsten, 1999; 
Bijman and Hu, 2011). Cooperatives may also 
empower farmers through collective ownership 
of farm investments and processing technology 
(Hendrikse and Bijman, 2002). 

Contracts and cooperatives offer a new market 
outlet to link smallholders to the global market. 
Thus, vertical coordination may contribute to 
the transformation of agricultural production and 
marketing systems in the developing and transition 
economies (Dries et al., 2009).

The impact of vertical coordination on small-
holders has been an issue of controversy. Empirical 
evidence from organic coffee producers in Ugan-
da, tomato producers in Senegal, and apple and 
green onion producers in China indicates positive 
income gains of contract participants (Maertens 
and Swinnen, 2009; Miyata, Minot and Hu, 2009; 
Bolwig, Gibbon and Jones, 2009). The increase 
in smallholders’ income is attributed to buyers’ 
commitment to supplying inputs, technology and 
extension services to enable farmers to increase 
productivity. The provision of premium prices and 
incentives for farmers to apply the technology also 
motivates farmers to operate under contracts and 
gain more economic benefits. Contracting may 
also mediate better market conditions to small-
holders by minimizing transaction costs and offer-
ing better prices (Miyata, Minot and Hu, 2009). 

In cases where farmers lack access to contracts 
because of their small size, processors and rural 
development agencies supply credit and inputs via 
cooperatives. Collective action or farmer organi-
zations are recognized for pooling resources to 
facilitate access to specific assets, empowering 
smallholders in markets, and facilitating organized 
support from credit and technology suppliers (Bij-
man and Hendrikse, 2003; Blandon, Henson and 
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Cranfield, 2009). Extension services and informa-
tion supply may be simplified via cooperatives 
(Masakure and Henson, 2005). Cooperatives may 
also facilitate more rapid adoption of biotechnol-
ogy, as seen in Nigeria, where farmers trust the 
information disseminated through cooperatives 
(Nwankwo, Peters and Bokelmann, 2009). Coop-
eratives also facilitate farmers’ links to markets and 
empower smallholders in the market (Bijman and 
Hu, 2011). Cooperatives help pool resources and 
reduce the problem of information asymmetry, 
mitigating transaction costs in rural markets (Bij-
man and Hendrikse, 2003).

Optimism regarding vertical coordination has 
grown because of the contribution that vertical 
coordination makes to transforming traditional 
agricultural practices in developing countries by 
facilitating and incentivizing the adoption of mod-
ern technology and extension services. It also 
ratifies the imperfection that prevails in input and 
product markets in rural areas of the developing 
world. Contracts promote factor productivity and 
efficiency as they facilitate technology transfer 
and extension services. In China, Uganda and the 
United States hog industry, farmers under con-
tracting schemes were found to be efficient as they 
received extension services providing the skills 
to manage inputs, feed, labour and capital (Key 
and McBride, 2003; Miyata, Minot and Hu, 2009; 
Bolwig, Gibbon and Jones, 2010). Contracts also 
attract smallholders as they offer premium prices 
and guaranteed markets. Furthermore, contracts 
channel capital/financial support to farmers to 
facilitate the expansion of firms (Simmons, Winter 
and Patrick, 2005; Dries et al., 2009). Spillover 
effects also contribute to the productivity of small-
holder farmers in various developing countries, 
allowing them to operate on domestic markets and 
gain better economic incentives (Schipmann and 
Qaim, 2010).

Despite their wide application in developing 
countries, contracts are criticized for exploit-
ing farmers through the presence of unequal 
power relations between contractors and produc-
ers (Singh, 2002). The high administrative cost of 
contracts with smallholders also causes marginali-
zation and the shift to large farmers by processors/
retailers. The inability of asset-poor smallholders 
to afford processor/retailer-specific standards also 
results in exclusion (Weatherspoon and Reardon, 
2003). Contracts are also criticized for eroding 
the autonomy/flexibility of smallholders’ farm-
ing decisions (Gillespie and Eidman, 1998; Key, 
2004). However, producer-induced organizations 

such as cooperatives help tackle the exclusion of 
smallholders and offer significant economic con-
tributions (Staal, Delgado and Nicholson, 1997; 
Takane, 2004; Bijman and Hu, 2011). 

The impact that vertical coordination mecha-
nisms have on local food chains remains unclear in 
previous studies, many of which focus on modern 
or global food value chains, particularly contracts 
and devote little research to the effects of contracts 
and cooperatives on rural households’ welfare in 
the context of local food chains. Addressing the 
gaps in the current literature, this study aims to 
assess the impact of contracts and cooperatives on 
honey production and household welfare in the 
northern highlands of Ethiopia. 

Contracts and cooperatives are employed in the 
honey supply chain but no rigorous study has yet 
assessed their impact. This paper aims to assess 
the impact of contracts and cooperatives on the 
productivity and welfare of honey producers by 
applying competing impact evaluation techniques 
such as regression on observables, regression on 
propensity scores and propensity score matching. 

The remainder of the paper is organized as fol-
lows: the next section reviews honey production and 
marketing in Ethiopia; section 3 outlines the honey 
supply chain; section 4 describes the study site, 
data collection and the coordination mechanisms 
of honey producers; section 5 presents statistics on 
the performance of honey producers; and section 6 
presents conclusions and policy implications. 

5.2 HonEy productIon And 
mArkEtIng In EtHIopIA

Honey production system
Honey has been produced and used since 4000 
BCE (Kizilaslan and Kizilaslan, 2007). In Ethiopia, 
there is a long tradition of farmers having beehives 
and harvesting honey for household consumption 
or to supplement households’ cash needs. The 
practice of beekeeping in Ethiopia is integrated 
into crop farming and animal husbandry. In many 
regions of the country, beekeeping is considered 
an income-generating activity for farmers. Honey 
is regarded as an important high-value food for 
controlling malnutrition among the rural popula-
tion in many developing countries. 

Moreover, apiculture subsidizes the livelihoods 
of rural households by providing opportunities for 
rural employment and income generation (Girma 
et al., 2008). However, beekeeping is still in the 
hands of smallholders who own only a few beehives 
each, resulting in small amounts to offer on the 
market, the majority of which (about 80 percent) is  
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Apiculture is regarded as a rural poverty reduc-
tion strategy in Ethiopia. Intensive interventions 
have been made by the government and non-
governmental development organization (such 
as World Vision, SNV-Ethiopia and the Relief 
Society of Tigray) to modernize beehives and the 
extraction process, transfer technology through 
training, upgrade honey value chains, and supply 
credit and other inputs. 

Based on estimates of the Central Statistical 
Agency (CSA, 2011) (Table 3), in 2010 there were 
more than 5 million traditional and modern bee-
hives in the country, generating more than 50 000 
tonnes of honey. Most beehives (96.38 percent) of 
the traditional type, and 4.2 percent of beehives 
are found in Tigray State, accounting for 5 percent 
of honey production in the country (CSA, 2011). 

So far, researchers and the government have 
concentrated on how to increase production 
through the provision of modern beehives and the 
improvement of technical aspects of beekeeping 
in the region. Processing and marketing aspects 
such as linking to high-value chains and identify-
ing value-adding activities have not been a focus, 
although they are crucial for the improvement of 
honey production and result in better economic 
benefits from the activity (Girma et al., 2008). 

The larger share of production is in the hands 
of smallholder farmers, and honey marketing is 
commonly carried out by the farmers themselves, 

supplied to local mead brewers (Gezahegn, Nebil 
and Samru, 2006; Girma et al., 2008). 

Worldwide, Ethiopia is ranked ninth in honey 
production and third in beeswax (Figure 3), which 
may offer comparative advantages for capitalizing 
on the subsector. In 2010, honey production had 
increased to 53 675 tonnes from 33 766 tonnes in 
2001 (FAOSTAT, 2012). Of this total, 1.37 percent 
went to the export market, about 36 percent was 
used for home consumption and nearly 60 percent 
was for the domestic market (CSA, 2011). Honey 
exports have been low for many years: 0.9 percent 
in 2006, 0.69 percent in 2007 and 2008, 0.68 percent 
in 2009 and 1.37 percent in 2010. Honey exports 
from 2006 to 2010 are depicted in Figure 4.

Because of the weak coordination with proces-
sors and global chains, production remains low 
and distribution is predominantly to domestic 
markets. Honey exports grew from 1 tonne in 
2001 to 620 tonnes in 2010. Honey is exported 
mainly to Yemen, the Sudan, Saudi Arabia and 
Djibouti. Bees wax export grew from 53 tons in 
2001 to 360 tons in 2009. No significant change 
in beeswax exports is indicated from 2001 to 
2009. Beeswax is exported to countries around 
the world, including in European Union (EU) 
markets (Greece, the Netherlands, France, Italy 
and Germany), the United States of America, 
China, Japan and Yemen (Gezahegn, Nebil and 
Samru, 2006).

figurE 3
Honey production and beeswax production (tonnes)
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who sell it directly at spot/local markets. Mead 
houses, retailers and wholesalers also buy honey, 
which they process lightly and offer to consum-
ers. Some farmers and a few cooperatives have 
agreements with the processing company Dimma 
to supply honey after harvest. However, many of 
these farmers default on their agreements because 
of the fixed prices they agreed with the company. 
Two other processing companies (Wukiro Mar 
and Wolela Mar) function at a small scale. They 
have their own apiaries and collect additional 
honey from spot markets during harvest periods. 
Wolela Mar started to collect via cooperatives but 
stopped because of traceability problems. 

As the processing companies were established 
only recently, much of the production and dis-
tribution is at the smallholder level, resulting in 
a large portion of the honey being consumed 

domestically or directly sold to consumers. The 
limited consumption of processed products 
among domestic consumers reduces demand for 
the direct supply of honey from the farmer to 
the consumer. Nevertheless, there is an increasing 
trend in exporting honey via processing compa-
nies, although certification of honey was obtained 
too late to enter into the EU markets; beeswax 
constitutes a major export product, but large 
amounts of beeswax are wasted at different levels 
in the value chain. 

The 2010 estimate of honey production in Tig-
ray was 2 767.6 tonnes, accounting for 5.2 percent 
of the total honey production in Ethiopia (CSA, 
2011). There were 213 133 beehives in Tigray in 
2010. More than 20 percent were modern beehives 
(CSA, 2011) and most honey was offered to the 
market (more than 60 percent). As reported by 

figurE 4
Honey exports and imports (tonnes)
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TABLE 3
Beehives and honey production in Ethiopia, 2010

type of 
beehive

number of beehives
% in tigray 

Honey production (kg)
% in tigray 

national tigray national tigray

Traditional 4 944 380 166 504 3.37 51 023 303 1 706 607 3.34

Intermediate 41 684 3 081 7.39 387 450 67 764 17.49

Modern 144 258 43 548 30.19 2 264 608 993 263 43.86

total 5 130 322 213 133 4.15 53 675 361 2 767 634 5.16

Source: CSA, 2011.
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Girma et al. (2008), 80–90 percent of the honey 
produced in Atsbi district was marketed, imply-
ing the market-oriented characteristics of honey 
production in the region. There is an increasing 
trend in the production of honey from modern 
beehives (Figure 5). Agriculture and Rural Devel-
opment Offices (ARDOs), NGOs and processors 
contribute to the expansion of modern beehives 
in the region by supplying modern beehives to 
farmers and cooperatives. 

the honey supply chain
Figure 6 depicts the various honey supply chains 
in Tigray. Three pathways can be observed start-
ing from the farmer: i) consumers buy honey 
directly from farmers or production cooperatives; 

ii) farmers or farmer cooperatives sell to proces-
sors who then sell their processed produce to retail 
outlets; and iii) farmers and farmer cooperatives 
sell their honey directly to buyers such as mead 
houses, retailers and supermarkets. Farmers and 
farmer cooperatives may obtain credit, inputs and 
technology from government agencies (ARDO), 
the Relief Society of Tigray or NGOs. Proces-
sors and retailers do not generally provide credit, 
inputs or technology.

5.3 contrActs And coopErAtIvEs 
In tHE HonEy supply cHAIn

Honey producers in Ethiopia own few beehives, 
which are predominantly of the traditional type. 
Honey producers often present honey in spot 

figurE 5
trends in beehive types and honey production in tigray
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markets. However, with the emergence of modern 
beehives and their distribution through extension 
programmes, honey producers are now tending 
to participate more in honey production and 
marketing. In areas where honey-processing firms 
operate, contracts with individual farmers and 
cooperatives also function as coordination sys-
tems. Contracts in the honey supply chain facili-
tate technology provision and secure markets for 
honey producers. Processors also obtain honey 
through contracts, offering inputs and technology 
in return. 

Vertical coordination mechanisms that are 
popular in the honey supply chain include spot 
markets, contracts and cooperatives (Swinnen and 
Maertens, 2007). These systems facilitate access 

to credit, inputs, technology and information for 
producers and to honey for processors and other 
buyers. As vertical integration schemes, coop-
eratives coordinate several stages of production, 
processing, storage and distribution to producers 
(Hendrikse and Bijman, 2002).

Spot marketing involves traditional business 
relationships that involve large numbers of buy-
ers and sellers who meet at a certain time and 
place. It is characterized by imperfect information 
exchange on product quality, quantity and price, 
leading to a high tendency for opportunistic 
behaviour (Peterson, Wysocki and Harsh, 2001). 
In Ethiopia, agricultural production is predomi-
nantly undertaken by smallholders, who often 
offer marketable surplus to spot markets. Honey 

figurE 6
Honey supply chains in tigray
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is presented mainly on spot markets because of 
the small amounts that producers have to market.

Spot market transactions offer producers inde-
pendence in making production decisions and 
using inputs. They involve no cost/profit sharing 
as all the production expenses incurred and profits 
generated during production and sale are born by 
the producer. Farmers/producers who engage in 
spot marketing have the power to control their 
decision-making. Spot markets may be considered 
efficient for distributing homogenous commodi-
ties, but when goods are differentiated in response 
to variations in consumer preferences or specific 
processor standards, they may not work as well 
and demand closer coordination (Hobbs and 
Young, 2000; Jang and Olson, 2010).

Contracts involve agreements between pro-
ducers and processors/buyers that set the prices 
and quantities of a commodity to be delivered 
at a later time. Farmers use marketing contracts 
to respond to price risk, reduce income risk and 
improve access to credit and inputs (Katchova 
and Miranda, 2004). Contract farming is also 
expanding in developing economies, involving 
agreements between one or more farmers and 
a contractor for the production and supply of 
agricultural products under forward agreements 
with a known buyer, frequently at predeter-
mined prices, quantities and timing (Singh, 2002). 
Contract farming agreements enable processors 
and supermarket chains to acquire standard-
ized products by supplying required inputs 
and extension services to the farmers (Minten, 
Randrianarison and Swinnen, 2007). Contracts 
minimize transaction and coordination costs by 
offering a premium price for higher quality and 
one-time costs for negotiating transactions.

According to Katchova and Miranda (2004), a 
marketing contract can reduce the cost of gather-
ing and exchanging information about demand, 
quality, timing and price, thus reducing uncer-
tainty. Contracts that provide resources also 
reduce the costs of obtaining credit, inputs and 
extension services, including the costs of screening 
and selecting services. Production management 
contracts help producers to achieve quality, timely 
and low-cost production and may also develop the 
skills of farmers and help reduce further transac-
tion costs. 

Cooperatives are also popular in agriculture in 
improving the bargaining power of smallholders 
in markets. These cooperatives are also stimulated 
by producers’ need for credit, inputs, technol-
ogy and access to markets (Ortmann and King, 

2010). Cooperatives are often producer-driven 
where smallholders cooperative voluntarily form 
the cooperative to collect, store, process and 
sell agricultural products. These cooperatives are 
established primarily to serve their members and 
are governed by voluntary and open membership, 
democratic control by members, members’ eco-
nomic participation, autonomy and independence, 
and information sharing, cooperation and concern 
for the community (Bijman, 2002). Hence, the 
success of these cooperatives depends on mem-
bers’ commitment. However, in many developing 
countries, members’ commitment is minimal and 
cooperatives are characterized by free-riding and 
control problems (Ortman and King, 2007). 

Buyers, particularly processors, may prefer to 
be supplied by cooperatives because cooperatives 
collect, store and process products from their 
members, and buyers can reduce transaction 
costs through bulk purchases. In addition to 
satisfying buyers’ requirements for quality and 
quantity, cooperatives foster the generation of 
added value of final products and reduce market-
ing costs (Di Falco, Smale and Perrings, 2008). 
In addition, the information supplied by coop-
eratives is trustworthy and influences members 
in the adoption of biotechnology (Nwankwo, 
Peters and Bokelmann, 2009).

Cooperatives promote economies of scale, bar-
gaining power and access to extension services, and 
help to increase incomes from the sale of products. 
Producers’ motives for preferring cooperatives are 
to gain more control over prices, reduce marketing 
costs and acquire seed and fertilizer (Bijman and 
Hu, 2011). Cooperative engagement may also be 
motivated by producers’ desire for a secure market 
for their produce. 

Agricultural cooperatives offer services such 
as processing, packing, storage, cooling, ship-
ping, promotion and selling; negotiation of better 
market terms because of the volume and variety 
offered by cooperative members; and purchase of 
production inputs (seeds, fertilizers, feed, etc.) in 
larger volumes and at lower prices. By purchasing 
supplies as a group, the farmers offset the market 
power advantage of the private firms providing 
the supplies. 

Contracts and cooperative engagement are 
potential coordination arrangements for the 
honey supply chain. Written contracts stipulating 
amounts, prices and quality are prepared by the 
processors (mainly Dimma) and signed by indi-
vidual honey producers or cooperatives. The con-
tracts also specify the dates of delivery. Possible 
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actions if one of the contracting party defaults are 
also included. However, many of the contracted 
producers side-sell their honey on spot markets, 
complaining that the agreed price is below what 
the market offers. Oral agreements between buyers 
(retailers and wholesalers) and individual honey 
producers are also used, specifying the quantity 
and times of delivery, but leaving prices open and 
flexible to be determined by the market.

Honey producers in Tigray are also engaged 
in cooperatives that own common factors of 
production supplied by the processors, ARDO 
and the contributions of their own members. 
Processors equip the cooperatives with factors of 
production and sign contracts to obtain supplies 
of honey from the cooperatives’ members in 
return. The contracts specify the inputs and tech-
nology to be provided, and the price, quantity 
and delivery period of the honey. Cooperatives 
are also promoted by ARDO, which facilitates 
the provision of credit for cooperatives to obtain 
the factors of production. 

5.4 coordInAtIon mEcHAnIsms 
And pErformAncE of HonEy 
producErs

data collection
A household survey in Geba catchment in Tigray 
region was carried out in April–May 2010. As the 
aim was to evaluate the different coordination 
mechanisms in the honey supply chain, honey 
producers participating in the beekeeping pack-
age supported by the rural development office 
were selected for the survey. In the first stage 
of the sampling design, four districts (woreda) 
were selected in the catchment area. The districts 
with the most beekeeping households and with 
actual or potential surplus honey production were 
selected: Atsbi, Aulalo, Dega Temeben, Kilite and 
Ofla. In the second stage of the sampling design, 
all the subdistricts (tabias) with households par-
ticipating in the small-scale beekeeping extension 
package were selected. In the third stage, house-
holds participating in this package were randomly 
selected from a list, which was provided by district 
livestock experts in government extension offices. 
A total of 412 honey producers in eight subdis-
tricts were selected. 

coordination mechanisms
Honey producers employ several coordination 
mechanisms. Spot markets, contract arrangements 
and cooperative engagement were the commonly 
used distribution channels employed by honey 

producers in Tigray. The vast majority (80.58 
percent) engaged in spot markets, 8.5 percent used 
contracts and 6.8 percent used cooperatives. The 
remaining 4.13 percent employed contracts and 
side-selling of honey in spot markets. Coopera-
tive organizations restrict farmers’ participation in 
other types of transaction; members who agree to 
the cooperatives terms have to supply marketable 
surpluses to the cooperative. If a member is found 
to be selling outside the cooperative, disciplinary 
action resulting in cancellation of membership will 
be taken. 

socio-economic characteristics
Table 4 summarizes the socio-economic charac-
teristics of beekeepers. Apiculture is a male-dom-
inated activity; women apiculturists were more 
likely to participate in cooperatives than in the 
other two options, but cooperative membership 
was also very male-dominated. The beekeepers 
involved in contracting schemes were younger and 
better-educated than average, while those residing 
furthest from asphalt roads were most likely to 
engage in cooperatives. 

5.5 HonEy productIon, mArkEtIng 
And IncomE 

The survey statistics also indicate that contracting 
farmers possessed larger numbers of modern bee-
hives resulting in larger volumes of white honey 
production enabling producers to offer more 
honey on the market. Consequently, the aver-
age income from honey was found to be greater 
among the contracting honey producers. Signifi-
cant differences were observed between contract 
participants and non-participants in terms of hive 
productivity, inducing larger volumes of honey 
for contracting farmers. Beehive productivity and 
honey production were found higher for contract-
ing honey producers. Overall household income 
was also greater for contract participants than spot 
market users (Table 5). 

Increased use of modern beehives was stimu-
lated by the government and NGOs as part of 
efforts to reduce rural poverty. The government 
and NGOs often supply modern hive technol-
ogy, other equipment and extension services to 
enhance honey production and quality (30.4 
percent of survey respondents). Dimma honey 
processing company also provided beehives to 
farmers who committed to supplying honey for 
the company (3 percent) and transferred apiary 
sites equipped with modern beehives to coop-
eratives in exchange for honey supplies from the 
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cooperatives’ members. Thus, honey farmers had 
several sources for obtaining modern beehives and 
accessories, including direct procurement (49.5 
percent). ARDO (using credit from the Debit Sav-
ings and Credit Institution and other development 
partners), Dimma, buyers and sources such as the 
Myzegzeg project, World Vision, the Catholic 
Church and the Ethiopian Orthodox Tewahido 
Church also supplied beehives and accessories for 
honey farmers (4.52 percent).

Large proportions of responding cooperative 
members and contract participants reported an 
increasing trend in honey sales from year to year. 
However, nearly 31 percent of the spot market 
users found a decreasing trend. These findings 
may imply that contracts and cooperatives have 
improved market access and reduced honey waste 
at the home level. Honey farmers also reported 
an increasing trend in their honey income, with 
cooperative members and contract participants reg-
istering larger increases than spot market operators. 

With regard to transaction characteristics 
(Table 6), contracting farmers were found to 
spend less time in searching for buyers and were 
better equipped with prior market information 
than those in the other groups. Contracting 
farmers also faced less risk of prices differing 
from their expectations, and the prices they 
obtained were better than those obtained by 
spot market operators. 

5.6 conclusIon
The study identified the three basic marketing 
channels that farmers employ to supply honey. 
It also found increased use of modern beehives 
among honey producers. Contracting honey 
producers were shown to have relatively large 
numbers of modern beehives and to transform to 
market-driven honey production by possessing 
modern beehives and replacing the traditional 
ones. Input and technology supply is largely from 
ARDO, but some honey buyers, processors and 

TABLE 4
socio-economic characteristics of beekeepers in tigray

variable sample mean contract cooperative spot market (base)

Men as % of sample
0.92

(0.01)
0.97 

(0.03)
0.86

(0.07)*
0.92 

(0.01)

Age in years
43.65
(0.62)

39.91
(1.53)**

43.18
(2.58)

44.08 
(0.70)

Household size
6.22

(0.11)
6.51

(0.40)
5.64

(0.40)*
6.23 

(0.11)

Illiterate as % of sample
0.46

(0.03)
0.34 

(0.08)*
0.46 

(0.10)
0.47 

(0.03)

At least primary education 
as % of sample

0.56
(0.03)

0.66
(0.08)*

0.54 
(0.10)

0.53 
(0.03)

No. of active family 
members in the household

2.53
(0.05)

2.51 
(0.22)

2.50
(0.24)

2.54
 (0.06)

Experience in years
7.34

(0.35)
7.71 

(1.19)
7.38 

(1.56)
7.29

 (0.37)

Land area in ha
0.86

(0.03)
0.95

(0.08)
0.89

 (0.11)
0.85 

(0.03)

Tropical livestock units
4.62

(0.21)
4.68 

(0.47)
4.44 

(0.89)
4.63 

(0.24)

Tropical livestock units  
5 years ago (recall)

4.30
(0.32)

4.52
(0.74)

4.20 
(0.82)

4.29 
(0.36)

Distance to asphalt road 
in km

21.39
(0.88)

29.79 
(3.03)***

32.07
(2.78)***

19.60 
(0.94)

Distance to Mekelle in km
71.80 
(2.13)

66.67
(6.94)

55.48
(5.54)**

72.52
(2.37)

No. of observations 395 35 28 332

* = significance at 10 percent, ** = 5 percent and *** = 1 percent levels.
Figures in parenthesis are standard errors. 
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religious and development institutions also pro-
vide modern hives and extracting technology to 
honey producers. 

The study indicated the positive production and 
economic gains that honey producers obtain from 
contract engagement. Honey producers under the 
contract scheme produced more white honey that 

TABLE 5
production and marketing characteristics of honey producers in tigray

variable sample mean contract cooperative spot market (base)

Traditional beehives 
1.44

(0.27)

0.89

(0.30)

1.43 

(1.07)

1.50 

(0.31)

Modern beehives
3.71

(0.33)

5.97

(1.43)**

2.29 

(0.34)

3.59

(0.35)

Modern beehives  
5 years ago (recall)

1.67

(0.12)

1.57 

(0.38)

0.96 

(0.39)

1.14 

(0.13)

White honey production 
in kg

22.45

(1.52)

47.40

(10.01)***

15.93 

(2.97)

20.37

(1.38)

Honey available for 
marketing in kg

27.24

(3.26)

43.71 

(3.72)*

15.61 

(2.93)

26.48 

(3.72)

Honey production per 
beehive in kg

7.61

(0.39)

9.82

(1.19)**

8.57 

(1.66)

7.29 

(0.43)

Honey income in Tsh
1 821

(196)

3 625 

(1 020)***

884 

(163)

1 710

(205)

Total household income  
in Tsh

8 888

(523)

10 940 

(1 827)*

7 302

(1 494)

8 806 

(578)

Average per capita income+ 3 271

(203)

4 059

(704)

2 660

(4 378)

3 239

(226)

No. of observations 395 35 28 332

* = significance at 10 percent, ** = 5 percent and *** = 1 percent levels.
+ = per capita income adult equivalent. 
Figures in parenthesis are standard errors 

TABLE 6
transaction characteristics for beekeepers in tigray

variable sample mean contract participants cooperative 
members spot market (base)

Searching time in hours 2.60 (0.12)
1.79 

(0.43)**
1.53 (0.49)***

2.78 
 (0.12)

% of respondents with prior 
market information 0.75 (0.02)

0.91 
(0.05)**

0.68
 (0.09)

0.74 
(0.02)

% of respondents paying 
commission 0.05 (0.01)

0.03 
(0.03)

0.04 
(0.04)

0.05 
(0.01)

% of respondents facing 
price risks 0.58 (0.02)

0.46 
(0.09)*

0.54 
(0.10)

0.60 
(0.03)

Travel to market in hours 1.66 (0.08)
2.01 

(0.34)*
1.66 

(0.48)
1.62 

(0.08)

No. of observations 395 35 28 332

* = significance at 10 percent, ** = 5 percent and *** = 1 percent level.

satisfied the demand of processors, buyers and 
consumers. Contracting results in higher produc-
tion because of the better access to technology 
and skill transfer. Moreover, the better conditions 
that contracts offer motivate honey producers to 
produce more for the market and reduce waste at 
different levels. 
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It is inferred from the study that contracting 
offers resources and better market conditions. The 
authors of this paper suggest that facilitating the 
conditions that favour contracting in rural Tigray 
may be considered as a way of upgrading the 
honey supply chain. Strengthening enforcement 
and standardizing institutions will also facilitate 
contracting schemes in rural Tigray. Minimizing 
side-selling by farmers by offering flexible and 
market-based agreements may also tighten the 
linkages between honey producers and contractors. 

The volumes of honey produced by cooperative 
members were less. Although changes in the use of 
modern hive have been realized in this group, pro-
duction and economic gains do not seem different 
from those of the spot market users. As confirmed 
in discussions with cooperative leaders, members 
lack commitment and there has been tendency for 
free-riding. Traceability problems also affect the 
revenue that cooperatives could generate from 
what they make available for the market. Many 
of the honey producing cooperatives in the study 
sites are not functioning properly and are in 
the process of re-establishment. Members see 
cooperative formation as simply a way of gaining 
access to a source of modern beehives and credit; 
and, once they acquire resources, members’ lower 
commitment to get their shares from the dissolu-
tion of the cooperative. 

The nature of the production system may also 
contribute to the poor performance of coopera-
tives. Traditionally, beehives are kept near homes 
or in backyards, promoting individual commit-
ment. However, cooperatives have apiary sites, 
which require frequent visits and follow-up, to 
which many cooperative members fail to commit. 
In addition, lack of space and use of pesticides 
around the apiary sites were reported to be 
impeding hive productivity. Therefore, improv-
ing members’ commitment, providing quality 
control devices and linking producers with pro-
cessors may strengthen cooperatives and improve 
their performance.

In sum, contracting is proved to be instru-
mental for honey production, sales and income, 
but care must be taken with these results as 
the numbers of contract and cooperative par-
ticipants contributing in the survey were too 
small to allow reliable conclusions. Conduct-
ing a survey at a larger scale may be useful in 
developing a fuller picture of the contributions 
of contracts to honey production and produc-
ers’ welfare in Ethiopia. As such studies are 
rare, it is difficult to establish a benchmark 
for comparing the marginal yield and welfare 
effects of contract participation. This study 
may therefore serve as a good reference for 
similar studies in the future.
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Introduction
Smallholder farmers in Africa account for more 
than 75 percent of primary agricultural produc-
tion. However, globalization and commercializa-
tion have brought revolutionary changes to agri-
cultural and food systems whereby the primary 
sector is characterized by increasingly integrated 
supply chains, and agricultural and food systems 
are becoming more science- and capital-intensive. 
Furthermore, rapid urbanization makes sup-
ply chains more complex and diverse as global 
agricultural markets are increasingly integrated 
and potentially riskier. It therefore follows that 
improving the efficiency of such systems will 
ensure that available natural resources are well 
used in a more responsible manner, while at 
the same time improving the incomes of those 
involved, especially small-scale farmers. 

These recent developments call for more efficient 
agrifood systems, which are critical to achieving 
FAO’s goal of a world without hunger. Improving 
the efficiency of such systems will ensure responsi-
ble use of available natural resources, improvement 

of incomes, reduction of food loss and waste, and 
delivery of products that are healthy and safe to 
eat. As agricultural systems continue to change and 
undergo modernization, the importance of enhanc-
ing support to these systems is increasing. 

Recent years have witnessed global efforts to 
reduce food loss and waste. Through its SAVE 
FOOD initiatives, and in close collaboration with 
other partners, FAO is taking a leading role in 
these efforts. Experience gained over the years 
has shown that enhancing efficiency along the 
whole food value chain is key to reducing food 
loss and waste, improving quality and safety and 
increasing incomes for stakeholders, including 
farmers. Efficiency has equally important benefits, 
including reducing the excessive use of natural 
resources along the food value chain. It is there-
fore evident that enhancing the efficiency of the 
agricultural food sector in Africa, especially sub-
Saharan Africa, will make significant contributions 
to the sustainable development of the continent. 
This section comprises six papers covering differ-
ent aspects of efficiency. 

Part 2

Enabling more efficient food  
and agricultural systems
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Abstract
Inefficient pricing of natural resources contrib-
utes to their overutilization and exacerbates the 
resource constraints that escalate input costs. It 
is now realized that the introduction of innova-
tive financing mechanism such as payments for 
environmental services (PES) has the potential to 
promote efficient resource use through better pric-
ing of ecosystem services. Based on a population 
in Bungoma, western Kenya, the study selected a 
sample of 144 households living upstream of the 
Kuywa River watershed, which is a tributary of 
the Nzoia River that flows from Mount Elgon 
to Lake Victoria. The sample was selected using 
a combination of spatial sampling, stratified sam-
pling and simple random sampling techniques. 
Data were collected from literature review, key 
informant interviews, focus group discussions and 
a structured questionnaire that was administered 
face-to-face by trained enumerators. A contingent 
valuation sequential bidding process was applied 
to elicit willingness-to-accept-payment (WTA) 
data. Using maximum likelihood estimators with 
interval data, bids were modelled and the mean 
WTA was obtained. The study concluded that PES 
is a viable self-sustaining financing mechanism for 
improved agricultural production because it sup-
ports the organization of communities to develop 
mutually acceptable contractual agreements and 
finance investments in improved production prac-
tices. The study recommends that policy-makers 
harness demonstrated community commitment to 
set up sustainable PES schemes that will contribute 
towards improving the production and productiv-
ity of smallholder farming systems and promote 
greater inclusiveness and competitiveness in this 
watershed and similar ones in the Mount Elgon 
ecosystem and elsewhere in Kenya. Given the 

right conditions, such systems can be replicated 
elsewhere in the world.

Keywords: payment for environmental services 
(PES), contingent valuation, willingness to accept 
payment (WTA), input costs

6.1 IntroductIon
Smallholder agricultural production constitutes a 
significant proportion of the economy of develop-
ing countries (UNCTAD, 2011). It is estimated 
that 70 percent of the world’s poor who live in 
rural areas depend on agriculture as their main 
source of income and employment (World Bank, 
2016). The importance of the agriculture sector 
in Kenya remains unchallenged. It provides liveli-
hoods for about 80 percent of the population, most 
of whom are subsistence farmers in rural areas. 
The sector contributes about 24 percent of Kenya’s 
GDP directly and another 27 percent indirectly 
through sectoral economic linkages, and accounts 
for 65 percent of the country’s export earnings 
(Government of Kenya, 2012). Smallholder agri-
culture, characterized by subsistence production, 
produces more than 65 percent of total agricultural 
output (Government of Kenya, 2010). Growth 
in the agriculture sector is highly correlated with 
growth in other sectors of the economy; agricul-
ture’s performance therefore affects that of the 
whole economy. However, the sector faces great 
challenges attributed to worsening poverty levels 
and a declining financial and natural resource base, 
which need to be addressed to reverse the situation.

As in other developing countries, Kenya faces 
two main interrelated challenges of poverty and 
hunger. One of the main factors contributing to 
this situation is low agricultural productivity, 
which is caused at the farm level by land degrada-
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tion resulting from increased population pressure, 
erosion, water scarcity and the breakdown of 
traditional systems for maintaining soil fertility 
(UNCTAD, 2011). At the macro level, the poor 
performance of the sector has been attributed to 
misallocation of investments and underinvest-
ment, poor infrastructure, limited access to credit 
and the high costs of inputs, among other factors 
(FAO, 2007). The high costs of inputs such as fer-
tilizer have made them inaccessible to smallhold-
ers, who are resource-poor and operate below 
their potential. Kenya’s development efforts are 
currently focusing on financing smallholder farm-
ing. However, the use of credit – envisaged as a 
means of promoting technology transfer and the 
use of recommended farm inputs, and essential for 
agricultural development – has been inadequate 
(Government of Kenya, 2012). Smallholder agri-
culture does not exhibit effective demand for 
credit, and funding therefore requires means 
other than the competitive market (Nyikal, 2007).

Food security refers to a situation where all 
people, at all times have physical and economic 
access to sufficient, safe and nutritious food to 
meet their dietary needs and food preferences for 
an active and healthy life (Government of Kenya, 
2011). Kenya is food-insecure, with more than 
10 million people suffering chronic food insecurity 
and between 2 and 4 million requiring emergency 
food assistance, depending on the season (Gov-
ernment of Kenya, 2011). Food insecurity also 
occurs in areas of high agricultural potential, 
where it is caused by a combination of lack of 
information and failed infrastructure (FAO, 2007) 
coupled with increased environmental degradation 
(UNCTAD, 2011). Natural ecosystems provide 
rural households with food, fuel and medicine, 
among other benefits. These systems are being 
systematically degraded and destroyed, and their 
regenerative and strategic productive capacity is 
being jeopardized, thereby contributing to food 
insecurity. The Government of Kenya is commit-
ted to addressing this problem by focusing efforts 
on building self-reliance, which will go a long way 
in reducing chronic food insecurity. 

To achieve self-reliance, smallholder farmers 
must increase their agricultural productivity. Low 
yields occur because of technical constraints that 
prevent local food producers from increasing 
productivity, or because of economic reasons 
arising from market conditions. Farmers may not 
have access to the technical knowledge and skills 
required to increase production, the finances 
required to invest in higher production (e.g. 

irrigation, fertilizer, machinery, crop protection 
products and soil-conservation measures), or the 
crop and livestock varieties that maximize yields. 
Expanding output and farm productivity is there-
fore hampered by rising input costs, among 
other supply side constraints. Poor develop-
ment and weak performance of rural agricultural 
input markets accounts for the low productivity 
of smallholder farmers. Increasing input costs, 
coupled with production losses occasioned by 
poor post-harvest handling, mean that farmers 
are not profiting from higher food prices (UNC-
TAD, 2011). In this context, adopting industrial 
agriculture that is highly dependent on external 
inputs places smallholder farmers in a situation 
of extreme vulnerability. The upshot is deepening 
poverty and destitution for most rural dwellers 
and the failure of the farm sector to contribute to 
food security and poverty reduction in a mean-
ingful way.

The link between agricultural production and 
environmental conservation provides a way of 
attaining food security. Increases in production are 
constrained more than ever by the finite resources 
provided by the earth’s land, oceans and atmos-
phere (Conway, 1999). In the past, the primary 
solution for increasing agricultural productivity 
was to bring more land under agriculture and to 
exploit new fish stocks. However, with increased 
competition for land from other human activities 
this is an increasingly unlikely and costly solution, 
particularly if protecting biodiversity and the pub-
lic goods provided by natural ecosystems (such as 
carbon storage in rainforests) are given higher pri-
ority (Balmford, Green and Scharlemann, 2005). 
Thus, the most likely scenario is that more food 
will need to be produced from the same amount 
of (or even less) land.

6.2 AgrI-envIronmentAl 
mAnAgement

To feed a burgeoning population on a diminishing 
supply of land puts global demand for agricul-
tural land on a collision course with environmental 
conservation goals (Godfray et al., 2010). FAO 
estimates that a 70 percent increase in food pro-
duction is needed to feed a projected population of 
9.1 billion people by 2050 (FAO, 2009). However, 
agricultural expansion and intensification threaten 
environmental goods and services (Millennium 
Ecosystem Assessment, 2005), and could therefore 
undermine efforts to meet future food demands 
(Vorosmarty et al., 2010) while also affecting liveli-
hoods and health (Foresight Programme, 2011). 
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Therefore, these food production goals have to 
be met in ways that alleviate poverty, improve 
nutrition and conserve the environment. This 
brings to the fore the urgent requirement for 
curbing the negative effects of food production on 
the environment (Tilman et al., 2001; Millennium 
Ecosystem Assessment, 2005). A threefold chal-
lenge now faces the world (von Braun, 2007): to 
match the rapidly changing demand for food from 
a larger and more affluent population to the supply 
of food; to do so in ways that are environmentally 
and socially sustainable; and to ensure that the 
world’s poorest people are no longer hungry. This 
challenge requires changes in the ways in which 
food is produced, stored, processed, distributed 
and accessed.

One of the main concepts to emerge as a way 
of linking ecosystems to human welfare is that 
of ecosystem/environmental goods and services 
(CRA, 2006; Daily and Matson, 2008; Fisher and 
Turner, 2008). Constanza et al. (1997) define 
ecosystem services as “ecosystem goods (such 
as food) and services (such as waste assimila-
tion) which represent the benefits that human 
populations derive, directly or indirectly, from 
ecosystem functions”. For the Millennium Eco-
system Assessment, ecosystem services are simply 
the benefits that people obtain from ecosystems. 
These two definitions capture the general notion 
of ecosystems as benefiting human populations. 
Categories of ecosystem service include provi-
sioning services, such as food, water, pharma-
ceuticals and energy; regulating services, such 
as carbon sequestration and climate regulation, 
waste decomposition and detoxification, water 
and air purification, crop pollination, pest control 
and disease control; supporting services, such 
as nutrient dispersal, seed dispersal and primary 
production; and cultural services such as intellec-
tual, cultural and spiritual inspiration, recreational 
experiences, including ecotourism, and scientific 
discovery (Wunder, Engel and Pagiola, 2008; Mil-
lennium Ecosystem Assessment, 2005). 

In contrast to the traditional conservation 
paradigm, in which material stocks (forests, trees 
and wildlife) are regarded as the primary target of 
conservation, the concept of ecosystem services 
broadens the goals of conservation to capture the 
services mentioned in the previous paragraphs. 
Over the years, both academics and conserva-
tion practitioners have been grappling with the 
question of how, and in what types of environ-
ment, can ecosystem services be enhanced and 
maintained? In response to this question, some 

scholars, such as Scherr and McNeely (2008), 
have argued for extending the thinking about 
environmental conservation by going beyond 
protected areas to encompass socio-ecological 
systems as a way of conserving and sustaining 
ecosystem services (Batary et al., 2011; Zwaan 
and Goverde, 2010). These scholars assert that 
conservation of natural resources cannot rely on 
protected areas alone, as maintenance of ecosys-
tem services requires new strategies for manag-
ing entire landscapes, including land reserved 
for production (Batary et al., 2011). Agricultural 
environments, in particular, have emerged as the 
most important focus of this new conservation 
debate. For example, Batary et al. (2011) draw 
attention to the fact that “more than half of 
the earth’s surface is moulded by agriculture, 
so the contribution of agriculture is critical for 
successful long-term conservation” (Amdur et 
al., 2011). This shift towards agri-environmental 
management implies that agricultural areas must 
be viewed as multi-functional landscapes that do 
not produce only food and fibres, but also vari-
ous ecosystem services that society is demand-
ing (Milestad, Ahnstrom and Bjorklund, 2011; 
Salazar-Ordonez and Sayadi, 2011).

Agri-environmental initiatives aim to reduce 
the environmental risks associated with modern 
agriculture and preserve nature or deliver a range 
of ecosystem services while at the same time 
improving the livelihoods of farmers (Scherr and 
McNeely, 2008; Dumanski et al., 2006). The idea 
of addressing environmental risks on farmland 
has drawn considerable attention to the reha-
bilitation of degraded lands (Morse, 2007; Daily 
and Matson, 2008). It implies reducing inputs 
such as fertilizers and pesticides and preventing 
land abandonment, soil erosion and biodiversity 
loss (Latacz-Lohmann and Hodge, 2003). Con-
servation/sustainable agriculture is one of the 
agri-environmental measures that aim to reduce 
environmental risks (through minimum tillage, 
reduced farming inputs, agroforestry practices, 
etc.), while improving the productivity of farm 
plots (Dumanski et al., 2006; Prosperi et al., 
2011). This is deemed vital for enhancing both 
livelihoods and ecosystems to achieve the goals 
of sustainable development. It improves the avail-
ability of ecosystem goods such as food, timber, 
fibres and biomass energy that are critical for 
rural livelihoods, and at the same time allows land 
users to avoid deforestation and other land uses 
that have deleterious effects on ecosystem services 
(Dailey, 1997). 
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(OECD, 2012). These demographic and socio-
economic shifts and associated lifestyles imply 
consumption patterns that will have significant 
consequences for the environment. The degrada-
tion of the natural resource system is expected 
to continue to 2050, with the risk of irreversible 
changes that could endanger two centuries of 
future generations (OECD, 2012). However, the 
benefits people derive from ecosystems are not 
given adequate consideration in development deci-
sions, because they are not captured in the current 
economic model and system of national accounts. 
It has been argued that this lack of accounting 
leads to the overexploitation or destruction of 
natural resources rather than their sustainable 
and efficient use (Aronson et al., 2010). In many 
developing countries, it has been found that inef-
ficient pricing of natural resources contributes in 
no small way to the perpetuation of practices that 
lead to overutilization of natural resources and 
exacerbate the resource constraints that escalate 
input costs and exclude poor households from 
participation in the rural economy.

Agriculture’s role in the provision of ecosys-
tem services depends critically on the incentives 
available to farmers. Such incentives currently 
tend to favour the provision of conventional out-
puts such as food and fibre over that of the envi-
ronmental services that are generally produced 
jointly with these outputs (FAO, 2011). Recently, 
efforts to mainstream the environment and natu-
ral resource management into policy frame-
works are increasing (UNEP, 2008). Awareness 
of and interest in the possibility of integrating 
market-based mechanisms as additional sources 
of funding and incentives for natural resource 
management are growing (Wunder, Engel and 
Pagiola, 2008), as is the belief that incentive-
based approaches can support an integrated eco-
system approach to achieve improved natural 
resource management (Baijukya, 2008; Buerli, 
2008). Payment for environmental services (PES) 
programmes are an effort to ensure that the 
incentives are right by sending accurate signals 
to both providers and users that reflect the real 
social, environmental and economic benefits that 
environmental services deliver. It is now realized 
that the introduction of innovative financing 
mechanisms such as PES has the potential to pro-
mote efficient resource use through better pricing 
of ecosystem services and to make inputs more 
affordable, thus enhancing smallholders’ access 
to the means of production they need to expand 
production and improve livelihoods.

Through changes in land use and production 
systems, agricultural producers can provide a 
better mix of environmental services, enhancing 
the provision of these services to meet society’s 
changing needs. However, managing land eco-
systems is difficult because of the public good 
characteristics of the services they provide. Public 
goods cannot be supplied in sufficient quantities 
by individuals acting in their own self-interest. 
When the benefits of an environmental service 
accrue mainly to the individual owner, as is the 
case of farm produce, private markets are likely to 
work relatively well in stimulating service provi-
sion (Gomez-Baggethun, 2011), but when the 
benefits flow to all and access cannot be denied to 
anyone – such as in water purification or climate 
stabilization – a mismatch arises between public 
interests and the interests of the resource manager 
(Jack, Kousky and Sims, 2008). This difference 
in private and social benefits, or the problem of 
externalities, results in a classic market failure 
and individuals will tend to provide too little of 
the environmental service. A Coasian solution to 
land use externalities has gained popularity and 
proposes aligning private and social costs through 
conditional payments from those affected by the 
externality to the landholder (Engel, Pagiola and 
Wunder, 2008). Watershed contexts are believed to 
fit better with the Coasian upstream–downstream 
externalities framework, as they can capitalize on 
the production of straightforward externalities 
(water services) and the generation of relatively 
low transaction costs by adding environmental 
service payments to financing structures already 
established by local water utilities (Kosoy et  al., 
2007). This situation has prompted research into 
the potential of introducing local payments for 
watershed services and the prospects they offer 
for securing long-term ecosystem protection 
(Ortega-Pacheco, Lupi and Kaplowitz, 2009; Por-
ras, Grieg-Gran and Neves, 2008; Southgate and 
Wunder, 2007).

6.3 PAyment For envIronmentAl 
servIces

The degradation of natural resource systems is 
rapidly reducing development opportunities, 
heightening risks, and therefore threatening future 
human well-being, especially for poor and vulner-
able populations (Sommerville et al., 2010). By 
2050, the earth’s population is expected to increase 
to more than 9 billion people, and the world econ-
omy is projected to nearly quadruple, resulting in 
growing demand for energy and natural resources 
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From an economic perspective, PES provides 
a market-based approach for achieving environ-
mental outcomes by providing a way of internal-
izing economic externalities (Turner and Daily, 
2008). The concept of PES is premised on a theo-
retical background that stems from neoclassical 
environmental economics (Pearce and Turner, 
1990; Perman et al., 1999), where environmental 
dilapidation is attributed to the constant inability 
of markets to internalize environmental externali-
ties, and to free-riding brought on by the public-
good nature of ecosystem services. Hence, the 
PES philosophy argues for the internalization of 
environmental externalities through the creation 
of environmental service markets or quasi-mar-
kets. Van Hecken and Bastiaensen (2010) say that 
the explicit focus on positive externalities results 
in a shift from the polluter pays principle to a 
beneficiary pays principle (Pagiola, Landell-Mills 
and Bishop, 2012; Pearce, 2004) or a provider gets 
principle (Hubermann and Leipprand, 2006). The 
land user is now seen not as a polluter, but as a 
service provider who is presented with an oppor-
tunity to add an environmental service to her/his 
production portfolio, either as a joint product of 
other goods or as a service that is independently 
generated. 

The PES approach is being hailed worldwide 
as an innovative conservation tool for providing 
an efficient and sustainable solution to environ-
mental problems (Pagiola, Zhang and Colom, 
2010; Pattanayak, Wunder and Ferraro, 2010; 
Engel, Pagiola and Wunder, 2008; Goldman, 
Thompson and Daily, 2007). Broadly speak-
ing, it is a policy instrument premised on the 
principle that communities that are in a position 
to provide environmental services should be 
compensated for the costs of their provision, 
and that those who benefit from these services 
should pay for them, thereby internalizing the 
benefits. It involves the transfer of monetary 
resources directly to service providers, in this 
case farmers, in exchange for a land-use or 
management practice that increases or secures 
the provision of an environmental service. PES 
is based on the idea that sustainable resource 
management generates environmental services 
and that beneficiaries of these services may 
be willing to pay for them. The most widely 
applied definition of PES, given by Wunder 
(2005), refers to it as “a voluntary transaction 
in which a well-defined environmental service 
(ES), or a land-use likely to secure that service, 
is being bought by at least one well defined ES 

buyer from a defined ES provider if and only if, 
the ES provider secures ES provision”. 

Gross-Camp et al. (2010) consider PES as 
a tool to supplement regulatory government 
approaches to sustainable land management. 
PES is distinguished from other conservation 
approaches because of its direct targeting of con-
servation and its provision of an incentive for 
the adoption of sustainable land-use or resource 
conservation practices. Recognizing PES as an 
appropriate tool for addressing environmental 
problems, Pagiola, Zhang and Colom (2010) 
provide three factors that make PES particularly 
attractive: i) it can be implemented as a develop-
ment programme that has the ability of generat-
ing its own finance; ii) it can be economically 
efficient, as efforts can focus on areas where the 
benefits of conservation are highest and the costs 
lowest; and iii) it can be more sustainable in the 
long term, as it relies more on self-interested 
users. The PES approach takes the lead in striv-
ing to attain both the goals of poverty reduction 
and environmental nourishment. Proponents of 
PES argue that compensating land users for eco-
system services will encourage markets to con-
sider such services in decision-making processes, 
thereby increasing the chances of arresting land 
degradation and other environmental problems 
such as erosion and floods (Pagiola, Arcenas and 
Platais, 2005). However, some authors caution 
that PES should not be taken as a panacea for 
all conservation problems (Engel, Pagiola and 
Wunder, 2008), and should be seen as playing a 
complementary role to other instruments rather 
than being a substitute. 

Nevertheless, PES policies represent a 
growing trend in conservation policy, and in 
situations of high environmental concern and 
limited financial resources, PES schemes can 
generate additional alternative resources, allo-
cate funds to environmentally friendly man-
agement practices and sustainable production 
patterns, create incentives for investments, and 
increase the involvement of the private sector 
in environmental protection (WWF, 2012). By 
altering the private incentives to induce desired 
outcomes, PES schemes offer a direct method 
of achieving environmental outcomes that is 
possibly more equitable than other approaches. 
Although the concept of PES is still not well 
understood and the demand for environmen-
tal service compensation is still rudimentary, 
PES has the potential to contribute to natural 
resource conservation, inject sustainable fund-
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ing for protected areas and improve rural 
livelihoods (World Bank, 2004). This warrants 
greater understanding of PES as a management 
tool, its mainstreaming into decision-making, 
and sound implementation of the required poli-
cies and actions.

6.4 the study
Towards the ends described in the previous 
section, a study was carried out in the River 
Kuywa catchment in western Kenya to explore 
the possibility of using PES to encourage land 
improvement and achieve landscape conservation 
effects and improved land productivity. The study 
examined the socio-economic and demographic 
characteristics of farmers, and the environmental 
and land-use challenges that they face, with a view 
to determining whether PES would be a feasible 
financing mechanism to support improved pro-
duction and productivity.

The overall objective of the study was to 
evaluate households’ willingness to accept pay-
ment (WTA) for the provision of environmental 
services. Specifically, the study examined:

1. the socio-economic and demographic char-
acteristic of the farmers;

2. the extent of each household’s WTA as an 
incentive for the provision of environmental 
services;

3. the variables that influence households’ 
WTA for the provision of environmental 
services.

The results of the study will inform policy- 
and decision-makers in Kenya on the possibil-
ity of introducing a PES scheme as a financing 
mechanism to contribute towards improving 
the production and productivity of smallholder 
farming systems and promote greater inclusive-
ness and competitiveness.

methodology
The main pollutant in the waters of the River 
Kuywa was found to be soil and chemicals from 
agricultural production (KUWRUA, 2008). 
This study was motivated by the need to reduce 
these pollutants and thereby improve the water 
supplied to urban dwellers in Bungoma town. 
Based on a review of the literature on watershed 
PES, the study developed a hypothetical PES 
scheme in which farmers in upstream sections 
of the River Kuywa watershed would be paid 
to increase the supply of environmental services 
– specifically water quality and quantity – to 

urban users. It hypothesized that the money 
paid by urban users would provide finance 
that the farmers would use to invest in inputs 
to support the implementation of sustainable 
agriculture. These developments would, in turn, 
increase and sustain the supply of the environ-
mental services while increasing productivity 
per unit area of land. To ensure the continued 
provision of the environmental services, a con-
tractual arrangement would be worked out 
between the providers and beneficiaries of the 
environmental services. The use of in-kind pay-
ments would also ensure that the interventions 
implemented by the farmers would deliver the 
desired environmental services. 

In selecting a local PES confined to a specific 
watershed, the study made it possible to moni-
tor and take into account any external factors 
that may affect provision of the environmental 
services. Respondents were therefore drawn from 
the upstream section of the watershed.

sampling procedures
To generate the sampling frame, a Geographic 
Information System (GIS) was used to delineate 
the watershed area of the Kuywa River and the 
sampling frame was the list of households living in 
this delineated area based on the Kenya National 
Population Census 2009 (KNBS, 2010). Using 
catchment maps provided by the Lake Victoria 
North Water Resources Management Author-
ity overlaid on a GIS map with administrative 
boundaries, all the sub-locations (the smallest 
administrative unit) that fell within the watershed 
were listed. Using a random sampling technique, 
six sub-locations were selected for inclusion in 
the study. As sub-locations vary in size and 
population, the selection of sample households 
was based on a spatial sampling technique with a 
systematic unaligned pattern (McCoy, 2005). For 
each sub-location, random sampling points (RSPs) 
were calculated in each cell using ArcGIS tools to 
guarantee a good spatial representation of the sam-
ple set. Each RSP represented a survey respondent 
and GIS coordinates were provided to identify 
each respondent on the ground. Some RSPs fell 
on spots where there was no household, such as 
on the sites of churches or market places. Reserve 
RSPs were generated to replace these ineligible 
ones. The minimum sample size was determined 
following the methodology specified by Kothari 
(2004). The formula for determining the sample 
size was n = (z2pq)/e2, where n is the desired 
sample size; z = 1.96, the standard variant at the 
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required confidence level; p = 0.5, the proportion 
in the target population (potential landowners); 
q = 1-p; and e is the acceptance error of 8.95. 
This gave a sample size of 120. To compensate 
for points that fell in ineligible areas, another 30 
respondents were added, bringing the sample size 
to 150. During the data collection exercise, six 
points were found to be ineligible, so data were 
collected from 144 respondents.

data collection method
The contingent valuation method is a widely 
accepted survey-based approach for measuring 
non-market values of environmental services 
(Cummings, Brookshire and Schulze, 1986; 
Mitchell and Carson, 1989; Hahnemann, 1994). 
The underlying assumptions are that: i) people 
have true preferences for all kinds of environmen-
tal goods and services; and ii) people are able to 
transform these preferences into monetary value 
(Hoevenagel, 1994). On the basis of these assump-
tions, respondents were given descriptions of the 
proposed hypothetical scenario or environmental 
change that would alter environmental quality, 
or the provision of a public good or service, and 
asked to express in monetary units the minimum 
compensation they would demand, which was 
expressed in terms of their WTA for a negative 
change or loss of access. With this background, a 
questionnaire was developed to collect informa-
tion on respondents’ reaction to the hypothetical 
PES scenario, with a sequential bidding exercise 
(double-bounded) used to elicit responses. These 
responses were complemented by information 
collected through key informant interviews and 
focus group discussions.

To obtain respondents’ WTAs, each respond-
ent i was given a different initial bid (Bi

1) and 
asked whether he/she would be willing to 
accept this amount or not. Depending on her/
his response, a follow-up bid – which was 
higher or lower – was proposed.31 Therefore, 
for each respondent there was an initial bid 
(Bi

1) and a follow-up bid (Bi
L) or (Bi

U), where 
(Bi

L) < (Bi
1) < (Bi

U). Each respondent was 
given a random initial bid. Regardless of the 
type of observation, the data were stored in a 

31 In a WTA survey, the follow-up bid is lower if the first 
bid was accepted and higher if the first bid was rejected. 
Conversely, for a willingness to pay survey, the follow-
up bid is higher if the response to the initial bid was yes 
and lower if the first bid was rejected.

dataset in which the two dependent variables 
(Lowerbound and Upperbound) were used as 
the end points of the interval. If the data were 
left-censored, the lower end was -∞ and repre-
sented by a missing value in Lowerbound; and 
if the data were right-censored, the upper end 
was +∞ and represented by a missing value in 
the Upperbound. The bid data collected in this 
study were organized and entered.

data analysis techniques
The ultimate goal in this contingent valuation 
study was to estimate a WTA measure. Two broad 
modelling approaches were applied to analyse the 
contingent valuation survey data: i) models relat-
ing the yes/no responses to the monetary stimuli 
that induced respondents’ qualitative measures 
of the value; and ii) models directly relating 
threshold bid values to estimate the actual WTA. 
Models in this second category are based on 
econometric tools developed for the analysis of 
interval-censored data. 

Interval-censored data means that a random 
variable of interest – in this case the specific 
amount the individual is willing to pay/accept – is 
not observed exactly, but is known to lie within 
a given interval. Manski and Molinari (2010) 
point out that these intervals are more com-
mon in daily communication than is ordinarily 
thought because when a respondent is asked to 
report a point, she/he sometimes rounds it to 
describe a sentiment that is really an interval. The 
double-bounded contingent valuation data can 
be organized in left-censored, right-censored and 
interval-censored dataset formats. In the WTA 
case, respondents who give a “yes, yes” reply are 
left-censored, those who give a “no, no” response 
are right-censored, and those with a “no, yes” or 
“yes, no” response fall within an interval. Using 
maximum likelihood estimators with interval 
data, the bids were modelled and the mean WTA 
was obtained. 

The WTA/willingness to pay (WTP) is mod-
elled mathematically as: 

Let 
y = Xβ +ε........................................................(1)

where y represents continuous outcomes underly-
ing the latent variable; X represents the observed 
variables; β represents population parameters; 
and ε represents the error term.

The likelihood function is represented in 
equation 2:
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where ϴ is the standard cumulative normal; 
wi is the weight for the ith observation and 
wi  = 1; i€P are point data observations; i€L are 
left-censored data observations; i€R are right-
censored data observations; and i€I are interval 
data observations.

The model assumes normal distribution of 
the error term ε. For observations i€P the yi 
(point data) are observed; observations i€L are 
left-censored (all that is known is that the unob-
served yi is less than yLi – i.e. is a censoring value). 
Observations i€R are right-censored (all that is 
known is that the unobserved yi is greater than 
or equal to yRi – i.e. a censoring value). Observa-
tions i€I are interval (all that is known is that the 
unobserved yi is in the interval [y1i and y2i]). In 
this study, the analysis of empirical contingent 
valuation data applied equation 1 to estimate the 
mean WTP/WTA.

6.5 results And dIscussIon
For PES to be viable there must be a valuable envi-
ronmental service that is being degraded or whose 
degradation is imminent, and stakeholders who 
perceive, or can be made aware of, both the value of 
this service and the threat to it. It must also be pos-
sible for actions by defined individuals or groups to 
mitigate the threats or prevent degradation. 

From information collected through key 
informant interviews and focus group discus-
sions, the study established that watershed 
management is socially important to the com-
munity because community members are very 
dependent on agriculture, including arable crop 
farming, and require clean water for household 
use and livestock. The study results indicate that 
although respondents received more than suf-
ficient water for their use, the water was of poor 
quality. During wet seasons, the water available 
is very turbid and unsuitable for human use. 
The poor quality of the water has led to per-
sistent waterborne diseases such as cholera and 
typhoid. This situation has been attributed to 
increased human activities and poor agricultural 
practices in the River Kuywa watershed, which 
have resulted in rapid deforestation and the 
encroachment of riverbanks/wetlands leading 
to rampant soil erosion. The soils in the area 
are very fertile and have attracted increased 

agricultural activity, which is the main source 
of income. However, with increased population 
pressure on the limited land resources, coupled 
with a lack of alternative sources of income in 
rural areas, and limited awareness of improved 
land management practices, it is expected that 
these fertile soils will be lost to erosion, as dem-
onstrated by the low productivity already being 
experienced. The magnitude of these problems 
has led to increasing poverty and food insecurity 
among riparian communities, deteriorating envi-
ronmental conditions and continued depletion 
of watershed natural resources.

socio-economic and demographic 
characteristics of respondents
Of the 144 survey respondents, 42.1 percent were 
men and 57.9 percent women. The demographic 
characteristics of respondents are believed to affect 
their responses. An examination of these showed 
that respondents ranged from 18 to 86 years of 
age, with an average age of 41 years. They had an 
average household size of six people, ranging from 
one to 13. These findings indicate that the majority 
of people living in the study area are middle-aged 
and have relatively large families compared with 
the county average of 5.31 people per household 
(KNBS, 2010). Most respondents had some years 
of formal education: those with primary educa-
tion accounted for 51 percent of the total; those 
with secondary education 37.2 percent; those with 
technical education 1.4 percent; and those reach-
ing university level 4.8 percent. Only 5.5 percent 
of the respondents had no formal schooling. 
The main occupation, and therefore the main 
source of income, was farming for 85.5 percent 
of total respondents. The remaining respondents 
were petty traders/artisans (9.7 percent) or casual 
labourers (4.8 percent). 

Income level has been predicted to affect farm-
ers’ land-use choices. Farmers in the survey had a 
mean income of approximately US$149 per year. 
The average income from farming activities was 
approximately US$102 per year and that from 
off-farm activities was approximately US$46. 
These findings are consistent with reports that 
the area suffers high unemployment (KNBS, 
2010) and the low farm income could indi-
cate poor farming methods and/or poor soils, 
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both indicators of land degradation. Post-harvest 
losses of farm produce also contribute to low 
farm incomes. The evidence points to a very high 
level of poverty with these reported earnings 
translated into US$0.06 per person per day, which 
is far less than a dollar a day.

Land is an important factor of production in 
rural economies and therefore land size, tenure 
and other variables affecting land are critical to 
any PES scheme. The study examined the land 
use characteristics of the respondents and found 
that they had an average of 3.4 acres (1.4 ha) of 
land, ranging from 0.25 (0.1 ha) to a maximum 
of 24 acres (10.1 ha). Respondents had lived on 
their farms for periods ranging from one to 62 
years, with an average of approximately 17 years. 
Land tenure is an important factor that has been 
found to affect the decision to participate in land 
management schemes (Kosoy et al., 2007). The 
land tenure upstream differed among respondents, 
with individual tenure accounting for 52.8 percent 
of respondents; family land 33.3 percent; commu-
nity land 3.5 percent; and squatting 10.4 percent. 
These findings indicate that slightly over half 
of the participants had secure rights to the land 
they lived on, and were occupying land that they 
owned on a permanent basis. This ownership is 
expected to affect their decision to participate in 
a hypothetical PES scheme, as farmers need to 
be able to guarantee their ability to provide the 
environmental service before they can participate 
in a PES scheme. 

The study examined the level of awareness 
of the respondents and also whether they were 
already carrying out any conservation activities on 
their farms to improve soil fertility. The majority 
(89.4 percent) were aware of the need to conserve 
soils, but only 56.4 percent were carrying out 
conservations activities on their farms. Those who 
do not carry out these activities gave various rea-
sons including insufficient labour (12.4 percent), 
insufficient finances (5.5 percent), insufficient land 
(4.1 percent), lack of profits from conservation 
(2.8 percent) and lack of awareness (18.8 percent). 
Despite the high awareness of environmental con-
servation within the watershed only 4 percent of 
respondents had heard of trade in environmental 
services in any of its forms. 

The policies of the Government of Kenya for 
managing natural resources provide an enabling 
policy and institutional environment for the estab-
lishment of PES schemes. At the community level, 
high levels of community organization are also 
required to facilitate the development of mutually 

acceptable contractual agreements. Group mem-
bership is important because it is through groups 
that extension services/public awareness exercis-
es are provided, rather than through individual 
home visits. Experience of working in groups also 
makes it easier to form the institutional frame-
work required for community participation in PES 
schemes because these schemes are based on the 
concept of working in groups. The study reviewed 
respondents’ participation in voluntary groups and 
found that of the 144 respondents, 90 (62.5 percent) 
were members of at least one group while 54 (37.5 
percent) did not belong to a group. However, dur-
ing discussions with respondents, it was determined 
that the community understood the gravity of the 
environmental challenges they faced and the need 
to work together to address them. 

Willingness to accept payment
After describing in detail the PES concept to the 
respondents, they were asked if they would be 
willing to participate in such a scheme. Of the 
total, only 67 percent (97) of the respondents 
agreed to participate. Their reasons for selecting to 
participate included: i) to derive monetary benefits 
for themselves (57.6 percent); ii) to address conser-
vation as an important issue (60.4 percent); iii) to 
use land they could not use for other purposes (2.8 
percent); (iv) to ensure environmental services for 
themselves (1.4 percent); and v) to provide environ-
mental services to downstream users (2.1 percent). 
The 33 percent (47) of respondents who declined 
to participate gave various reasons including: i) 
they lacked land (13.9 percent); ii) schemes would 
not benefit them financially (16.7 percent); and 
interventions would have no effect on the water in 
the Kuywa River (1.4 percent). However, looked 
at in relation to the land tenure situation, it can 
also be concluded that with only 51 percent of 
the respondents having secure tenure, it could 
be expected that only about the same proportion 
would be willing to participate because they are 
the only ones who can guarantee the provision of 
services through their landownership. The study 
looked at the factors and perceptions that affect 
the decision to participate in a PES scheme similar 
to the one being described, and Table 7 shows 
the findings.

These results show that education level, percep-
tion of water quantity, land size and farm income 
were statistically significant. As the level of educa-
tion increases, the likelihood of participating in the 
scheme also increases. This correlation is attrib-
uted to the fact that education increases the ability 
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to understand the scheme and its benefits and so 
increases the likelihood of participation. For water 
quality, the perception of it as poor increases the 
likelihood of participating because respondents 
with this perception have identified water quality 
as a problem that requires action to resolve. Land 
size has a positive relationship with the decision to 
participate, as the area of landholding increases it 
is expected that the farmer becomes more willing 
to commit to the scheme. The negative relation 
between farm income and participation in the PES 
scheme indicates the higher ranking of economic 
considerations over social and environmental ones 
in the farmers’ decision-making process. Farm-
ers making a higher income from their farming 
activities are less likely to want to participate in a 
PES scheme.

From the contingent valuation bids, a sum-
mary of the responses based on the initial bid only 

(because the second bid depends on the first) is 
displayed in Tables 8 (with one follow-up bid) and 
9 (with two follow-up bids).

The respondents who provided two positive 
responses make up 17.5 percent of the population; 
those who provided two negative responses make 
up 71.1 percent; 6.2 percent fell in the “yes, no” 
category and 5.2 percent responded “no, yes”. Of 
the 71.1 percent left-censored responders, 40.6 
percent (28/69 respondents) answered “yes” to the 
third and highest bid. The remaining 59.4 percent 
(41 respondents) answered “no” to the higher 
follow-up bid. The 16.5 percent of all respondents 
who said “no” to the highest amount offered – 
K  sh 8 000 (approximately US$94) – therefore 
had higher WTA values than this amount. In the 
right-censored category, 4.1 percent of all the 
respondents accepted the lowest bid – K sh 650 
(approximately US$7.7) per acre per year. This 

TABLE 7
Factors that affect upstream respondents’ decision to participate in a Pes scheme

observations: total left-censored uncensored right-censored

144 47 0 97

variables coefficient estimates standard error Z-value Pr (>|z|)

Age -2.267e - 02 2.739e - 02 -0.828 0.40786

Gender 2.480e - 01 4.754e - 01 -0.522 0.60182

Education 3.470e + 00 1.704e - 00 2.036 0.04176*

Household size 1.616e - 01 1.087e - 01 1.487 0.13711

Total income -9.658 - 07 1.494e - 05 -0.065 0.94847

Perception of environmental 
status 5.517e - 01 6.733e - 01 0.819 0.41259

Perception of water quality -2.884e - 02 5.767e - 01 -0.050 0.96011

Perception of water 
quantity -1.204e + 00 4.557e - 01 -2.642 0.00824**

Awareness of need for 
environmental conservation -3.897e - 01 9.323e - 01 -0.418 0.67598

Undertake environmental 
conservation activities -2.647e - 02 5.745e - 01 -0.046 0.96324

Membership of the Kuywa 
Water Resources Users 
Association

5.279e - 05 8.743e - 04 0.060 0.95186

Access to financial services -1.066e + 00 7.315e - 01 -1.457 0.14504

Length of stay 2.716e - 02 2.715e - 02 1.000 0.31718

Tenure -1.427e - 01 2.122e - 01 -0.672 0.50127

Land size 3.045e - 01 1.120e - 01 2.718 0.00658**

Farm income -6.202e - 06 3.061e - 06 -2.026 0.04277*

* = significant at 0.05; ** = significant at 0.005.

Source: field survey, 2013.
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indicates that there is large variation in WTA 
within each category, which in turn may be an 
indication that other extraneous factors influence 
the amount that each respondent is willing to 
accept. The study found that the respondents with 
higher levels of education and higher incomes 
asked for comparatively higher amounts.

To calculate the mean minimum amount that 
respondents were willing to accept, the study 
obtained a likelihood function by generating inter-
vals from the collected data based on the lower and 
upper amounts proposed to each respondent, given 
that the WTA points are between these two amounts. 
The study then estimated the non-parametric 
WTA – the survival function based on the Weibull 
and the mixed Weibull/exponential parametric 
families of distributions – which can be viewed as 
an extension of the survival analysis of Turnbull’s 
estimator (Turnbull, 1976). Based on the options 
provided during the coefficient of variation bid-
ding process, the following six intervals were used: 
K sh 650–720, K sh 720–1 600; K sh 1 600–3 000); 
K sh 3  000–5  000; K  sh  5  000–6  500; and K  sh 
6 500–8 000. 

Based on proposals made by respondents, sev-
eral other intervals were included in the model 
to bring the total to 25 (see annex to this paper). 
Within these intervals, only 68 of the 97 responses 
were deemed valid by the initial willingness-to-
pay (IWTP) model and therefore used to estimate 
the mean WTA. The responses not included in the 
estimation were those with infinity as one of their 
limits and included all “no, no, no” and all “yes, 
yes, yes” responses. Using the Weibull survival 
function, the average WTA calculated was K Sh 
7  080.05 per acre of land committed per year, 
which converts to US$83.3 per annum. To assess 
the accuracy of this result, the study also calculat-
ed the WTA using the mixed Weibull/exponential 
survival function (Wemix) and got a mean WTA 
of K Sh 7  019.5 per acre of land committed per 
year. From the other non-parametric estimates the 
study calculated mean WTAs of K Sh 10 555 and 
K sh 6 934 for the Turnbull estimator. These figures 
are close to the study result and serve to confirm 
the accuracy of this result. The study result is also 
close to the annual lease rate for land in the area, 
which ranges from K sh 5 000/= (approximately 

TABLE 8
numbers of responses to initial bid and one follow-up, by initial bid and type of response

Initial bid (K sh) yy yn ny nn total

650 0 0 0 2 2

720 0 0 0 3 3

1 600 6 1 0 11 18

3 000 8 5 5 23 41

5 000 3 0 0 30 33

total 17 6 5 69 97

Percentage 17.5 6.2 5.2 71.1

Source: field survey, 2013.

TABLE 9
numbers of responses to initial bid and two follow-ups, by initial bid and type of response

Initial bid (K sh) yyy yyn ynn nyy nny nnn total

650 0 0 0 0 1 1 2

720 0 0 0 0 0 3 3

1 600 4 2 1 0 3 8 18

3 000 6 2 5 5 10 13 41

5 000 2 1 0 0 14 16 33

total 12 5 6 5 28 41 97

Percentage 12.3 5.2 6.2 5.2 28.9 42.2

Source: field survey, 2013.
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US$59) to K sh 7  000/= (approximately US$82) 
per acre per year. The figure is also comparable 
to the average farm income of households, which 
amounts to K Sh 8 724/= per year. These results 
could mean that the farmers’ WTA value is based 
on the opportunity cost of their land if they were 
to lease it or use it to grow crops. 

6.6 conclusIons And 
recommendAtIons

Smallholder agricultural production constitutes 
a significant proportion of the economy of 
developing countries, with its importance in 
Kenya remaining unchallenged. However, its 
contribution to the economy continues to drop, 
making Kenya food-insecure partly because of 
low levels of food production (Government of 
Kenya, 2011). Low productivity of smallholder 
agriculture is caused by a combination of factors 
including inefficient pricing of natural resources, 
which contributes in no small way to the per-
petuation of practices that lead to overutilization 
of these resources. This situation exacerbates 
the resource constraints that escalate input costs 
and exclude poor households from participation 
in the rural economy. Traditional regulatory 
approaches to addressing this issue have had 
limited success and have contributed to the 
restrictions that upstream communities face in 
meeting their livelihood aspirations effectively. 
Agricultural systems are the largest managed 
ecosystems and the role of agriculture in the 
provision of ecosystem services depends criti-
cally on the incentives available to farmers. In 
a situation of high environmental concerns and 
limited financial resources, PES schemes repre-
sent a growing trend in conservation policy and 
PES can generate additional resources, facilitat-
ing the allocation of funds to environmentally 
friendly management practices and sustainable 
production patterns. All of these factors create 
the necessary incentives for investments. 

The study found that the survey community’s 
level of environmental awareness was high and 
that community members understood the grav-
ity of the challenges they face and demonstrated 
strong commitment to engaging in collective 
action to protect and conserve the catchment. 
However, the high level of awareness shown by 
the respondents did not convert into action for 
environmental conservation. The reasons given 
for non-action included insufficient finance, 
labour, and profits from the interventions. These 
issues can all be addressed by finding additional 

sources of finance to support farmers. It can 
therefore be concluded that with a mutually 
agreeable contractual arrangement and institu-
tional and legal framework, PES can provide the 
additional financing needed to support improved 
land productivity and water quality and quantity. 
The results of the study lead to the conclusion 
that in the River Kuywa catchment, important 
natural resources – land and water – are being 
degraded and that there are stakeholders who are 
aware of and willing to do something to address 
the problem. The study also concluded that the 
average minimum WTA value – of K Sh 7 080, 
or approximately US$83.3 – is an indication of 
the value attached to the environmental services 
that the farmers would be providing. Based on 
available literature, the study confirmed that 
there are agricultural practices that the farmers 
could carry out to ensure continued provision 
of the environmental services of improved water 
quality and quantity. When these conditions are 
met, the study concluded that PES schemes are 
a viable self-sustaining financing mechanism 
for improved agricultural production because 
they support organization of the communi-
ties, develop mutually acceptable contractual 
agreements and finance investment in improved 
production practices.

The study makes the following recommen-
dations for conservation of the River Kuywa 
watershed and similar watersheds in Kenya and 
the rest of Africa:

1. Policy-/decision-makers need to include 
small-scale farmers in decision-making pro-
cesses on watershed conservation because 
these farmers occupy a large proportion of 
watersheds, and mechanisms for achieving 
good practices on their farms could go a long 
way in restoring watershed functions.

2. In establishing a PES scheme for this water-
shed, the WTA value calculated by the study 
should be taken into account in preparing 
the contractual agreement with potential 
buyers of the environmental services offered.

3. To facilitate the formal implementation of 
PES schemes, there is need to include them 
more explicitly in environmental policies 
and legal frameworks.

4. To ensure the sustainability of a PES scheme, 
there is need to facilitate capacity building 
and increased awareness of trade in environ-
mental services to strengthen community 
participation and increase the community’s 
trust in the scheme.
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5. Further research should be carried out to 
inform the establishment of the PES scheme 
and facilitate the setting up of an appropriate 
institutional and contractual framework for 
a sustainable scheme.

Overall, the study recommends that policy-makers 
in Kenya and other African countries in similar 
situations harness communities’ commitment to 
setting up sustainable PES schemes that will go a 
long way towards improving the production and 
productivity of smallholder farming systems and 
promote greater inclusiveness and competitiveness.
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Abstract
This case study presents the Tanga Dairy Platform, 
created in 2008 as an informal forum of stakehold-
ers involved in the dairy industry of the United 
Republic of Tanzania’s Northeastern administra-
tive region of Tanga. The platform’s objective is to 
exchange knowledge and develop joint responses 
to common problems. The dairy industry in Tanga 
faces four major challenges: seasonality in feed 
availability; dry agro-ecological conditions; a lack 
of good breeding dairy stock; and an underdevel-
oped network of extension and veterinary services 
for farmers. Six years after its foundation, the plat-
form is32 still running and allowing all stakeholders 
to discuss solutions to the problems of the region’s 
dairy industry: poor market access and organi-
zational skills of dairy producers; and strong 
seasonality of milk supply disrupting the produc-
tion chains of industrial dairies. The platform has 
achieved a common understanding among chain 
actors on dairy price structure; it has lobbied 
policy-makers to reduce value-added tax (VAT) on 
dairy inputs and products, and to remove limita-
tions on urban dairy farming in Tanga town. The 
data for this case study were collected through a 
review of platform reports and semi-structured 
interviews with five key informants involved in 
the platform. The paper also extracts the success 
factors of this rare example of a self-sustaining 
innovation platform that is accomplishing relevant 
outcomes for its members.

32 This paper was written in 2014.

Keywords: dairy value chain; innovation plat-
form; commodity association; United Republic 
of Tanzania
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7.1 IntroductIon
Population growth and urbanization have increased 
milk demand in the United Republic of Tanzania. 
Current milk production growth rates cannot keep 
pace with this increasing demand. Consequently, 
there is a need to intensify production practices 
and make marketing channels more efficient (Kur-
wijila, Omore and Grace, 2012). 

In the country’s Northeast administrative 
region of Tanga, small-scale dairy production is 
typical in mixed crop–livestock systems. However, 
most of the region’s cows are raised by Maasai pas-
toralists in systems where milk is produced in very 
small quantities per cow but from large numbers 
of cattle. Dairy producers in Tanga Region seem 
to be trapped in a negative feedback loop of poor 
market access and poor organizational skills lead-
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ing to low incomes and limited interest from input 
suppliers, extension services and credit providers. 
They also suffer from low knowledge of livestock 
management and zoonotic diseases (Mangesho, 
Loina and Bwire, 2013a; 2013b; Nkya et al., 2007; 
Pham Ngoc Diep, Maass and Cadilhon, 2014). 

There are three main “modern” milk market-
ing channels in Tanga Region. The most impor-
tant is organized around collection centres of 
the main local industrial milk processor, Tanga 
Fresh Limited (AECF, 2011). A smaller com-
petitor and a dairy based in Dar es Salaam also 
operate milk collection centres in the region’s 
milk producing areas. However, the bulk of the 
milk produced in the region is distributed by 
farmers themselves or through the many small 
informal vendors linked to dairies or selling to 
local restaurants and consumers (Nkya et al., 
2007). The industrial dairies have to be particu-
larly vigilant in planning their supply chains to 
keep their plants running and to maintain the 
quality of their products throughout the year. 
This is a pressing problem during the dry season 
when lack of natural forage leads to very low 
milk production. Tanga Fresh Limited is also in 
constant negotiations with actors from the rest 
of the chain and local government because it sets 
both farmgate and retail prices.

In 2008 a research-for-development project 
funded by the United Kingdom’s Department for 
International Development (DFID) through the 
Research into Use (RIU) programme facilitated 
the creation of the regional Tanga Dairy Platform. 
This institution was set up as an informal forum 
of stakeholders involved in the dairy industry in 
Tanga for exchanging knowledge and develop-
ing joint responses to common problems along 
the innovation platform model (RIU, 2008). Six 
years on, project support has long ceased, but the 
platform is still running and currently allowing 
all stakeholders to discuss problems facing the 
region’s dairy industry. 

This case study presents the Tanga Dairy Plat-
form. The material was gathered through semi-
structured interviews with four stakeholders 
actively involved in the platform.33 Interviews con-

33 The authors would like to thank the following members 
of the Tanga Dairy Platform for responding to questions 
and reviewing this case study: Zodiac Lyimo (Tanga 
Regional Secretariat), Grace Mhando (Uwata milk col-
lection cooperative), John Mnyikas (Livestock Training 
Agency LITA Buhuri), Julius E. Shoo (Agricare Enter-
prises) and Charles Tumaini (Tanga Fresh Limited).

ducted in Tanga in February 2014 were followed 
by further face-to-face and phone interviews with 
the platform Chairman Julius Shoo to confirm the 
information collected. This paper summarizes the 
story of the Tanga Dairy Platform and describes 
its position among all stakeholders in the Tanga 
regional dairy industry. The management structure 
of the platform is outlined. The paper reports on 
some of the platform’s achievements that are rele-
vant for its members, and identifies success factors 
that help explain its sustainability. Challenges for 
further development of the platform are discussed. 
To conclude, the paper refers to conceptual frame-
works that can help analyse the performance of 
commodity associations and innovation platforms. 
The aim of the paper is to help put the Tanga 
Dairy Platform into the perspective of a wider 
research-for-development debate on fostering and 
sustaining informal multi-stakeholder networks 
for agrifood value chain development. 

7.2 PlAtForm bAckground
This section describes the different stakeholders 
involved in the dairy value chains and the major 
constraints to dairy development in Tanga Region. 

dairy production systems
The dairy sector in Tanga Region shares charac-
teristics of some of the five main dairy produc-
tion systems identified in the United Republic 
of Tanzania by Kurwijila (2002). In Lushoto 
District (Figure 7), smallholder dairy farming is 
integrated with annual crops such as maize and 
other cereals. Closer to Tanga town (Tanga and 
Korogwe Districts), specialized medium-scale 
dairy farms can be found (Nkya et al., 2007). 
Milk production is the main economic activity 
on these farms, which have 10 to 50 cows each; 
there is little crop cultivation and a limited level 
of mechanization. In Tanga District and town, 
peri-urban dairy farms are found because many 
civil servants and entrepreneurs have taken up 
dairying as a means of generating additional 
income (Swai et al., 2005). The traditional semi-
sedentary system, which accounts for 75 percent 
of total milk production in the United Republic 
of Tanzania (Kurwijila, 2002), is also present 
among the Maasai population of Handeni District 
in Tanga Region. Although this traditional system 
is located in remote areas and uses traditional 
breeds that have not been selected for their dairy 
productivity, it has great potential to supply fresh 
milk to urban markets because of its extent, herd 
sizes and the large number of cows involved. 
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Some dairy producers are organized in coop-
eratives. The Tanga Dairies Cooperative Union 
(TDCU) is the umbrella organization for 16 
primary cooperative societies (PCS). TDCU has 
a total membership of more than 4 000 dairy 
farmers and each PCS is responsible for milk 
collection from the one or several milk collection 
centres it manages in production areas. The PCS 
also arrange payment to the farmers. At the time 
of the study, the PCS did not get any special 
favours from Tanga Fresh because they are share-
holders of TDCU, which holds 42.5 percent of 
the shares in the dairy. Milk from TDCU mem-
bers is delivered to Tanga Fresh. Each PCS elects 
a board of five to nine members, one of whom 
attends the TDCU annual general meeting. Of 
the 16 PCS representatives, a TDCU board of five 
to nine members is elected with a Chairperson 
who represents the Union and monitors use of its 
shares on the board of Tanga Fresh.

Private-sector stakeholders  
in the dairy value chains
Tanga Fresh Limited (TFL) was incorporated in 
December 1996 and started operating six months 

later. TFL started with a small milk processing 
factory in the centre of Tanga town. After several 
years of rapid growth a new processing factory 
was built outside the town, near the airport. The 
new factory has a processing capacity of 50  000 
litres per day. Within TFL, TDCU is involved in 
a joint venture with the De Oude Beuk (DOB) 
Foundation from the Netherlands, which took 
over the shares of Frisania Invest Cooperative. The 
main issue faced by Tanga Fresh is the seasonality 
of production resulting from the seasonality of 
forage availability. TFL’s milk supply is 60  000 
litres per day during the wet season but falls to 
30 000 litres during the dry season. TFL operates 
a network of milk suppliers and 47 milk collec-
tion centres (MCCs). Of the 40 MCCs in Tanga 
Region, 16 are cooperatives and 24 are private or 
registered groups. TFL also operates three col-
lection centres in Morogoro Region and four in 
Coastal Region. These seven centres sometimes 
close during the dry season for lack of milk sup-
ply. In total, 6 000 farmers sell their milk directly 
to one of TFL’s milk collection centres. However, 
only 30 percent of the milk produced in the region 
goes to TFL. Most milk is kept by producers for 
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Netherlands Development Organisation (SNV) 
is also active in supporting dairy value chains. 
ILRI has led a project on enhancing dairy-based 
livelihoods in India and the United Republic of 
Tanzania through feed innovation and value chain 
development approaches. Commonly known as 
MilkIT, this project has been implemented in 
Tanga Region by the International Center for 
Tropical Agriculture (CIAT) since late 2012 with 
support from the International Fund for Agri-
cultural Development (IFAD). The overall goal 
of the project is to contribute to improved dairy 
livelihoods in Tanga Region via the intensification 
of smallholder production, focusing on enhance-
ment of feeds and feeding using innovations and 
value chain approaches. ILRI also implements 
the More Milk in Tanzania project in the region, 
which is funded by Irish Aid and targets primarily 
pre-commercial smallholder cattle keepers who 
do not currently participate fully in dairy value 
chains. The Government of Tanzania and several 
national and international development partners 
are spearheading the Maziwazaidi operation to 
increase milk production in the country, including 
in Tanga Region.

constraints to dairy development  
in tanga region
The MilkIT project’s interactions with dairy 
stakeholders have led to the identification of six 
major constraints to dairy development in Tanga 
Region (Pham Ngoc Diep, Maass and Cadilhon, 
2014). Feed availability is the primary constraint, 
especially during the dry season (Mangesho, 
Loina and Bwire, 2013b). The very dry condi-
tions in the dry season lead to a dearth of 
natural forage, which has negative impacts on the 
dairy productivity of cows in the semi-sedentary 
production system. Difficult road access to pro-
ducing areas, and limited purchasing power of 
dispersed farmers make it uncompetitive for 
animal feed suppliers to sell industrial feed to 
dairy producers in remote areas.

The availability of good dairy cattle stock and 
heifers is another constraint to dairy develop-
ment in Tanga Region. Considering the endemic 
status of tsetse flies, although populations have 
decreased constantly in recent decades (Daffa 
et  al., 2013), many dairy farmers are still breed-
ing traditional cattle that have some resistance to 
sleeping disease but that have not been selected 
for their milk productivity (Swai et al., 2005). It is 
thus difficult to improve milk production quickly. 
Farmers in Tanga Region are known to travel to 

home use or sold to local vendors, restaurants and 
neighbouring households. 

There are three other dairy companies with 
operations in Tanga Region: Ammy Brothers of 
Tanga, Tan Dairies Limited from Dar es Salaam, 
and Shambani Graduates Enterprises Limited from 
Morogoro. However, TFL has the biggest dairy 
processing capacity and market share (NIRAS, 
2010). TFL is thus effectively the setter of both 
farmgate and consumer retail milk prices in Tanga 
Region. Several medium-sized agricultural input 
and service firms operate in Tanga Region supply-
ing animal feed, veterinary products and services, 
transport services, banking and financial services 
and other inputs to farmers. However, the remote-
ness of some milk producing communities makes 
access to these services and shops difficult.

Public-sector and development projects 
supporting the dairy industry
Tanga Region has a dedicated civil service – 
the Tanga Regional Secretariat – with its own 
Regional Livestock Service to support livestock 
development. The Regional Livestock Officer is in 
charge of coordinating the activities of district and 
community livestock officers and rural extension 
services. The region also has a regional station of 
the Tanzania Livestock Research Institute (TAL-
IRI) with a mandate to conduct dairy research 
in the sub-humid areas along the coastal belt of 
the United Republic of Tanzania and to suggest 
innovations that are relevant to the local context.

Several development projects have been 
involved in supporting dairy production in Tanga 
Region. Over the years, these projects have helped 
increase dairy production by smallholder farmers, 
and have structured dairy supply, marketing and 
processing in the region. For example, the Tanga 
Smallholder Dairy Development Programme,34 
implemented from 1985 to 2003 (Zylstra, Lyimo 
and Rutamu, 1995), led to the formation of milk 
collection centres operated by networks of dairy 
cooperatives and Tanga Fresh. The Austroproject 
Association focuses its support on Maasai herders 
to help them collect and market their milk. The 
NGO Land O’Lakes has several projects focus-
ing on dairy development in Tanga Region. The 

34 Initially, this programme was known as the Tanga 
Smallholder Dairy Extension Programme and was 
bilaterally funded by the Governments of the United 
Republic of Tanzania and the Netherlands (Swai, Minja 
and Zylstra, 1992). 



Chapter 7 – The Tanga Dairy Platform: fostering innovations for more efficient dairy chain coordination [...] 95

other regions of the country to buy heifers and 
bulls for reproductive purposes. The lack of good 
genetic material on site is another challenge to 
the long-term betterment of the region’s dairy 
production.

Public extension services in the region are not 
to the required level and there are insufficient pri-
vate animal health services. The public resources 
to support field-based extension services are lim-
ited, and extension officers are not always trained 
to provide support on livestock development. 
The public veterinary services are overseen by the 
Regional Livestock Officer of the Tanga Regional 
Secretariat, and extension officers are posted at 
the district level; however, more private veterinary 
providers to improve animal health conditions 
would be welcome.

The last three constraints to dairy development 
are consequences of the first three. Farmers in 
Tanga Region have limited knowledge of dairy 
agribusiness development. Their lack of technical 
education makes them unfamiliar with improved 
production techniques that could lead to more and 
better-quality milk. Farmers also lack the organi-
zational knowledge to form and manage producer 
groups to gain advantages from bulk input supply 
or to make group investments in milk chilling, 
processing and dairy product sales. Low milk pro-
ductivity per cow and low overall milk production 
resulting from the other constraints limit actions 
to increase dairy production, despite growing 
consumer demand for milk. Difficulties in collect-
ing milk from remote producers, and the seasonal 
variability of milk production both lead to low 
farmgate prices. These difficult collection condi-
tions also compromise the safety of the milk. Low 
prices and the absence of differential payments 
for better-quality milk in terms of protein and 
fat content discourage farmers from investing in 
milk production or productivity, thus sustaining a 
negative feedback loop and leading to increasingly 
disappointing milk yields.

7.3 orgAnIzAtIon oF the tAngA 
dAIry PlAtForm

This section outlines the history and organization 
of the Tanga Dairy Platform, which was created 
to federate the various dairy stakeholders into 
a forum for solving common problems in the 
region’s dairy industry.

history of the platform
The story of the Tanga Dairy Platform can 
be divided into three stages. In the first stage, 

DFID’s Research into Use (RIU) programme 
created the platform with key dairy stake-
holders, and facilitated its first meetings in 
2008. RIU then organized training of platform 
members and leaders so that they could facili-
tate their own meetings in 2009. The platform 
also conducted a baseline survey of the dairy 
industry in 2009 to understand its structure and 
challenges (RIU, 2009). 

Discussions of the results of the baseline survey 
led to the platform identifying three major issues 
for dairy development in Tanga Region. The main 
constraints in 2009 were already milk production 
fluctuations in the dry season, lack of a negotiation 
process among dairy chain actors to address milk 
price issues, and lack of unity among stakeholders 
in the dairy industry. 

The platform members therefore decided 
to work on three major thrusts (RIU, 2008): 
i)  enhancing self-organization and unity of milk 
producers and processors for effective lobbying 
and advocacy; ii) strengthening the milk and milk 
products market for enhanced sustainability from 
the farmer to the processor and to the consumer; 
and iii) developing a sustainable, year-round and 
profitable milk production system for smallholder 
farmers. This decision was reflected in the com-
position of the platform’s board (Table 10), with 
the nomination of a coordinator for each of these 
three thrusts.

In November 2009, following changes at 
RIU’s headquarters in the United Kingdom, 
the research-for-development project had to 
stop funding and supporting the Tanga Dairy 
Platform while continuing to assist two other 
commodity-based innovation platforms in other 
regions. However, the dairy stakeholders decided 
to continue their meetings on a self-funding basis. 
This marked the second stage in the story of the 
Tanga Dairy Platform, with dairy stakeholders 
continuing to convey meetings at agreed intervals 
to discuss various dairy challenges and deliberate 
on possible solutions. All meetings of the plat-
form are documented. The reports are available 
from the platform and from the Regional Live-
stock Officer of Tanga Regional Secretariat; they 
mention the meetings’ participating members, 
issues discussed, decisions taken and actions to 
be implemented.

The final and ongoing stage in the platform’s 
story is characterized by stronger involvement 
of the regional public administration in platform 
activities. This started in 2011, when the platform 
organized a campaign against the limit to urban 
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dairy farming being proposed by Tanga Town 
City Council, which contradicted existing by-
laws allowing the keeping of cows inside urban 
limits. Acknowledging the strong contribution of 
peri- and intra-urban dairy farming to the liveli-
hoods of urban households in Tanga town, the 
Tanga Regional Secretariat backed the platform’s 
campaign to allow dairy farming to be undertaken 
within the town’s urban limits and the proposed 
limit to urban dairy farming was repealed. Since 
then, the Regional Administration Secretary, 
who heads the Tanga Regional Secretariat, has 
been chairing all the meetings of the platform. 
This high-level involvement from the regional 
government has increased the legitimacy of the 
Tanga Dairy Platform as an important forum 
for discussing and taking action to improve the 
region’s dairy value chains.

current management structure  
of the tanga dairy Platform
The members of the Tanga Dairy Platform are 
both individuals involved in dairy value chains 
and firms and institutions that are linked to the 
dairy industry. Table 10 provides a classification of 
the current members by stakeholder type. Media 
representatives sometimes attend platform meet-
ings to help publicize the dates and locations of 
upcoming meetings.

The platform is facilitated by a board whose 
members are selected by platform participants 
from key stakeholders in the dairy industry, 
based on their professionalism, enthusiasm and 
interest in helping other stakeholders in the 
industry. The board is in charge of organizing 
platform meetings, responding to matters arising 
from participants, facilitating deliberations and 

TABLE 10
membership of the tanga dairy Platform by stakeholder type

Stakeholder type Platform members

Government institutions 
focusing on livestock

 � National level: Ministry of Livestock and Fisheries Development, Tanzania Dairy Board

 � Regional level: Regional Livestock Adviser’s Office, TALIRI, LITA-Buhiri extension agency

 � District level: District livestock officers

 � Subdistrict level: Community livestock officers and extension agents

Other government 
institutions

 � National level: Ministry of Industry and Trade, Ministry of Finance, Ministry of Land, Housing and 
Human Settlements Development, Tanzania Revenue Authority, Small Industries Development 
Organization

 � Regional level: Regional Administration Secretary

 � Local level: Tanga City Council, local government authorities, Tanga Urban Water Supply and 
Sanitation Authority

 � Banks: National Microfinance Bank, National Insurance Corporation

Farmers, farmer 
cooperatives  
and networks 

 � Individual farmers

 � Representatives of dairy farmers: Tanzania Milk Producers Association, Tanganyika Farmers’ 
Association

 � Representative of primary dairy cooperatives and TDCU

Private sector and other 
value chain actors

 � Dairy input suppliers: Agricare Enterprises, Tan-Veterina, Ammy Brothers, Holland Dairies, 
PROMACO

 � Dairy processors: Tanga Fresh, Ian Dairies, Tanzania Milk Processors Association

 � Consumers’ representative

 � Private transporters

 � Advertising companies

 � Utilities providers: Tanzania Electric Supply Company, Rex Solar 

 � Banks and credit associations: CRDB, Exim Bank, Private Agricultural Sector Support, savings and 
credit cooperative organizations

NGOs and development 
projects

 � SNV

 � Land O’Lakes

 � MilkIT

 � MoreMilkIT

 � Heifer International

 � Farm Friends Tanzania
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reporting on past proceedings. Between platform 
meetings, the board prepares the minutes of the 
previous meeting, follows up on decisions taken 
and prepares the next meeting. Table 11 provides 
the current composition of the Tanga Dairy 
Platform board.

The board organizes quarterly platform meet-
ings to which all members are invited. The dates 
and locations of meetings are circulated widely in 
the regional press, by text messages to members’ 
mobile phones and through radio programmes. 
Key stakeholders are called individually to remind 
them to attend the next meeting. Platform meet-
ings attract many individuals and institutions 
involved in dairy. The number of participants in 
these meetings is often more than 100, sometimes 
up to 300. Discussions and debates are heated. 
Largely unfunded, participants come at their 
own cost for these one-day meetings. The large 
number of self-funded and active participants is 
a testimony to the forum’s importance as a place 
where dairy issues can be discussed openly and 
solutions identified. 

The seating arrangements of platform meetings 
are reported to emphasize the importance of clear-
ly identifying a meeting chairperson to moderate 
discussions among the many participants. The 
Chairperson and Secretary of the board usually 

sit at a high table along with the guest of honour: 
the Regional Administration Secretary who opens 
each meeting and attends throughout. The rest of 
the platform board and committee members sit in 
the hall with other platform members. One of the 
three people sitting at the high table is in charge of 
facilitating the meeting. The Tanga Regional Sec-
retariat currently provides one of its large meeting 
rooms to hold the meetings. The costs of platform 
secretarial duties, meals and travel to meetings are 
covered by the participants themselves; even those 
who commute from remote areas and who need 
to spend a night on site come at their own cost 
(despite the popular belief among participants that 
SNV, which joined the platform in 2012, provides 
funding for transport and accommodation of 
participants coming from far away).

In 2011 the platform members recognized 
that taking decisions in an assembly of up to 100 
people was not efficient. However, the board 
was too small and its members too busy to take 
the decisions and execute the actions needed to 
implement the platform’s agenda. Therefore, an 
executive committee of ten active members was 
nominated with the specific task of following up 
on issues raised during the platform meetings by 
suggesting concrete activities and implementing 
them to tackle the challenges raised by platform 

TABLE 11
composition of the tanga dairy Platform board

name Position  
within platform

Institution Position  
within institution

date of  
joining platform

Julius E. Shoo Chairperson since 2009 Agricare Enterprises 
(input trader)

Director 2008

Flora A. Lukindo Secretary since 2014 TALIRI Livestock scientist, 
extension 

Zodiac Lyimo Organizer, overseer, 
coordinator, adviser 
and facilitator

Tanga Regional 
Secretariat

Veterinarian in charge 
of livestock matters in 
Tanga Region

2008

Issa Hatibu Organizer, overseer, 
coordinator, adviser 
and facilitator

Tanga Regional 
Secretariat

Animal scientist in 
charge of livestock 
matters in Tanga 
Region

2011

Justa Kashumba Organizer, overseer, 
coordinator, adviser 
and facilitator

Tanga Regional 
Secretariat

Animal scientist in 
charge of livestock 
matters in Tanga 
Region

2011

John Mnyikas Coordinator of 
production thrust

LITA-Buhuri Coordination of 
extension activities 
(now retired)

2008

Julius E. Shoo Coordinator of group 
strengthening thrust

Agricare Enterprises Director 2008

Erhard B. Mlelwa Coordinator of 
marketing thrust

Chimbe Enterprises Owner 2008
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members. Board members sit on this com-
mittee, where they are joined by other active 
stakeholders in the region’s dairy industry: one 
representative each from Tanga Fresh Limited, 
TALIRI and TDCU, among other entities. The 
committee meets quarterly between the plat-
form meetings.

At the March 2012 platform meeting, the 
committee submitted a draft proposal of a dairy 
development plan for Tanga Region. Platform 
members discussed and contributed to improving 
this proposal, which was adopted at the August 
2012 platform meeting. The plan identifies ten 
challenges to be addressed in the short term (one 
to two years) and over the long term (more than 
three years). The November 2012 committee 
meeting discussed specific activities to be taken 
in the short term between 2013 and 2015 to 
tackle these ten challenges, and those that should 
be initiated after 2015. Some activities could be 
performed without external funding and others 
could be undertaken in cooperation with devel-
opment partners.

New institutions wishing to join the platform 
have to state their case in front of the execu-
tive committee. Committee members then decide 
whether to invite these potential new members 
into the platform. Most of the NGOs and devel-
opment projects involved in dairy and wanting to 
participate in the platform have had to undergo 
this screening process. For example, SNV was 
invited into the platform on the understanding 
that it would help fund the capacity building 
activities requested by platform members. The fact 
that the platform can now attract external funding 
to sustain its activities in favour of the region’s 
dairy development is another testimony to its 
power as a main actor in dairy industry coordina-
tion and development.

The platform also hosts working groups of 
selected members who are interested in discussing 
in greater detail the actions needed to address 
specific issues affecting dairy development in the 
region. For example, the platform hosts groups 
working on evaluation of the quality of dairy 
heifers, milk pricing, and feed and forages, among 
other topics.

7.4 PlAtForm AchIevementS  
And SucceSS FActorS

This section provides information on achieve-
ments of the Tanga Dairy Platform. The success 
factors reported by the stakeholders interviewed 
are also listed.

Achievements of the tanga dairy Platform
From the point of view of its stakeholders, the 
Tanga Dairy Platform has made some achieve-
ments that are particularly relevant to the dairy 
industry in Tanga Region.

The successful lobbying in 2011 to repeal the 
limit to urban dairy farming imposed by Tanga 
City Council is seen as the first major achieve-
ment of the platform in its lobbying role of raising 
policy-makers’ awareness of the issues faced by 
stakeholders in the region’s dairy industry. Given 
the very important role of small-scale intra- and 
peri-urban dairying in strengthening the liveli-
hoods of urban citizens, let alone its contribution 
to feeding the urban population with nutritious 
animal products, the battle to allow dairy cows to 
be kept within urban limits was a noteworthy one. 
(This issue has recently been put back on the plat-
form’s agenda as the Tanga City Council has again 
proposed a limit to urban dairy farming.) An even 
more momentous policy-changing achievement 
occurred in 2012 when the Government of the 
Republic of Tanzania decided to levy 18 percent 
VAT on all sales of inputs for and products from 
the agriculture sector. Given the strategic contri-
bution of the dairy industry to Tanga’s economy, 
and the fear of hindering its development because 
of this high taxation, the Tanga Dairy Platform 
went into action to persuade representatives in 
the national assembly and officials in the Tanzania 
Dairy Board and the Ministry of Agriculture, 
Food Security and Cooperatives that such a high 
tax rate would undermine national economic 
growth. This action resulted in the national assem-
bly voting a nationwide reduction of VAT from 18 
to 0 percent on all inputs and outputs of the dairy 
sector. The fact that this decision was signed into 
law by the Head of State is seen as an indicator of 
how powerful concerted collective action by all 
stakeholders in a commodity industry can be in 
influencing policy-making.

The Tanga Dairy Platform is also useful to the 
regional dairy industry in promoting equitable and 
competitive supply chains. An item that features 
on the agenda of nearly all the quarterly platform 
meetings is milk pricing because producers always 
find that the farmgate price they obtain compares 
unfavourably with consumer retail prices. As the 
dominant dairy processor in the region and an 
active participant in the platform, Tanga Fresh 
Limited sees its participation in the platform meet-
ings as crucial to developing a common under-
standing of how milk prices are formed along the 
value chain and how they compare with prices 
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across the border in Kenya. As a forum where 
all stakeholders in the dairy industry can discuss 
how prices are set and value is allocated along the 
chain, the Tanga Dairy Platform has allowed dairy 
stakeholders to reach a common understanding 
of these issues. Participants are now more aware 
of the important collection and processing costs 
that contribute to large price differences along the 
chain. Thanks to the discussions in the platform, 
TFL agreed to increase its farmgate milk prices 
by T sh 100/litre35 in October 2012, although 
past price adjustments had been of only T sh 
20–50/litre. The Tanga Dairy Platform has also 
helped the region’s dairy industry to become 
more competitive by promoting the sector. For 
example, it has allowed farmers from the region 
to attend National Milk Week held every year on 
the last weekend of May and when business and 
collaboration opportunities are investigated: the 
event was held in Songea, Ruvuma Region in 2013 
and in Musoma, Mara Region in 2014.

The final achievement mentioned by the plat-
form members interviewed is the effect of the 
platform in attracting new individual and insti-
tutional members. The number of participants in 
platform meetings is growing. Depending on the 
agenda for discussion, attendance is usually about 
80 people and can be up to more than 100. Indi-
vidual members and representatives of small dairy 
cooperatives come from far away in the region’s 
hinterland at their own or their organization’s 
cost, to attend platform meetings. The Regional 
Administration Secretary attended all the meet-
ings of the platform from 2011 until his transfer 
to another position in early 2014, highlighting the 
importance that the local government administra-
tion attaches to gathering and understanding the 
various viewpoints of the region’s dairy industry 
stakeholders. The platform has become a crucial 
partner institution for any project wishing to 
be involved in dairy development. Most new 
dairy development projects setting up activities 
in Tanga have made formal requests to join the 
platform as institutional members. According to 
information gathered from ILRI scientists work-
ing in the United Republic of Tanzania, there are 
already too many dairy research and development 
projects in Northeastern region, which is leading 
to fatigue on the part of dairy farmers and other 
stakeholders. The screening process that each new 

35  At the time of the research T sh 100 » US$0.06

institutional member has to undergo to become 
part of the platform therefore serves as a filter to 
identify projects that are deemed truly beneficial 
to the industry. 

Success factors for the sustainability  
of the platform
While factors inhibiting the success and sustain-
ability of the platform are discussed in the next 
section, the following elements have been reported 
by platform stakeholders as success factors in 
keeping their institution going despite the drying 
up of initial funding:

 � The platform has demonstrated the capacity 
to deliver achievements that are relevant to its 
members, particularly by lobbying for changes 
in policies related to the dairy industry.

 � This in turn helps the platform become an 
interesting forum for most stakeholders in 
the dairy sector.

 � Since 2011, the personal support to the plat-
form of the Regional Administration Secre-
tary has emphasized the active role that local 
government seeks to play in developing all 
sectors of activity in the region, including the 
livestock industry. Organizational support, 
provision of a meeting venue, facilitation of 
discussions, technical advice, and drafting 
and implementation of regulations address-
ing the region’s dairy issues were all men-
tioned as very useful assistance to sustaining 
the platform.

 � All of these factors make the Tanga Dairy 
Platform an essential institutional partner to 
any entity that wants to become involved in 
addressing the region’s dairy development 
challenges. This has attracted partnerships 
with NGOs and projects, which have funded 
useful activities. For example, SNV has con-
tributed funds to undertake a baseline survey 
of the costs of milk production along the milk 
value chain. SNV also provides funds to pay 
for capacity development activities that are in 
line with the requests of platform members. 
It is interesting to note that most platform 
members believe that SNV helps members 
from remote areas to pay for their transport 
and accommodation when participating in 
meetings, but this belief has been denied by 
an SNV representative. Should SNV decide 
to pull out from the platform and stop its 
financial contribution, platform members 
interviewed thought that the platform would 
definitely be weakened, “but not killed”. The 
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NGO Land O’Lakes also funds training of 
trainers, with dairy producers as the intended 
final target of capacity development; this 
NGO also provides innovative dairy produc-
tion equipment to platform members. 

7.5 StrAtegIc ISSueS For the 
tAngA dAIry PlAtForm

Regarding the strategic issues that the Tanga Dairy 
Platform is likely to face, the various responses 
from the stakeholders interviewed can be catego-
rized into two major challenges.

continuing to facilitate platform activities 
for an increasingly varied membership
The platform membership keeps growing. From a 
facilitation viewpoint (Ewen Leborgne, personal 
communication), a skilled facilitator can moderate 
a discussion with up to 250 platform members as 
long as the objective of the meeting is to share 
information. However, for meaningful decision-
making, such large assemblies are not ideal. Some 
delegation of tasks will be needed and the burden 
of work of the executive committee will grow in 
terms of preparation, communication and gather-
ing of viewpoints between meetings, while the 
general assembly will only validate what has been 
discussed and agreed in smaller but representative 
working groups. The latest members to join are 
representatives of informal city milk vendors, 
who have a completely different viewpoint from 
those of the producers and larger dairies that 
were the original members of the platform. Plat-
form meetings are becoming difficult to facilitate 
because of the large number of participants. The 
issues raised are becoming increasingly complex 
and varied because of the diverse composition 
of the membership. This diversity creates chal-
lenges regarding how to implement activities to 
address issues efficiently given the small financial 
resources available. In fact, there are no opera-
tional funds for the functioning of the platform. 
Key organizational members such as Tanga Fresh 
Limited and the Tanga Regional Secretariat, and 
committed individuals who are passionate about 
dairy development all contribute their time and 
resources to sustaining the platform activities. Will 
this remain sustainable?

To address these challenges, the following 
solutions were suggested by the stakeholders 
interviewed:

 � Foster the development of dairy platforms 
at the village and – particularly – district 
levels to help solve issues relevant to smaller 

administrative units rather than burdening 
the regional platform with problems that are 
not necessarily relevant to all the region’s 
stakeholders. This will help to reduce the 
number of issues raised at regional platform 
meetings. It could also help decrease the 
number of participants in regional meetings 
if issues relevant to the village and district 
levels are being tackled by local stakeholders 
through local platforms.

 � Consolidate the thematic working groups that 
have emerged to tackle specific technical or 
organizational problems into smaller dedicat-
ed groups of passionate and active participants.

 � Establish a membership fee to cover the 
operational costs of the platform and some of 
the costs of implementing projects. A mem-
bership fee could deter people from attending 
meetings; on the other hand, the clear benefits 
that members see in attending platform meet-
ings could be a strong enough incentive for 
them to make a small monetary contribution 
to sustain this forum. Given the diversity 
of backgrounds and capital resources of the 
platform members, it was recommended that 
some variation be allowed in the monetary 
contributions from members. Nonetheless, 
farmers’ contributions were seen as very 
important in getting them to be active con-
tributors to an institution that is meant to 
help them. Larger voluntary contributions 
from public, non-governmental and private 
organizations could also be encouraged to 
secure resources for core platform activities. 
These contributions are already made in 
kind, but it could be useful to make them 
more formal. Some projects and initiatives 
could also be undertaken for a fee by the 
platform and some of its members on behalf 
of a donor or government agency, to generate 
income to fund platform activities.

Institutionalizing the platform to reduce 
dependence on the enthusiasm and good 
will of a few key stakeholders
Although the Tanga Dairy Platform is no longer 
dependent on core funding from an outside organ-
ization, its current activities are largely sustained 
by the enthusiastic and passionate commitment of 
the individuals who make up the platform board 
and executive committee. There is a risk of becom-
ing over-dependent on these key stakeholders who 
might not stay in the platform permanently. For 
example, the Regional Administration Secretary 
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who attended all platform meetings from 2011 to 
2014 has been transferred to another position. Will 
the new secretary be as committed to monitor-
ing progress in the region’s dairy industry? The 
platform has already seen the withdrawal of its 
first main financial partner (RIU). Could the same 
happen with SNV or Land O’Lakes?

To reduce this overdependence on current 
stakeholders, the actors interviewed for this study 
recommended consolidating the platform’s com-
mittee and working groups to spread the burden 
of organizing platform activities over more mem-
bers. Another recommendation was to form a per-
manent secretariat for the platform with full-time 
staff dedicated to organizing the platform’s activi-
ties. Although this would create additional costs 
for the platform, it could consolidate its portfolio 
of activities by assigning human resources that are 
fully dedicated to facilitating the platform.

7.6 FrAmeworkS For PuttIng  
the tAngA dAIry PlAtForm 
Into PerSPectIve

This case study has described how the Tanga Dairy 
Platform has become a sustainable regional-level 
innovation platform. It is now self-facilitating its 
own activities. Through the platform, the region’s 
dairy stakeholders can support policy-makers in 
making decisions that are relevant to the issues 
faced by the sector. The platform has become an 
effective tool for value chain coordination and 
dairy sector development and a forum for all the 
essential stakeholders in dairy development in 
Tanga Region, making it an indispensable institu-
tional partner for all efforts to tackle the region’s 
dairy sector challenges.

The Tanga Dairy Platform is therefore a wel-
come example of a commodity association that has 
managed to become self-sustainable while achiev-
ing major outcomes for its members. It provides a 
definite success story compared with other cases 
of commodity associations that have struggled 
to become relevant and sustainable tools for sup-
ply chain development in developing countries 
(FAO, 2009). The way in which the Tanga Dairy 
Platform is organized, with individual and institu-
tional members all having an equal voice in sharing 
information and viewpoints at platform meetings, 
is reminiscent of the commodity councils found in 
the United States of America. However, the strong 
involvement of the Tanga Regional Secretariat in 
organizing the meetings and activities of the plat-
form and the fact that the platform currently does 
not have its own funds for activities point towards 

the model of Canadian value chain roundtables. 
Different types of commodity association and 
their various degrees of influence in the manage-
ment of agrifood marketing chains were reviewed 
by Cadilhon and Dedieu (2011), who provide 
useful organizational models in which commodity 
associations can be largely self-funded for their 
core activities. It is also worth noting that for each 
platform meeting, a chairperson is clearly identi-
fied through an obvious seating arrangement so 
that all participants know who is moderating the 
discussions. This designation of a discussion mod-
erator is in line with advice from van Rooyen et al. 
(2013) on how to facilitate an innovation platform. 

Major achievements of the Tanga Dairy Plat-
form have included shaping policies that have 
an impact on the dairy sector. Through this 
achievement, the platform joins similar innova-
tion platforms that have managed to engage with 
policy-makers to facilitate policy implementa-
tion, as documented by Cadilhon et al. (2013). 
The platform has also been successful in fostering 
dairy value chain development in Tanga, bring-
ing it into line with other African innovation 
platforms that have become useful vehicles for 
promoting market development (Birachi et al., 
2013). These achievements are largely the prod-
uct of the early investments by RIU in develop-
ing the capacity of platform stakeholders to 
facilitate activities on their own. The steps in the 
process of facilitating an innovation platform, as 
described by van Rooyen et al. (2013), are now 
well embedded in the main group of stakeholders 
in the Tanga Dairy Platform. 

The case study also provides anecdotal evi-
dence of the links among the structure of an 
innovation platform, the behaviour of its mem-
bers, and the performance of the platform, as 
suggested by Cadilhon (2013). The way in which 
the Tanga Dairy Platform is organized, with 
its board, committee and working groups, has 
allowed sustained collaboration and joint plan-
ning among the different dairy stakeholders who 
meet within the platform. In turn, this coordi-
nation has helped the platform lobby policy-
makers and achieve changes in dairy regulations. 
Another anecdotal example of the links among 
the structure, conduct and performance of the 
Tanga Dairy Platform is the fact that individuals 
and institutions are all represented with an equal 
voice in platform meetings. This translates into 
strong debates in session, which lead to improved 
communication and information sharing among 
members, leading to development of a common 
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understanding of milk price formation along the 
chain, and promoting endorsement of the Tanga 
dairy development strategy proposed by the 
platform committee.

The platform still needs to address challenges 
linked to the power dynamics and representation 
of its increasingly widespread membership in 
its activities. Cullen, Tucker and Homann-Kee 
Tui (2013) provide insights into how the inter-
ests of less powerful people can be harnessed 
effectively for innovation platforms to become 
powerful mechanisms for change. In addition 
to the platform’s own decision of November 
2013 on instigating the development of district-
level platforms, another strategic recommenda-
tion for the Tanga Dairy Platform is to foster 
the development of platforms at the village 
level, to solve local problems through local 
platforms. The MilkIT project has pioneered in 
this respect by setting up four village innova-
tion platforms in Lushoto and Handeni districts 
(Pham Ngoc Diep, Maass and Cadilhon, 2014). 

These platforms may help address local problems 
in a forum of fewer people than in the current 
regional platform. It will nonetheless create other 
challenges: finding the right partners to facilitate 
these new platforms (van Rooyen et al., 2013); 
and linking the dairy development activities at 
different administrative levels through the vari-
ous innovation platforms created, as described by 
Tucker, Schut and Klerkx (2013). 

teaching notes on using this case study  
as training material
The authors have also developed teaching notes 
that can be used along with this case study and 
other visual materials freely available online. The 
objective of the training is to encourage students 
and practitioners in agribusiness and innovation 
platform development to reflect on the lessons from 
the history, experiences and challenges of the Tanga 
Dairy Platform. The teaching notes are available 
at https://cgspace.cgiar.org/handle/10568/73664 
(accessed June 2016)
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Abstract
This research makes a contribution to the aca-
demic literature by exploring relationships and 
synergies between integrated agrifood parks and 
economic growth corridors in the Ethiopian 
context. The three main objectives of the research 
can be categorized as: i) analysis of the economic 
growth corridors of Ethiopia; ii) study of inte-
grated agrifood parks of Ethiopia; and iii)  iden-
tification of synergies between the economic 
growth corridors and the agrifood parks. The 
analysis of concepts, components and benefits 
of Ethiopia’s economic growth corridors and 
integrated agrifood parks was conducted using 
key informant interviews, a variety of literature, 
and independent analysis. Synergies between the 
economic growth corridors and the integrated 
agrifood parks were identified through desk 
research. The paper concludes that there are 
strong conceptual, component, contextual and 
beneficial synergies between the two. These find-
ings have important implications for the roles 
that policy-makers, international development 
organizations and businesses can play in maxi-
mizing the benefits from both economic growth 
corridors and agrifood parks in Ethiopia.

Keywords: agrifood park, economic growth 
corridor, Ethiopia, agro-value chain, public–
private partnership 

8.1 IntroductIon And roAdmAp
Ethiopia is one of the fastest emerging economies 
in the world, growing at an average rate of more 
than 7 percent since 2004 (CIA, 2012). Among 
the sectors fuelling this growth, agriculture is 
the most important, contributing 43 percent to 
national GDP and 80 percent to exports in value 

terms (Tadesse, 2010). In addition, it is an employ-
ment-intensive sector providing employment to 
85 percent of the population, most of whom live 
in rural areas. In view of the importance of the 
agriculture sector, the Government of Ethiopia 
has put agriculture to the centre of its strategy as 
a major source of economic growth in its recently 
designed Five-Year Growth and Transformation 
Plan (FYGTP) for Ethiopia. As one of its strategic 
pillars, the plan includes creating the conditions 
for industry to play a key role in the economy 
(Ministry of Finance and Economic Development, 
2010). To achieve this two-pronged goal of agricul-
tural and industrial development, the development 
of economic growth corridors (EGCs), mentioned 
in the Plan for Accelerated and Sustained Devel-
opment to End Poverty (PASDEP) (Ministry of 
Finance and Economic Development, 2006), and 
of integrated agrifood parks (IAFPs), mentioned 
in the Ethiopian Agro-Industry Sector Strategy, 
provide good options (Ministry of Trade and 
Industry, 2009).

This report identifies the synergies between 
the development of IAFPs and the development 
of EGCs, which could help policy-makers, devel-
opment agencies and businesses to optimize their 
resources and derive maximum benefits from 
both strategies.

Approach and research methodology
This report was written with three objectives in 
mind: i) analysis of the economic growth corridors 
of Ethiopia; ii) study of the integrated agrifood 
parks of Ethiopia; and iii) identification of syner-
gies between the two. The analysis of concepts, 
components and benefits of EGCs and IAFPs 
in Ethiopia was conducted using key informant 
interviews, a variety of literature and independent 
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analysis. The synergies between EGCs and IAFPs 
were identified through desk research.

roadmap of the report
In the next four sections, section 8.2 focuses on 
the concept, components, context and benefits of 
EGSs in Ethiopia. It provides a background for 
the study of IAFPs, as EGCs are a much broader 
concept than IAFPs, making it easier to identify 
the synergies between the two.

Section 8.3 focuses on the IAFPs that form 
an integral part of the Ethiopian Agro-Industry 
Sector Strategy. Similar to the treatment of 
EGCs, this section explores the strategy by 
focusing on the concept, components, Ethiopian 
context and benefits.

Section 8.4 identifies the synergies between 
the EGCs and IAFPs. The section concludes by 
summarizing the findings and setting out some 
recommendations for the roles that policy-makers, 
development agencies and businesses could play to 
derive the maximum benefits from both initiatives.

8.2 ovErvIEw of EconomIc  
growth corrIdorS

Economic growth corridor concept
The EGC is a regional economic development 
approach that is being implemented successfully 
in many developing countries, especially in South-
east Asia and Africa. An EGC is a geographic 
region with an identified potential for optimized 
economic growth because of its connectivity 
to value chains from separate and distant geo-
graphical locations (Gankhuyag and Babadjide, 
2006). The ECG approach concentrates produc-
tive activities at one location, and hence provides 
the advantages of economies of scale, achieved 
mainly through sharing of common resources 
(infrastructure, services, natural resources, etc.) 
for the production of output within a corridor. 
According to Ernst and Young, an EGC can be 
defined as a concentration of resources and policy 
attention on a range of economic activities located 
in strategic proximity to each other along a cor-
ridor, making it easier for business development 
activities (Ernst and Young, 2011).

The main objective of an EGC is equitable 
distribution of benefits to subnational locations 
with due consideration to regional characteristics. 
In addition to this main objective, an EGC has 
several other purposes including building bridges 
for trade, facilitating transactions among regions/
continents and serving as an economic transaction 
network for the development of advanced techno-

logical hubs. Therefore, each EGC requires careful 
design to encompass all the activities – production, 
processing and marketing – of the different value 
chains connected to it. Figure 8 shows an EGC 
encompassing different value chains and public 
and private facilitating services along a transport 
and communication axis.

As an EGC is tailored to its region, EGC poli-
cies primarily stress targeting of the sectors with 
the most growth potential, ensuring that the com-
petitive advantage of the region is fully exploited. 
EGC policies also support cross-sectoral link-
ages provide spill-over benefits such as develop-
ment of markets, upgrading of infrastructure and 
strengthening of human capacities and skills. 

It is important to note that there is a differ-
ence between a transport corridor and an EGC. 
A transport corridor is generally a linear tract of 
land that contains lines of transportation such 
as highways, railroads or canals. An EGC is a 
much broader concept that often encompasses a 
transport corridor, which forms the transporta-
tion and communication axis on which the EGC 
is based. In the recent past, after establishing 
transport corridors, many countries have therefore 
gone forward with the task of upgrading them to 
EGCs. For instance, the Mtwara Corridor linking 
four countries – Malawi, Mozambique, the United 
Republic of Tanzania and Zambia – is still in the 
preliminary stage of being a transport corridor 
moving towards EGC status. This corridor is 
being constructed with the aim of developing the 
core economic sectors of industry, agriculture and 
tourism in the region (Box 1).

Many other regional initiatives such as growth 
triangles and growth poles also exist. However, as 
these initiatives are not closely aligned with national 
planning activities, it is challenging for development 
agencies to provide assistance to them.

components of economic growth corridors 
Each EGC is region-specific and is designed to 
exploit comparative advantages that the region has 
to offer. As every EGC encompasses the activities 
of the different value chains connected to it, it is 
possible to identify some of the components that 
are common to all EGCs (Figure 8).

The four main broad components are: i) actors 
in the value chain; ii) public services providing 
the enabling environment; iii) the private sector 
providing facilitating services; and iv) the transport 
axis. Each EGC is a mix of elements from the first 
three broad categories depending on the regional 
and government priorities along the fourth com-
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ponent – the transport axis. Table 12 shows some 
of the most common elements falling into the first 
three broad categories.

Ethiopian context
Policy context: The agricultural development-led 
industrialization (ADLI) strategy, which has been 
implemented since 1991, was the first phase of 
agricultural development in Ethiopia. It marked 
considerable improvements in traditional farming 
techniques, with a strong focus on inputs. The 
thrust of ADLI has been to: i) improve agricultural 

extension services; ii) promote better use of land 
and water resources; iii) enhance access to financial 
services; iv) improve access to domestic and export 
markets; and v) provide rural infrastructure (Min-
istry of Agriculture and Rural Development, 2010).

The second phase of Ethiopian agriculture 
development was initiated by implementation of 
the Plan for Accelerated and Sustainable Develop-
ment to End Poverty (PASDEP) to support the 
ongoing ADLI strategy from 2005/06–2009/10 
(Ministry of Finance and Economic Development, 
2006). PASDEP called for:

BOX 1
mtwara development corridor

Four African nations – Malawi, Mozambique, the United Republic of Tanzania and Zambia – are collaborating 
to develop the Mtwara Development Corridor (MtDC) in a major push to attract private investment in the rich 
resource base of one of the Africa’s underdeveloped regions.
Major projects include the following:

power project
The Tanzanian Government has signed an agreement of intent with multi-national companies for a project to 
develop the coal field and a 400-MW coal-fired power station at Mchuchuma in the remote southwestern part 
of the United Republic of Tanzania, some 950 km from Mtwara. The coal mined will not only be used to fire the 
power station but also be exported and used to support the development of local industries and households.

Logistics infrastructure project
Ports at Mtwara, Manda, Mbamba Bay, Lindi and Kilwa and air connectivity at Mtwara, Songea and Njombe 
are being upgraded to facilitate international trade. The roads linking Mtwara to Mbamba Bay are being 
rehabilitated and constructed with the aim of providing MtDC with a transportation backbone and facilitating 
domestic trade in the region.

Industrial development 
With the aim of stimulating industrial development in the region, the MtDC envisions construction of export 
processing zones (EPZs) and has also identified numerous investment possibilities in mining, petrochemicals 
and petroleum.

Agriculture
The eastern area of the region – from Mtwara to Masasi – has a relatively well developed road network and 
great potential for agricultural production, particularly of cashew nuts. Realizing the potential of cashew prod-
ucts, MtDC is encouraging privatization of the State-owned cashew processing plants that have fallen into 
disuse, which offers great potential for their rehabilitation. 

tourism
The development of a new transfrontier wildlife wilderness area involving the southward extension of Selous 
Game Reserve – the biggest of its kind in the world – and its incorporation into northern Mozambique’s Res-
ervo do Niassa which borders the United Republic of Tanzania presents promising opportunities for attracting 
private investment to develop tourism industry. The MtDC is also facilitating the development of ecotourism 
hotels and a marine park complex for stimulating tourism in the area (Garden, 2006).
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FiGURE 8
the components of Egcs

Public services providing the enabling environment

Market information, finance, roads, airports, ports, standards, food safety,
property rights, innovation, commercial laws, etc.

Transport, storage, communication, dealers, exports, imports,
packaging, training, technology, etc.

Private sector providing the facilitating services

 

Production  Pre-production
input

Distribution
and marketingPost-production Processing

Production  Pre-production
input

Distribution
and marketingPost-production Processing

Sources: author’s analysis.

TABLE 12
common elements of Egcs, by broad category

value chain actors public services providing  
the enabling environment

private sector providing  
facilitating services

Pre-production Inputs Market information Transport

Production Finance Storage

Post-production Logistics infrastructure Communications

Processing Food safety Dealers

Distribution and marketing Standards Exports and imports

Commercial laws Training

Innovation Technology

TABLE 13
characteristics of the three phases of agricultural development in Ethiopia

phase 1 phase 2 phase 3

Programmes ADLI ADLI, PASDEP and PSNP FYGTP and PSNP

Period 1991/92–2004/05 2005/06–2009/10 2010/11–2014/15

Results achieved/planned Traditional farming activities 
improved

Small-scale water management 
schemes, improved rural infra-
structure and organized provi-
sion of fertilizers and pesticides 

Aims at commercialization 
of agriculture and release of 
labour from the traditional 
agriculture sector

Source: Ministry of Agriculture and Rural Development, 2010.
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1. market-based agricultural development; 
2. increased private-sector investment;
3. specialized support services for 

differentiated agro-ecological zones; 
4. improved rural–urban linkages; 
5. special efforts to support 

pastoral development.

This phase achieved considerable progress in the 
introduction of small-scale water management 
schemes, improved rural infrastructure and the 
organized provision of fertilizers and pesticides 
(Ministry of Finance and Economic Development, 
2006). Ethiopia began implementation of a more 
comprehensive approach to the critical issue of 
food security under its Food Security Programme 
(FSP) in 2005. In the past, much support for the 
chronically food-insecure was through emergency 
food assistance. This approach was insufficient 
and unpredictable and failed to address the under-
lying causes of food insecurity. A core element of 
the FSP is the Productive Safety Net Programme 
(PSNP), through which more predictable food 
and cash transfers are made to chronically food-
insecure households in return for labour on pub-
lic works projects, particularly community-based 
watershed rehabilitation. These investments have 
helped to protect and build household assets, 
while at the same time strengthening the produc-
tive base of food-insecure areas and reducing 
chronic food insecurity.

The third phase of Ethiopian agricultural devel-
opment started with unveiling of the FYGTP, 
which seeks to achieve productive transformation 
through the commercialization of agriculture and 
the release of labour from the traditional agricul-
ture sector (Ministry of Finance and Economic 
Development, 2010). This objective is consistent 
with the institutional economics perspective that 
states that the faster the rate at which labour 
moves from traditional agriculture and low-pro-
ductive informal activities to the modern sector, 
the more rapid the economic growth rate (Rodrik, 
2006). Modern activities such as the expansion of 
non-traditional agriculture, the mechanization and 
modernization of traditional activities and rapid 
industrialization can be a significant source of 
productivity gains. Among these activities, rapid 
growth is associated mainly with the expansion 
of industrial activities (Rodrik, 2006). Table 13 
provides a summary of the first, second and third 
phases and the results achieved in each.

In the third phase, the national government 
has used the EGC model to achieve productive 

transformation. Through EGCs, the Ethiopian 
Government aims to boost land productivity by 
integrating support to extension services such as 
the construction of rural roads, the provision of 
fertilizers inputs, subsidized credit and improved 
seeds, and water management. The government 
also plans to support the development of rural 
non-farm sectors, particularly the industrial sector, 
to serve as the basis for sustainable and productive 
employment. In the Ethiopian agro-industry sector 
strategy, there is strong emphasis on the develop-
ment of the agroprocessing industry to achieve this. 

EGCs in Ethiopia: As mentioned in the previous 
paragraph, the Ethiopian Government has adopt-
ed the strategy of establishing EGCs around 
the country to accelerate economic growth and 
optimize investment. Based on studies conducted 
in agro-ecological zones and the specific envi-
ronmental conditions of the country, PASDEP 
indicates six growth corridors at the national 
level focusing on crops that have comparative 
advantages: i) Tana-Beles Basin; ii) Western and 
Eastern Hararghe centring on Dire Dawa; iii) the 
Rift Valley; iv) Addis Ababa v) South and South 
West Wallaga and surrounding areas; and vi) 
resettlement areas.

In line with the PASDEP, the regional states 
quickly assumed the mandate to identify economic 
corridors within their own administrative bounda-
ries as explained in the following paragraphs. 

Across the regional states, 22 EGCs have been 
identified in the four main regions – nine in 
the Southern Nations, Nationalities and Peoples’ 
Region (SNNPR), six in Amhara, five in Oromia 
and two in Tigray – which are depicted in the map 
in Annex 8.3 and in Table 14. The socio-economics, 
natural resources, challenges and opportunities of 
each EGC were studied. In each regional state, a 
number of relevant stakeholders participated in 
the identification of these corridors. 

Most of the EGCs include agricultural and agro-
industry development as priority sectors. As seen in 
Table 14, some of them are named after the agricul-
tural commodities they handle. However, the status 
of these growth corridors is similar in all regions: 
the corridors have been identified and study results 
have been documented but they are not yet being 
used. To provide a brief understanding of Ethiopian 
EGCs and how agricultural components are inte-
grated into these EGCs, the case studies from Oro-
mia and SNNPR are summarized in the following 
paragraphs and in more detail in Annex 8.4 (based 
on 2014 information provided by B. Tadesse).
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Oromia: The major development goals of forming 
growth corridors in Oromia were to: i) address 
food security problems in a sustainable way by 
transforming food-insecure and pastoral areas into 
centres of development; and ii) make a paradigm 
shift and bring overall societal transformation 
through utilization of the available human and 
natural resources. Regional assessments were con-
ducted of socio-economic characteristics, techno-
logical gaps, input demand, potential, opportuni-
ties and challenges, assuming that each region 
has its own natural potential. Ultimately, the 
core criteria of agro-ecological conditions and 
farming systems were used to identify six growth 
corridors. During the planning phase of corridor 
development, potential resources and constraints 
were assessed, critical issues were identified, an 
implementation strategy was designed, short and 
long-term plans were prepared, and major inter-
ventions and key actors were identified. A regional 
steering committee and technical committee were 
established to guide the design and implementa-
tion of growth corridor initiatives in the region. In 
addition, regional stakeholders’ institutions were 
identified as implementation agencies.

As a next step, the region initiated two devel-
opment projects, which are recognized as good 
examples of development projects for EGCs: the 
Awash Fantale Irrigation Project in Rift Valley 
EGC, and the Borena Water Network Project 
in Borena EGC. It was assumed that these areas, 
although drought-prone, have huge potential for 

growth. Fantale has good potential for irrigation-
based vegetable and fruit production by diverting 
Awash River; and Borena is known for its high-
quality beef cattle when provided with better 
access to water that can be obtained from massive 
underground sources. Activities for realizing the 
desired objectives are already going on in both 
areas, but these are at a very basic stage and face 
a number of challenges. These activities are docu-
mented in Annex 8.4.

Although the growth corridor initiatives have 
not yet been implemented as planned, Awash Fan-
tale Irrigation and Borena Water Network projects 
are good examples of development projects in 
the corridors. They have been quite successful in 
attracting the attention of the Federal Government 
and development partners. Attempts made so far 
revealed that it is possible to transform food-inse-
cure communities into food-surplus ones if projects 
are properly implemented and managed in a sustain-
able manner (see the case study in Annex 8.4).

SNNPR: Similar to Oramia, the main objective 
of establishing a growth corridor in SNNPR 
was sustainable agricultural development through 
focusing on the available resource potential of geo-
graphically demarcated areas. SNNPR conducted 
surveys to analyse the potential, opportunities 
and constraints in four watersheds – Omo-Ghibe, 
Genale-Dawa, Rift Valley and Baro-Akobo – and 
part of Awash watershed. Agro-ecological condi-
tions and commodity specialization were the core 

TABLE 14
Economic growth corridors in the four main regions of Ethiopia

Snnpr Amhara oromia tigray

Upper Rift Valley 
Watershed

Tana South-East Oromia Western Growth Corridor: 
sesame, livestock, incense 
and gum

Northern Highland Cereals Tekeze South Bale and Guji Southern (Raya area):  
fruits and vegetables

Central Crops East Amhara Borena

Abaya and Chamo Lakes 
Watershed

Central Amhara Rift Valley 

Eastern Coffee South-West North Shewa and  
the Abay Valley 

Eastern Highland Crops North-West 

Western 

Central Omo-Gibe 
Watershed 

Pastoralist Areas 

Source: information provided by B. Tadesse, 2014.
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criteria used for demarcation of these development 
zones and development areas. Specific definitions 
were given for important technical terms in the 
context of growth corridors:

1.  Development zones include neighbouring 
woredas with similar natural resource poten-
tial, biodiversity, farming systems and agri-
cultural problems/challenges.

2.  Development areas are areas within develop-
ment zones that have specialized or homoge-
neous natural resource potentials (for coffee 
production, spice production, livestock pro-
duction, etc.).

3.  Growth poles are centres of agro-industry 
and business that are located within a devel-
opment zone or area and have an important 
economic role in local and global mar-
kets. They are selected based on their natu-
ral resource potential, basic infrastructure 
(water, power, etc.) and the radius of the 
location.

4.  Growth corridors are geographical areas that 
connect growth poles with local and global 
markets or that include growth poles and 
connect production and market centres.

Based on the results of the study, SNNPR defined 
and identified commodities for specialization and 
growth poles in each growth corridor, as shown 
in Table 15.

As in Oromia, the corridor studies in SNNPR 
have not been implemented as planned. However, 
efforts are under way to link the implementation 
of development projects for coffee, sugar cane, etc. 
to corridor studies.

Efforts of regional and federal government to 
establish EGCs: In general, the regional eco-
nomic corridors were different from conventional 
practice and lacked a framework for addressing 
the common goal of national economic growth. 
Moreover, at both the federal and regional levels, 
understanding of the concept and implementa-
tion modality of EGCs varied. Thus, there was 
an apparent need for bringing all the initiatives 
together and guiding their subsequent implemen-
tation within the national development planning 
and policy framework.

Addressing this need, the United Nations 
Development Programme (UNDP) has assisted 
the Federal Government’s Ministry of Finance and 
Economic Planning by supporting introduction 
and implementation of the EGC concept through 
the following actions:

1.  Raising awareness and understanding 
among the stakeholders: This was an 
attempt to solve the confusion within 
several regional governments that had 
already committed significant resources 
to establishing their own growth corri-
dors without having a thorough under-
standing of the concept and implementa-
tion modalities.

2.  Organizing learning mission: 15 govern-
ment staff members from different sectors 
and United Nations agencies took part in a 
learning mission to Malaysia and Viet Nam 
on EGCs, enabling them to understand the 
concept, method of identification, design 
and implementation modalities of invest-
ment projects. 

TABLE 15
Economic growth corridors in Snnpr

growth corridor commodity specialization growth poles

Upper Rift Valley Watershed Pepper, lowland pulses Silte

Northern Highland Cereals Wheat Isia, Lemo

Central Crops Lowland pulses Soddo surroundings, Kacha Bira, Demba 
Gofa

Abaya and Chamo Lakes Watershed Vegetables, fruits, fish Bonke, Arbaminchi

Eastern Coffee Coffee Wonago, Hawassa

Eastern Highland Crops Livestock and livestock products Bensa

Western Non-timber forest products Bench, Masha, Gimbo

Central Omo-Ghibe Watershed Spices and natural forest Marka

Pastoral Areas Livestock/Omo dam deve’t Bako Gazer, Surma, Dassenech

Source: information provided by B. Tadesse, 2014.



Enabling more inclusive and efficient food and agricultural systems in Africa112

3.  Drafting a national framework and strat-
egy for the identification, establishment 
and operation of EGCs: This was the 
main UNDP intervention towards EGC 
realization and was developed on the 
recommendation of the learning mission 
in Malaysia and Viet Nam. Under the 
leadership of the Ministry of Finance 
and Economic Planning, a consulting 
firm prepared the strategy document 
for presentation at workshop in which 
federal and regional representatives par-
ticipated. Based on inputs received at 
the workshop, the consulting firm sub-
mitted a final version of the strategy to 
UNDP and the Ministry of Finance and 
Economic Planning for consideration. 
However, this document has not yet been 
communicated to the regions and other 
stakeholders for implementation.

Achievements of EGCs: Achievements of the efforts 
to realize the growth corridor approach include:

1. creating a degree of awareness among the 
representatives of regional bureaux;

2. developing a national EGC framework on 
the recommendation of the learning mission 
in Malaysia and Viet Nam; 

3. formulating a strategy for the identification, 
establishment and operation of EGCs;

4. conducting studies of growth corridors in 
each region, for use as references for differ-
ent development interventions; 

5. implementation of successful water develop-
ment projects in Awash Fantale and Borena, 
which are described in Annex IV.

Challenges facing EGCs: Despite all the efforts 
by the federal and regional governments, the 
growth corridor plans have not yet been imple-
mented, and the future direction has not been 
defined. The national framework developed 
with the support of UNDP has not been com-
municated to the concerned federal and regional 
institutions for implementation. Among the 
major reasons for failing to implement the 
growth corridors are: 

1. lack of official approval of the corridor plans 
by the regional government;

2. absence of an adequate institutional set-up 
to coordinate the planning and implementa-
tion processes;

3. absence of a monitoring and evaluation 
system;

4. lack of alignment and integration with gov-
ernment bureaux and between regions and 
NGOs;

5. limited resources for financing the imple-
mentation of corridor plans;

6. lack of common understanding on the con-
cept and approach of EGCs, with regions 
trying to do too many things at once rather 
than setting up transport corridors first 
and then transitioning to EGCs, which has 
been a successful model pursued by many 
countries;

7. failure to share with stakeholders the nation-
al strategic framework for harmonizing the 
implementation of EGCs, prepared with the 
financial support of UNDP;

8. absence of a comprehensive value chain 
approach that takes into consideration agro-
processing and marketing systems (2014 
information on EGCs in Ethiopia provided 
by B. Tadesse).

main benefits
As EGCs have not been implemented in Ethio-
pia, it is challenging to document direct benefits 
that result from them or may result in the future. 
Therefore, this section focuses on general ben-
efits that can be derived from EGCs. As EGCs 
seek to exploit the growth potential of the region, 
the benefits derived from them depend largely on 
the specific region and sector. However, common 
benefits that can be derived from most EGCs 
can be broadly classified into the following 
categories: i) infrastructure; ii) institutional; iii) 
investment promotion; iv) market development; 
and v) socio-economic. 

Infrastructure: Infrastructure improvement is one 
of the most important benefits derived from EGC 
development. Usually, substantial EGC invest-
ment is channelled to setting up infrastructure that 
contributes significantly to the desired economic 
development in the region. This infrastructure 
development focuses mainly on the revitalization 
of energy and logistics infrastructure. Energy 
infrastructure is the backbone of industries as 
industrial processes are energy-intensive. On the 
other hand, logistics infrastructure – airports, 
roads and ports – facilitates trade and attracts 
private investment. Nowadays, export process-
ing zones (EPZs) form an integral component of 
EGCs that target specific industries characterizing 
the region, as seen in the Mtwara Development 
Corridor. These EPZs aim to diversify the econo-
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my to more productive and value-added activities 
while at the same time enhancing the sophistica-
tion of production and export structures (Nubler, 
2011). This results in higher economic growth for 
the region and the country. The benefits accrued 
from infrastructure development are summarized 
in Table 16.
Institutional development: Effective management 
of an EGC requires good cooperation between 
the private and public sectors. Various local public 
institutions have to be established to help the 
effective and efficient management of the EGC. 
These institutions range from simple public ser-
vice providers such as post offices to more sophis-
ticated trade capacity-building institutions such 
as national accreditation and patent and design 
protection bodies. Figure 9 shows the spectrum of 
these local institutions.

The trade capacity building institutions are 
particularly important as they enhance capacity 
to participate in global trade of enterprises among 
developing countries and countries with economies 
in transition. The ability of enterprises in these 

countries to trade internationally depends increas-
ingly on their ability to enter the global value chains 
that are established by transnational corporations. 
To help enterprises enter these value chains, these 
institutions work on the supply side by enabling 
enterprises to manufacture products of the quality 
demanded by the export market. Development of 
these institutions also facilitates the strengthening 
of businesses through the dissemination of best 
practices, especially relating to safety and quality 
standards, while institutions such as patent and 
design protection bodies provide the enabling 
environment for businesses to prosper.

Investment promotion: Modern infrastructure 
and efficient administration in an EGC provide 
favourable conditions for attracting investment. 
For instance, EPZs offer policy incentives such 
as tax holidays and subsidies to attract private 
investments. By attracting private investments and 
facilitating international trade, EGCs contribute 
not only to regional economic development, but 
also to national economic development.

TABLE 16
Benefits of infrastructure development in Egcs

Energy infrastructure Logistics infrastructure EpZs

Powers energy-intensive  
industrial processes

Facilitates trade in the region by 
encouraging connectivity 

Foster international trade and increase 
foreign exchange earnings 

Attracts investment in EGCs Attracts investment in EGCs
Attract domestic and international 
investment in the region by providing 
policy incentives

Diversify the economy to more 
productive and value-added activities

Source: Nubler, 2011.

FiGURE 9
the spectrum of local institutions involved in economic growth corridors

Simple public 
service providers

Sophisticated trade 
capacity building 

institutions

(a) Provide business 
facilitating services 
such as post 
offices, railway 
connections, etc.

(a) Enhance capacity
 of enterprises 
to participate in 
global trade 

(b) Disseminate and 
develop best practices 
in the fields of quality 
and safety standards, 
property rights, etc.

Source: author’s analysis.
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Market development: Through the consolidation 
of retail and procurement markets in the global 
economy, global agrovalue chains are increasingly 
being transformed and reorganized. Where manu-
facturers may traditionally have driven distribu-
tion by developing brands and using a network 
of wholesalers and retailers to sell and distribute 
goods to consumers, retailers are now the main 
drivers of the value chains (Dobson, Waterson and 
Davies, 2003). 

One of the consequences of retail-driven value 
chains has been the proliferation of public and 
private standards in domestic and international 
markets because of rising concerns about safety, 
the origins of products, and environmental and 
social impacts. In an EGC, production of high-
quality products complying with private and 
public standards allows access to national and 
international retail markets. Moreover, the busi-
nesses operating in the EGC are themselves a huge 
market for suppliers, resulting in the emergence 
of small and medium enterprises (SMEs) in the 

region. Figure 10 shows the relationships of EGCs 
with domestic and global markets.

Socio-economic benefits: Creation of employment: 
The businesses operating in an EGC provide an 
important source of employment for local com-
munities in the region. Having more income at 
the disposal of the community also facilitates the 
development of other service businesses such as 
restaurants, expanding employment opportunities 
in the region. The emergence of SMEs supplying 
domestic and international companies in the EGC 
provides off-farm employment, particularly in the 
processing and pre-processing sector.

Rises in incomes: The creation of employment 
opportunities in non-traditional sectors, especially 
industries, through the establishment of EGCs 
helps in bringing value addition closer to the com-
munities living in the region. It gives households 
the possibility of switching to more sustain-
able income-generating opportunities from the 

FiGURE 10
relationships of economic growth corridors with domestic and global markets

Global market

Domestic market

Economic
growth corridor

Businesses in EGC
supplying 

global markets

1) Domestic businesses 
supplying EGC

2) EGC supplying 
domestic market

Source: author’s analysis.

TABLE 17
Socio-economic benefits of economic growth corridors

creation of employment Income rises

Employment opportunities created in EGC businesses Industrial development brings value addition closer  
to community members, raising their incomes

Employment opportunities created in new SMEs supplying 
businesses in the EGC

Sustainable employment opportunities ensure stable  
year-round income opportunities

Disposable income in the community creates employment 
opportunities in other sectors such as entertainment

Source: author’s analysis.
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very low-profit agriculture sector. Low-income 
households also raise their incomes substantially 
as value addition is brought closer through the 
industrial development in the region by the EGC. 
Table 17 summarizes the socio-economic benefits 
of EGCs.

8.3 ovErvIEw of IntEgrAtEd 
AgrIfood pArkS

the integrated agrifood park concept
The novel and innovative IAFP model was first 
introduced in India as part of the Mega Food Park 
Scheme, a flagship scheme of the Government 
of India’s Ministry of Food Processing Industry, 
which aimed to achieve the ministry’s Vision 2015.36 
The Mega Food Park Scheme aimed to accelerate 
growth of the food processing industry in India 
through the establishment of strong food process-
ing infrastructure backed by an efficient supply 
chain (Ministry of Food Processing Industry, 2010).

The scheme adopted a public–private partner-
ship approach with both the public and the private 
sectors given important roles in operationalizing 
the parks. While the Ministry of Food Processing 
Industry helped to establish 45 food parks (Min-
istry of Food Processing Industries, 2004), the 
model has gained so much popularity that Indian 
states are now requesting the Central Government 
to allot more mega food parks. To elaborate on 
the mega food park concept, Box 2 describes the 
example of the Malappuram Food Park (although 
this is not an IAFP), which was constructed with 
financing from the Ministry of Food Processing 
Industry, support from the Ministry of Commerce 
and technical assistance from the United Nations 
Industrial Development Organization (UNIDO). 

Over time, many agrifood park models have 
been introduced in India, including the IAFP, 
which was elaborated by Wageningen University 
in the Netherlands with an intention of exporting 
the idea worldwide. In India, Yes Bank linked 
up to Alterra, a unit of Wageningen University 
Research Centre, to bring the Dutch institute’s 
agropark concept to India. In 2007, Alterra, 
Yes Bank and the Hyderabad-based firm Indu 
Projects Ltd planned to set up four IAFPs in the 
State of Andhra Pradesh with a budget outlay of 

36 Important targets for Vision 2015 were: i) increasing the 
proportion of perishable foods processed from 6 to 20 
percent; ii) increasing value addition from 20 to 35 per-
cent; and iii) increasing India’s share in global food trade 
from 1.5 to 3 percent.

Rs 10 billion (Food and Beverage News, 2007). 
However, of these four proposed initiatives, only 
one park seems to been established – the Kisan 
Special Economic Zone of the Indian Farmers 
Fertiliser Cooperative, a park realized under the 
mega food park scheme that has special economic 
zone status. This innovative and effective model 
has the potential to be applied in other develop-
ing countries seeking to follow similar develop-
ment pathways.

Broadly, an agrifood park can be defined as 
an infrastructure platform that brings together a 
group of firms specializing in the processing and 
storage of agrifood products. Specifically, an IAFP 
represents an innovative system in the concept of 
metropolitan agroproduction, agroprocessing and 
agrologistics. It is a spatial clustering of differ-
ent agrovalue chains (such as plants, freshwater 
produce and livestock), combined with non-agro 
functions such as commercial and social infra-
structure and services. Its large scale of indus-
trial processing provides an opportunity to apply 
updated processing techniques and principles of 
industrial ecology, such as the mutual use of waste 
and by-products. 

Spatial clustering reduces transport and, by 
doing so, veterinary risks. The main innovation of 
the agropark is the demand-driven combination 
and integration of various agricultural activities. 
In addition to upstream production, within a park 
emphasis is also placed on downstream process-
ing because it is usually here that the most value 
is added to food products, resulting in greater 
revenues (Ministry of Trade and Industry, 2009). 

Figure 11 indicates how the IAFP can be 
effective in achieving value addition by adopting 
the broader value chain perspective and focusing 
on agroprocessing.

IAFPs aim to integrate different actors from 
various value chains and are characterized by 
demand-led and innovative value chains. The 
emergence of the demand-led rather than supply-
led value chains ensures smooth and efficient 
coordination among value chain actors. IAFPs 
have the objectives of helping create enabling 
infrastructure for food processing and a compre-
hensive “farm-to-plate” supply chain system. The 
parks provide state-of-the-art food processing 
infrastructure in India.

The selection of an IAFP is based on the poten-
tial of the region to become a major agricultural/
horticultural cluster in the country. The clustering 
approach is followed to exploit economies of 
scale, reduce wastages and ensure value addition, 
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BOX 2
malappuram food park, kerala – A model public–private partnership

The food park constructed at Kakkancherry in Malappuram District at an estimated cost of Rs 250 million was 
the first of its kind in Kerala State, india. The project was partly financed (Rs 40 million) by the Ministry of Food 
Processing industry, supported by the Ministry of Commerce and technically assisted by UNiDO. 

By the end of 2004, 16 companies had agreed to invest Rs 240 million in the park, indicating a strong 
demand to participate. Basic infrastructure and common facilities were upgraded and developed to facilitate 
the production of more than 25 products. The on-site research and development facility provides both trouble-
shooting and technical extension activities in support of park industries. The incubation centre, equipped with 
the latest technologies, provides innovation for the manufacture of novel and/or value-added foods, enabling 
companies to expand markets and keep abreast of new commercial opportunities. 

The identification of food processing industries, preparation of pre-investment business plans, environment 
health and safety training, selection of suitable partners for establishment and operation of common infra-
structure were undertaken by UNiDO. UNiDO also helped the state to publicize the park throughout Southeast 
Asia. A number of agencies, consultants and contractors were commissioned for the successful completion of 
the food park (FAO, 2006).

The following table shows the main features of the Malappuram Food Park.

main features of malappuram food park

Location advantage

 � Proximity to the Regional Engineering College (REN) and the newly 
established Indian Institute of Management (IIM) at Kozhikode.

 � The park is located on NH17, which links Mumbai to South India. 

 � Karipur Airport at Kozhikode is 10 km from the park. 

 � Kozhikode Railway Station is 20 km from the park. 

 � Malappuram is linked by good all-weather roads to Kerala and India. 

Infrastructure

 � Uninterrupted power supply through a substation and distribution 
system. (Estimated cost Rs40 million). 

 � 3.5 million litres/day (MLD) treated water supply and distribution sys-
tem. (Estimated cost Rs20 million). 

 � Communications network. 

Common facilities

 � Healthcare centre. 

 � Convention facilities. 

 � Hostel for workers and staff. 

 � Bank. 

 � Post Office. 

 � Telecommunications centre (>400 lines). 

 � Modern cold storage. (Estimated cost Rs40 million). 

 � Fully equipped laboratory. (Estimated cost Rs8 million). 

 � Hygienic waste disposal system for solid wastes and liquid effluent. 

 � Dry warehouses for raw materials and finished goods. 

 � Marketing and exhibition centre. 

 � Common effluent treatment plant. (Estimated cost Rs5 million). 

Manufacture secotrs

Yeast manufacturing, soft drinks and mineral water bottling, spirit from 
cassava, fruits, etc. Fruit juices, fruit pulp and concentrates, pappad, 
pickles, chutney, jams, jellies, etc. dehydrated/dried vegetables, spices, 
oleoresins, essential oils, etc. Breakfast cereals, weaning foods, nutri-
tional foods, etc. IQF fruits and vegetables, ready-to-eat snacks/meals, 
etc. Flour mills, bakeries, noodles, vermicelli, confectionery, tomato 
sauce, ketchup, powders, pastes, juices, etc.

Source: FAO, 2016.
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An AFP is linked to 20–25 RTCs as shown in 
Figure 13. The RTCs serve as major production 
hubs, each for a minimum area of 20–25 acres 
(8–10 ha). An RTC is a centre where farmers 
come with their produce and sell it to enterprises 
operating in the AFP. Hence, the primary func-
tion of a RTC is to act as an aggregation and 
marketing centre. In addition, the RTC serves as 
a social centre by providing primary and second-
ary education, primary health care, rural markets, 
agriclinics, etc. By linking farmers to demand-
driven value chains, the RTC helps lower costs 
by reducing post-harvest losses and transport and 
energy costs. 

Ethiopian context
Policy context: IAFPs are an integral part of the 
Ethiopian agro-industry sector strategy, which 
could lead to the development of agriculture and 
agro-industries in the country.

As the agriculture development strategy has 
remained at the top of the agenda of the Ethio-
pian Government, considerable progress has been 
achieved in agriculture. However, transformation 
and value addition remain at a rudimentary state 
of development. Although agro-industry has huge 
potential to contribute to the national economy, at 
present it contributes a meagre 3.4 percent of GDP. 
Most factories are underutilized and work at less 
than 65 percent of capacity. Lack of good-quality 

especially in perishable commodities such as fruits 
and vegetables. In a developing country context, 
the model is useful in increasing the returns for 
farmers and creating employment opportunities, 
particularly in rural areas. 

In addition, small- and medium-scale entre-
preneurs who normally find it difficult to invest 
independently in capital-intensive facilities such as 
cold stores, warehouses, quality control facilities, 
effluent treatment plants and similar infrastructure 
can overcome these challenges through IAFPs 
(Ministry of Food Processing Industry, 2010).

components of an integrated agrifood park
AN IAFP has mainly two parts:

1. an agrifood park (AFP); 
2. rural transformation centres (RTCs).

Figure 12 shows the structure of an IAFP with the 
depiction of these parts.

Similar to EGCs, it is also possible to classify 
the subparts of both the AFP and the RTCs into 
three categories: i) actors in the value chain; 
ii) public services providing the enabling envi-
ronment; and iii) the private sector providing 
facilitating services (Annexes I and II). An AFP 
is usually developed on a minimum area of 500 
acres (202 ha) and provides world-class facili-
ties for hi-tech agroprocessing by serving as a 
regional node of innovation. 

FiGURE 11
value addition achieved through the integrated agrifood park model

Source: Ministry of Trade and Industry, 2009.
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FiGURE 12
components of an integrated agrifood park
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FiGURE 13
the components of a rural transformation centre
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raw materials and weak backwards linkages have 
been recognized as the main constraints causing 
this underutilization. Due to the current inefficient 
state of the agroprocessing industry, it has become 
a massive challenge for processors to attract major 
investments in mechanization, irrigation, agro-
industries and infrastructure. The result is the 
creation of a vicious circle as the situation of agro-
industries is hindering investment in the sector.

To break this vicious circle, a number of chal-
lenges need to be addressed by taking an integrated 
approach. The main challenges and proposed solu-
tions are outlined in the following:

1.  Absence of an organized system linking the 
farmgate to the food plate: the solution lies 
in effective integration of different actors in 
the value chain. As most of Ethiopian farm-
ers are smallholders, it is essential to devise 
innovative business models that include 
them in value chains. In addition, support 
has to be extended to farmers so that post-
harvest losses – estimated to be as high as 40 
percent for perishable products and 20 per-
cent for cereals and pulses – can be reduced. 

2.  Weak infrastructure and poor production 
and processing capacities: the solution lies 
in addressing bottlenecks in the infrastruc-
ture, which can support the development 
of efficient value chains. These demand-
driven value chains, in turn, provide incen-
tives for producers and processors to adopt 
productivity-enhancing technology and thus 
improve their production and processing 
capacities. In addition, the strategy of geo-
graphic clustering based on comparative 
advantages leads to optimized growth by 
virtue of the sharing of common infrastruc-
ture and resources. This sharing decreas-
es the infrastructure investment costs and 
encourages more utilization of infrastruc-
ture for the transformation of raw materials 
into end products.

3.  Attracting investment in the agriculture and 
agribusiness: the solution lies in showcas-
ing investment opportunities in agriculture 
and agro-industries through various media. 
Development and dissemination of best 
practices and case studies from the industry 
also go a long way in attracting investment. 

The IAFP described in Table 18 encompasses all 
the proposed solutions and provides a one-stop 
solution to challenges in the Ethiopian context 
(Ministry of Trade and Industry, 2009). 

IAFPs in Ethiopia: A few years ago, the Govern-
ment of Ethiopia, inspired by the Indian experi-
ence, enthusiastically endorsed the recommenda-
tion of developing food industry parks. Despite 
the interest generated, nothing happened for some 
time. Recently, the Ministry of Trade and Industry 
has decided to lead the initiative and has brought 
on board the Ministry of Agriculture and Natural 
Resource, the Ethiopian Agricultural Transforma-
tion Agency, regional governments and other 
agencies. The Ministry of Trade and Industry has 
also requested the assistance of a number of inter-
national agencies, including FAO and UNIDO, to 
make this idea a reality

The IAFP model as an effort to modernize 
agriculture and increase value addition in Ethiopia 
is currently at the feasibility study stage. Feasibil-
ity studies for establishing an agro-park and its 
integrated networks of RTCs are being carried 
out in each of the four main agricultural produc-
ing regions of the country – Amhara, Oromia, 
SNNPR and Tigray – in collaboration with inter-
national partners. In addition, Indian expertise is 
being transferred to facilitate the smooth develop-
ment of this initiative by hiring a consultancy 
company from India to prepare the initial feasibil-
ity study. The feasibility stage of IAFP develop-
ment includes a pre-feasibility analysis to shortlist 
potential locations for the IAFP based on a quick 

TABLE 18
challenges and proposed solutions in Ethiopian context

Challenges Linking farms to market Weak infrastructure and  
poor capacities

Attracting investment in 
agriculture and agribusiness

Solutions Development of efficient 
value chains

Adoption of productivity-
enhancing technology

Showcasing investment 
opportunities in agriculture 
and agro-industries

Addressing bottlenecks in  
the infrastructure

Development and 
dissemination of  
best practices

Source: Ministry of Trade and Industry, 2009.
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location assessment of the agro-economic poten-
tial of different regions in Ethiopia. Following the 
pre-feasibility analysis, a feasibility study is car-
ried out to develop a detailed technical conceptual 
plan and an in-depth business and financial plan 
for the park and the surrounding RTCs. 

The feasibility study recommends agribusiness 
development models (contract farming, ware-
house receipt systems, input voucher systems, 
etc.) and proposes infrastructure, facilities and 
services to be developed and supported. At this 
stage, it is therefore difficult to determine whether 
the Ethiopian parks would adopt the Indian IAFP 
model in totality or leave out certain aspects to 
tailor it to the Ethiopian context (FAO, 2014). 

main benefits
Similar to the case of EGCs, it is challenging to 
document direct benefits resulting from or that may 
result from IAFPs in the future as the parks are still 
at the feasibility stage of development. Therefore, 
this section focuses on general benefits that could 
be derived from IAFPs. These benefits can be 
broadly classified into three categories: i) economic; 
ii) environmental; and iii) socio-economic.

Economic benefits: The IAFP provides direct 
economic benefits to the businesses connected to 
it by making them more profitable by reducing 
their costs and increasing their revenues. 

Reductions in costs: Acting as a regional innova-
tion node and centre for best practices, an IAFP 
plays an important role in reduction of post-har-
vest losses and veterinary and phytosanitary risks 
by disseminating best practices and facilitating 
the adoption of technologies. Economies of scale 
achieved by adoption of the model also facilitate 
reduction of transportation costs and more effi-
cient energy use. Adoption of technologies and 
achievement of economies of scale enhance the 
productivity of agriculture and agroprocessing 
industries. Moreover, the use of industrial ecology 
for designing the IAFP not only optimizes the 

resources being utilized, but also decreases the 
carbon footprint. 

Increases in revenues: Access to niche and 
export markets facilitated by an IAFP leads to 
firms increasing their revenues and thus becoming 
more profitable. Research and development infra-
structure such as agribusiness training centres, 
incubation centres and quality control labora-
tories linked to the IAFP play a major role in 
increased access to export markets. Such infra-
structure encourages adoption of the latest tech-
nology, resulting in the production of high-quality 
products. Modern trade facilitating technologies 
and infrastructure such as packaging technology, 
ripening chambers, cold storage, warehouses and 
terminal market logistics improve the traceability 
of products and increase their off-season avail-
ability, leading to increased revenues. Table 19 
summarizes these economic benefits.

Environmental benefits: The environmental ben-
efits can be achieved in two ways:

1. reduction and utilization of waste; 
2. increased efficiency of industrial processes.

Reduction and utilization of waste: Sharing of 
resources and waste management infrastructure 
helps to reduce and utilize waste. Shared infra-
structure facilities foster sharing of resources, 
leading to optimized utilization to produce out-
put, and thus reduction of the waste generated. In 
addition, IAFPs provide facilities for combining 
waste from a number of operating industries for 
conversion into useful by-products such as fuels, 
feed or fertilizers. This internal system of produc-
tive utilization of waste has a large environmen-
tal impact. Adoption of the latest environment-
friendly technologies by the businesses operating 
in the park further supports efforts to reduce the 
carbon footprint of the IAFP. Waste manage-
ment infrastructure such as a common effluent 
treatment plant, biodigesters, compost and fuel 
pellets contribute a lot to the environmental 

TABLE 19
Economic benefits of integrated agrifood parks

reductions in costs Increases in revenues

Reduction of post-harvest losses Higher-quality products with access to international markets

Reduction of transportation costs Off-season availability

Reduction of veterinary and phytosanitary risks Better traceability

Reduction of energy use

Source: author’s analysis.
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benefits achieved by the IAFP. The effluent treat-
ment plant recycles water and ensures that water 
discharged from the park is fit for consumption 
by maintaining optimal levels of biological and 
chemical oxygen demand. 

Increased efficiency of agricultural and indus-
trial processes: The AFP vertically links small-scale 
farmers to agroprocessors, resulting in the dissem-
ination of best practices and technical knowledge 
on farming and processing to farmers and proces-
sors. These vertical linkages lead to the creation of 
demand-led value chains resulting in minimization 
of waste by handling crops and materials in a 
professional manner.

IAFPs facilitate adoption of the latest produc-
tivity enhancing technologies and build technical 
capacities among employees, resulting in raising 
the efficiency of industrial processes. Modern 
farm clusters, greenhouses and food processing 
zones contribute considerably to the achievement 
of this objective. Modern farm clusters and green-
houses increase the use efficiency of agrochemi-
cals, fertilizers and water. 

By fostering economies of scale and adoption 
of best practices, food processing zones encour-
age substantial increases in production, which is 
historically very low in developing countries such 
as Ethiopia. Greater efficiency in food processing 
benefits consumers through lower food prices, and 
farmers through rises in incomes. The final result 
is a competitive product of good quality being sold 
in domestic and international markets. Table 20 
summarizes the environmental benefits of IAFPs.

Socio-economic benefits
Food security: The establishment of an IAFP 
helps to increase food supplies by expanding 
processing facilities in an area, leading to reduced 
losses because producers are able to send their 
produce to processors before it perishes, which 
significantly increases the shelf-life of the produce. 

This benefit is especially important during years 
of bumper harvest, when processors are required 
quickly to process surplus harvest. Lower losses 
mean that output per hectare will increase, reliev-
ing the pressure on land.

A second benefit is that although some losses 
are impossible to avoid, post-harvest losses can be 
minimized with basic “house-keeping”. Commer-
cial enterprises can make efforts to minimize waste 
by handling crops and materials with appropriate 
care. For example, poor-quality or damaged mate-
rials can be discarded before they find their way 
into the production/processing chain. This incen-
tivizes increased production of higher-quality and 
safe agricultural produce, thus addressing food 
security issues in the region.

Creating employment and raising incomes: Agro-
industries are labour-intensive and generate sig-
nificant levels of employment per unit of invest-
ment, contributing significantly to rural poverty 
reduction. IAFPs create employment opportuni-
ties in processing facilities and support services 
such as logistics, storage etc. In addition, RTCs 
also create employment opportunities in rural 
communities by integrating them effectively into 
agrovalue chains. Increased demand for skilled 
labour by virtue of an AFP results in increases in 
the incomes of rural households.

The higher incomes gained by farmers often 
lead to a more long-term view of farming prac-
tices as farmers are freed from the challenges of 
day-to-day survival. Such a long-term outlook 
facilitates greater environmental conservation as 
farmers adopt more sustainable farming tech-
niques to maintain the output levels of the farms. 
They become less exploitive and more responsible 
where there are long-term issues of socio-eco-
nomic security at stake. Table 21 summarizes the 
socio-economic benefits of IAFPs.

TABLE 20
Environmental benefits of integrated agrifood parks

reduction and utilization of waste Increased efficiency of agricultural and industrial processes

Reduction of waste through sharing resources  
and exploiting economies of scale Professional handling of crops reducing post-harvest losses 

Utilization of waste through good waste  
management infrastructure

Demand-led value chains driven by commercial organizations 
creating efficient value chains

Modern farm clusters and greenhouses increasing the use efficiency 
of agrochemicals, fertilizers and water

Productivity enhancing technology increasing industrial efficiency

Source: author’s analysis.
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8.4 SynErgIES BEtwEEn EconomIc 
growth corrIdorS And 
AgrIfood pArkS

concept synergies
EGCs and AFPs share broad synergies in their 
approaches and objectives.

Approaches: The use of EGCs is essentially an 
economic development approach, which tries to 
target the sectors with the most growth potential 
in the region. If agriculture and agro-industries 
are identified as the sectors with the most growth 
potential, AFPs provide a very good option 
for exploiting these sectors. IAFPs complement 
the EGC approach well not only by acting as a 
value-addition platform, but also by building the 
human and technical capacity of the communities 
residing in the EGC, which results in economic 
development.

Objectives: EGCs and IAFPs have natural 
synergies embedded in their objectives. The 
objective of an IAFP is to create enabling infra-
structure for food processing and a compre-
hensive farm-to-plate supply chain system. The 
development of agricultural and agro-industrial 
infrastructure holds the key for achievement of 
an EGC’s objective of equitable distribution of 
benefits to subnational locations. The processing 
of agroproducts brings the value addition closer 
to the communities living in the region, benefit-
ing them by creating more employment opportu-
nities and increasing the incomes of members of 
the community.

component synergies
An EGC is a geographical location with identified 
potential for optimized economic growth because 
of its connectivity to the value chains of separate 
and distant geographical locations. Every EGC 
aims to encompass all the activities in the value 
chain, therefore EGCs can broadly be classified 
as: i) actors in the value chain; ii) public services 
providing the enabling environment; iii) private 
sector firms providing facilitating services; and iv) 

transport axes. The EGC spatially clusters value 
chains, concentrating their productive activities in a 
single region. With respect to agrovalue chains in an 
EGC, an IAFP creates synergies by serving as the 
platform by bringing together enterprises for value 
addition, and acting as a node of innovation and a 
market for raw material. It also plays the essential 
role of driving demand-led value chains. Thus, an 
IAFP supports the development of efficient and 
well-coordinated value chains by integrating value 
chain actors. The fact that it is possible to catego-
rize the components of IAFPs into the first three 
broader components of EGCs provides further evi-
dence of the strong synergies among components 
of EGCs and IAFP (Annexes 8.1 and 8.2).

It has been observed that infrastructural devel-
opment projects such as EGCs do not always 
contribute to poverty alleviation in the region, 
implying that there is no clear direct correlation 
between infrastructure growth and poverty reduc-
tion. Even in cases where infrastructure develop-
ment and services have demonstrably contributed 
to economic growth, the benefits have often not 
translated into improvements in the lives of poor 
people – partly because of design problems, non-
participation of poor people in formulation and 
implementation, and adverse social and environ-
mental impacts, and largely because the initiatives 
were not local and community-based (Jahan and 
McCleery, 2005).

The RTC, an integral component of the IAFP, 
overcomes these challenges by integrating rural 
poor people into agrovalue chains through aggre-
gation and marketing centres. To promote active 
participation of the community in RTCs, social 
infrastructure such as primary health and entertain-
ment centres form an integral part of an RTC. In 
addition, agriclinics and agribusiness training infra-
structure reduce post-harvest losses and adverse 
environmental impacts by disseminating best prac-
tices. Therefore, the various components of RTCs 
effectively address all the weaknesses of EGCs by 
including the rural poor in agrivalue chains.

TABLE 21
Socio-economic benefits of integrated agrifood parks

Food security Creating employment and raising incomes

Lower post-harvest losses Employment opportunities created in processing 

Dissemination of agricultural good practices Employment opportunities created in agriculture production 
in RTCs 

Increased demand for labour and access to markets for prod-
ucts, raising incomes
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contextual synergies
As neither IAFPs nor EGCs have yet reached 
the implementation stage in Ethiopia, this section 
focuses on the general contextual synergies that 
are likely to result from the two initiatives, espe-
cially from the policy perspective.

In the FYGTP, the Government of Ethiopia 
puts agriculture at the centre of its strategy as a 
major source of economic growth. Development 
of Ethiopia’s agriculture sector aims to achieve 
two objectives: i) commercialization of agricul-
ture; and ii) release of labour from the traditional 
agriculture sector. In this respect, the government 
has taken the medium of EGCs to boost land pro-
ductivity through integrated support to extension 
services such as the construction of rural roads, 
the provision of fertilizers, inputs, subsidized 
credit and improved seeds, and water manage-
ment. The government is also giving considerable 
impetus to the development of agro-industries to 
realize the second objective of releasing labour 
from the traditional agriculture sector. In this 
context, the creation of IAFPs within EGCs can 
play a key role not only in the achievement of 
commercialization of agriculture and generation 
of off-farm employment opportunities, but also in 
import substitution of processed products such as 
wheat flour in Ethiopia.

With their modern infrastructure and provision 
of relevant agricultural services, IAFPs attract 
agribusinesses in the region. These agribusinesses 
operating in the AFP provide a ready market for 
agricultural produce, resulting in the creation of 
demand-driven agrovalue chains. These demand-
driven chains further incentivize the farmers to 
adopt sustainable and better farming techniques, 
which are disseminated through the RTCs. These 
developments result in the enabling conditions for 
intensification and commercialization of agricul-
ture in the region, which is one of the objectives 
of the Ethiopian Government. 

IAFPs facilitate the establishment of agro-
industries in EGCs and contribute to the release 
of labour from the traditional agriculture sec-
tor. The development of SMEs to supply raw 
materials, pre-processed and processed products 
to businesses operating in the AFP creates addi-
tional off-farm employment opportunities in 
the EGC. Agro-industries and SMEs provide 
the community with more disposable income, 
generating demand for additional products and 
services such as entertainment and consumer 
goods. This demand supports the development 
of more businesses such as restaurants and gro-

cery stores, resulting in migration of labour from 
traditional to non-traditional sectors. The migra-
tion of labour decreases the labour/land ratio, 
making agriculture more productive, which is 
helpful in reversing the trend of smallholder 
agriculture in Ethiopia.

Benefit synergies
The infrastructure of IAFPs is very well comple-
mented by the energy and logistics infrastructure 
of EGCs. A strong energy and logistics infra-
structure supports the operations of IAFPs by 
powering energy-intensive industrial processes 
and strengthening the linkages between the AFP 
and RTCs. In addition, positioning an IAFP 
within the EPZ of an EGC qualifies it for policy 
incentives offered by government. Therefore, the 
integrated infrastructure of EGCs and IAFPs is a 
very good option for promoting agricultural and 
agro-industrial development in the region. 

With a strong institutional structure and mod-
ern infrastructure, the combination of an IAFP 
and an EGC provides a very attractive location 
for businesses to set up their industrial bases. 
An IAFP linked to an EGC provides a promis-
ing opportunity for businesses to exploit econo-
mies of scale and reduce their costs enormously. 
Moreover, local institutions such as trade capacity 
building institutions strengthen the technical and 
business capacities of firms to participate in global 
trade. Hence, an IAFP and an EGC together 
can be very effective in attracting agricultural 
and agro-industrial investment in the region and 
facilitating trade.

The EGCs’ objective of facilitating equitable 
distribution of benefits to the subnational level by 
creating job opportunities and increasing incomes 
is accomplished effectively through an IAFP, 
which integrates rural communities in agrov-
alue chains and provides socio-economic benefits 
through RTCs. RTCs help by bringing value addi-
tion closer to communities in the region and pro-
viding the possibility for households to switch to 
more sustainable income-generating opportunities 
in the commercial agriculture and agro-industry 
sector. The socio-economic benefits accruing from 
the IAFP – food security and creation of employ-
ment – also address the two-pronged challenge of 
food insecurity and unemployment, contributing 
effectively to regional development. In the context 
of developing and least developed countries, where 
agriculture remains the main occupation of people 
residing in rural areas and is up to four times 
more effective in reducing poverty than growth in 
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other sectors, an IAFP contributes enormously to 
poverty alleviation in the region (Seville, Buxton 
and Vorley, 2011).

IAFPs’ environmental benefits achieved from 
the reduction and utilization of wastes and the 
increased efficiency of industrial processes con-
tribute a lot to efforts to decrease the carbon 
footprint of EGCs. By concentrating productive 
activities in a single location, an EGC not only 
produces value-added products, but also con-
centrates waste production. This concentration 
facilitates the establishment of an internal system 
of productive waste utilization, with waste from 
one production cycle being used as the raw mate-
rial for another cycle in the IAFP, providing a 
good model for lowering adverse environmental 
impacts. Moreover, waste management structures 
such as biodigestors and efficiency increasing 
and environment-friendly technologies reduce the 
waste generated from the plant. The system of 
productive waste utilization, waste management 
infrastructure and environmentally friendly tech-
nologies existing in an IAFP can be replicated in 
different parts of the EGC. This would effectively 
reduce the environmental impact of industrializa-
tion processes in the EGC. IAFPs therefore effec-
tively address the environmental challenge arising 
from rapid industrialization in an EGC.

conclusions and recommendations
The analysis carried out for this study shows 
that there are strong conceptual, component, 
contextual and benefit synergies between EGCs 
and IAFPs in Ethiopia. These synergies are sum-
marized in Table 22.

These findings have important implications for 
the roles that policy-makers, international devel-
opment organizations and businesses can play in 
maximizing the benefits from both strategies. 

Policy-makers can play a key role in creating 
the enabling business environment that would 
allow businesses to benefit from synergies gener-
ated between EGCs and IAFPs. Designing a 
public–private partnership model for the develop-
ment of EGCs and IAFPs provides a good starting 
point for making these initiatives sustainable. 
Policy-makers’ design and introduction of policy 
incentives such as tax holidays and subsidies to 
promote investment in an EGC, especially in 
EPZs, can result in foreign exchange earnings, 
regional economic development and technology 
transfer, among many other benefits. Establishing 
and strengthening local institutions, particularly 
trade capacity building institutions, by the author-
ities enhance the capacity of the enterprises in 
EGCs to participate in global trade. Other effec-
tive strategies such as single-window clearance 

TABLE 22
Synergies economic growth corridors and integrated agrifood parks

concept synergies component synergies contextual synergies Benefit synergies

EGCs and IAFPs have 
synergies in their regional 
economic development and 
innovative approaches

IAFP components can 
fall broadly into EGCs 
components as they help 
create demand-led agrovalue 
chains among the many value 
chains in an EGC

IAFPs collaborate with 
EGCs on achievement of 
the first objective of FYGTP 
– commercialization of 
agriculture – by developing 
demand-led agrovalue 
chains.

Synergies between the 
infrastructure of IAFPs and EGCs 
promote agriculture and agro-
industries

IAFPs’ objective of 
enabling infrastructure 
for food processing and a 
comprehensive “farm-to-
plate” supply chain system 
supports EGCs’ objective of 
equitable distribution of 
benefits to the subnational 
level

Components of RTCs 
integrate the rural poor into 
agrovalue chains and reduce 
the social and environmental 
impacts, addressing the 
weaknesses of EGCs

IAFPs collaborate with 
EGCs on achievement of 
the second objective of 
FYGTP – release of labour 
from the traditional 
agriculture sector – by 
developing agro-industries 
in EGCs

The strong institutional 
structure and modern 
infrastructure of IAFPs and EGCs 
attract investment in the region

Synergies in the socio-economic 
benefits of IAFPs and EGCs

Waste management 
infrastructure and adoption of 
efficiency enhancing technology 
in IAFPs provide opportunities 
for replication in the EGC and 
balance the environmental 
impacts of the EGC

Source: author’s analysis.
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for entrepreneurs further improve the business 
environment by making it easier for entreprenuers 
to start business in EGCs and IAFPs.

EGCs and IAFPs cannot be successful unless 
businesses play a central role in their planning and 
implementation, including in design of the public–
private partnership model for EGCs and IAFPs, 
along with their government counterparts. Fol-
lowing the planning stage, the businesses have to 
build the technical capacities of not only their own 
employees, but also other actors in the value chain, 
to ensure that these actors supply suitable inputs 
for the businesses. For instance, in Madagascar’s 
EPZ, a firm called Lecofruit hires extension agents 
as “assistants de culture” to help the farmers of 
French beans comply with quality and safety stand-
ards (Minten, Randrianarison and Swinnen, 2009). 
This shows how, contrary to conventional wisdom, 
building the capacities of other value chain actors is 
a profitable investment for firms as it secures qual-
ity raw materials. Businesses should also invest in 
building common infrastructure, including capital-
intensive waste management infrastructure, because 
the long-term benefits of resource sharing, environ-
ment conservation and exploitation of economies 
of scale outweigh the costs incurred in building and 
maintaining this infrastructure.

International development organizations can 
play a key role in financing and building the 
capacities of value chain actors to maximize their 
benefits from EGCs and IAFPs. As is being done 
in Ethiopia, the expertise of development partners 
should be leveraged to provide technical assistance 
for the design and implementation of the EGC 
and IAFP. Development banks such as the World 
Bank can also assist by offering loans at subsidized 
interest rates for the creation of EGCs and IAFPs 
because of the strong socio-economic benefits 
they bring in terms of food security, employment 
opportunities and increased incomes. Interna-
tional development agencies can help develop 
integrated value chains for specific commodities 
that are less profitable for commercial organiza-
tions to develop. These commodities generally 
include traditional crops, such as cassava, which 
are not as profitable as cash crops but are essential 
for regional food security. Capacity building of 
actors in the value chain, private service providers 
and local public institutions is another important 
area where international development organiza-
tions can make a significant difference.
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component Actors in the value chain private 
services 

public 
services 

pre-
production

production post-
production

processing marketing 
and 

distribution

Modern farm clusters × × ×

Greenhouses and 
intensive production × × ×

Modern livestock 
farms × × ×

Food processing zones ×

Research and 
development 
laboratories

Operation Construction

Quality control 
laboratories

 Operation Construction

Agribusiness 
management training 
institute

Operation Construction/ 
operation

Cold storage Operation Construction

Warehouses Operation Construction

Packing houses ×

Commercial 
infrastructure

Operation Construction

Social infrastructure Operation Construction/ 
operation

Source: author’s analysis.

component Actors in the value chain private 
services 

production

public 
services 

post-
production

pre-
production

production post-
production

processing pre-
production

Collection centre × × ×

Agri business 
management 
training institute

Operation Construction/ 
operation

Agriclinics Operation Construction/ 
operation

Primary health Operation Construction/ 
operation

Mentoring  
and training

× Operation Construction/ 
operation

Food and 
entertainment

Construction/ 
operation

Commercial rural  
market

Operation Construction/ 
operation

Source: author’s analysis.

AnnEx 8.1: cLASSIfIcAtIon of thE componEntS of An AgrIfood pArk

AnnEx 8.2: cLASSIfIcAtIon of thE componEntS of A rurAL 
  trAnSformAtIon cEntrE 
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Source: Agriculture Transformation Agency, 2014.

AnnEx 8.3: mAp of EconomIc growth corrIdorS In EthIopIA

AnnEx 8.4:  
ExAmpLES of good dEvELopmEnt 
projEctS In EconomIc growth 
corrIdorS In EthIopIA
In Oromia, huge water development projects 
have been launched in Awash Valley and Borena 
zone to transform poor pastoral communities 
into food-surplus communities. These efforts aim 
to contribute to agricultural transformation. The 
Government of Oromia has established a plastic 
factory to complement the water projects by 
producing and supplying plastic water pipes of 
different sizes to the required standards. New 
institutions have been established and organized 
to work together to complete these projects and 
engage in similar activities in a sustainable man-
ner. These institutions include Oromia Irrigation 
Authority and Oromia Water Works Design and 
Enterprise. The project areas – Rift Valley and 
Borena – were selected as EGCs in Oromia and 
have attracted the attention of both development 
partners and political institutions.

Awash fantale Irrigation project
In 2009, the Awash Fantale Irrigation Project 
was recognized as an exemplary development 
project in the Rift Valley EGC. The project 
was designed to be implemented and completed 
between 2007 and 2010 with a total budget of 
about Br 800 million. The primary objective of 
the project was to transform the unsustainable 
livelihoods of food-insecure pastoral communi-
ties into sustainable livelihoods. The project also 
planned to develop agroprocessing infrastruc-
ture to add value to high-value crops, increase 
employment opportunities and thereby facili-
tate agricultural transformation. The irrigation 
scheme of Awash Fantale is 132 km in length 
and can irrigate 25 000 ha, which is expected to 
directly benefit 50 000 households that mainly 
produce vegetables, fruits and maize. It is the 
biggest irrigation scheme in Ethiopia’s history. 
However, so far, only 7 500 ha of irrigated land 
has been developed. 

In areas where the irrigation scheme has been 
developed, land has been redistributed so that 
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every household within the scheme has 0.25–0.75 
ha of irrigable land, depending on the family size. 
The idea is to address equity issues and water use 
efficiency for irrigation. In areas where irrigation 
has been developed, growth in production and pro-
ductivity of vegetables, fruits and maize has been 
high. The land issued has been used extensively 
and intensively, particularly for onion production. 
Recorded onion yields have been as high as 2.4–2.8 
tonnes/ha. Farmers are producing at least two crops 
a year and sometimes three. A farmer with 0.5 
ha of land can harvest twice a year earning about 
Br 96  000.37 Based on local estimates, production 
costs constitutes an average of 40 percent of total 
revenue. Therefore, the net income from onion 
production for an average farmer with 0.5 ha of 
irrigated land is estimated at Br 57 600 per year 
under normal prices. 

Thus, it can be forecast that lucrative incomes 
could be obtained by community members if 
all the projected 25 000 ha of land is irrigated. 
However, the degree of market functionality will 
play the decisive role in realizing this benefit.  
Box 3 documents a case study of a farmer whose 
life has been positively affected by the Awash 
Fantale Irrigation Project.

37 A farmer can produce onions twice a year – 1.2 
tonnes/0.5 ha × 2 – and sell at an average price of Br 4/
kg (the market price for onions ranges from Br 3.5 to Br 
4.5 per kilogram). Thus, the total revenue is (1.2 × 1 000 
× 2 kg) × Br 4/kg = Br 96 000.

However, project implementation is extremely 
far behind schedule. The key challenges in utiliza-
tion of the available water resource in Awash 
Fantale are as follows:

1. The water canals have been structurally dam-
aged by flooding and livestock and human 
activities. Large leakages are observed in sev-
eral places in the scheme because of breaking 
pipes, ill-fitting water pumps, etc. 

2. Siltation problems have increased as a result 
of flooding and the contractors’ delays in 
fitting the electromechanic system. 

3. Inefficient water use and conflicts over water 
have resulted because of the lack of capacity of 
water user associations to manage resources.

4. Farmers face high price risks because of ille-
gal price manipulation by brokers and the 
farmers’ lack of bargaining power. 

5. An exit strategy for the project has not been 
well defined. In addition, limited communi-
ty awareness of management, ownership and 
accountability for the scheme has seriously 
affected the sustainability of the project.

Borena water network project
Borena zone has a population of about 1.3 mil-
lion people. Access to water is the main cause of 
poverty and conflict (all other resources are avail-
able). The severe droughts experienced between 
1998 and 2000 and in 2010 resulted in the loss 
of more than half a million livestock, leading to 
loss of livelihoods. These droughts motivated the 
regional Government of Oromia to find a long-

BOX 3
A case study from Awash fantale Irrigation project

Mr Dego Mekonnen is 46 years old and has four family members. Before the irrigation scheme was introduced 
into the locality, Mr Dego was food-insecure and had depended on food aid for several years.

Since obtaining access to irrigation through the project, Mr Dego has been producing onions, papayas and 
maize. He owns a total of 0.75 ha of irrigated land and 0.5 ha of rainfed or dry land. He has allocated about 
0.35 ha of his irrigated land to onion production and the remaining 0.4 ha to papaya production. The irrigated 
land for onions is rotated with maize production, while the dry land is used for tef and onion production dur-
ing the rainy season.

Mr Dego started using the irrigation systems in 2010 and has been successful in earning a net cash income 
of around Br 300 000 from the sale of onions and papayas alone. This has enabled him to construct a stand-
ard house in the village with five rooms, and another house in the nearby town. He is very pleased with the 
dramatic change in his livelihood. 

Mr Dego mentioned that access to a competitive market that could provide fair prices for his agricultural 
produce is a critical problem. inefficient water use and lack of ownership of the scheme are other challenges 
that the community faces. (2014 information regarding EGCs in Ethiopia provided by B. Tadesse).
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term solution to the water problem by launching 
the Borena Water Network Project (BWNP). The 
project was originally planned for the five-year 
period between 2007 and 2012 at an estimated cost 
of about Br 1.5 billion.

BWNP was developed with the objective 
of transforming Borena from a food-deficit 
area into food-surplus area and to position 
the area as a sustainable supplier of beef cattle 
and processed meat for exports. Similar to the 
Awash Fantale Irrigation Project, BWNP is a 
good example of water development project in 
the Borena EGC. Borena has huge underground 
water resources and massive potential for sur-
face-water harvesting. Thus, water development 
and rangeland management have been made the 
main activities for the development of Borena 
EGC. BWNP is expected to contribute greatly 
to agricultural transformation by developing 
2 000 km of water pipe networks to provide 
drinking-water, reduce forced mobility for peo-
ple searching for feed and water, modernize 
livestock husbandry, commercialize beef farm-
ing, and introduce industrial beef processing to 
develop the livestock value chain.

Similar to the Fantale project, the implementa-
tion of BWNP has not kept pace with the design 
objectives. Only 350 km (17.5 percent) of the 
pipe network has been laid. However, in areas 
where the network has been established, cat-
tle and people have access to potable water. In 
addition, a land-use plan has been designed and 
voluntary settlement of people according to this 
plan is ongoing. 

The performance of the Borena project has 
been below average and there have been many 
delays. The main reasons for these delays are: 

1. the weak capacity of the contractor to 
organize resources, logistics and staffing to 
accomplish the task of water development; 

2. budget shortages limiting the timely pro-
curement of materials from local and inter-
national markets;

3. the limited availability of spare parts;
4. defects in the design;
5. lack of institutional ownership, with many 

institutions38 involved in the project but 
none being fully responsible and accounta-
ble for it (2014 information regarding EGCs 
in Ethiopia provided by B. Tadesse). 

38 The institutions involved in water development include 
the Oromia Bureau of Water, Minerals and Energy, Oro-
mia Water Work Design and Enterprise, and the Oromia 
Irrigation Development Authority. 
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AbstrAct
Cooperatives serve both social and economic col-
lective purposes and the members of a cooperative 
are at the same time both owners and users of the 
cooperative. This dual character leads to ambiguity, 
and the contradictory activities of cooperatives can 
make their coordination problematic, especially 
when they involve multi-level innovation networks 
with diverse stakeholders. Specific problems include 
coordinating multi-level stakeholders with different 
interests, competing institutional frameworks and 
different professional backgrounds or cultures. It is 
also necessary to resolve the paradoxes associated 
with the users of cooperatives being accountable to 
themselves as the owners. Further problems relate 
to maintaining the stable participation of members 
in complying with contract conditions (e.g. pro-
duction and quality demands) while opening the 
network to new members according to the principle 
of open ownership.

The paper explains how innovation networks 
that cooperate with smallholder farmers are coor-
dinated to balance exploration and exploitation 
when tackling challenges in an innovation process, 
and the governance coordination mechanisms that 
are used. It is based on six study cases of farmer 
groups involved in different configurations of 
innovation networks, research and development 
interventions and multi-stakeholder innovation 
platforms that aim to tackle challenges in the 

potato netchain in the Democratic Republic of the 
Congo, Rwanda and Uganda. It uses and adjusts 
social network and value chain analyses (netchain 
analysis) to track relational-structural governance 
dynamics with a longitudinal approach, introduc-
ing the concept of innovation netchain as a variant 
of innovation networks. It finds that in the para-
digm of open innovation, more open governance 
and management mechanisms emerge to respond 
to globalized and complex societal challenges. 
The paper proposes the concept of mobile hubs 
of innovation networks and their dynamic meta-
governance and a typology of different modes of 
management mechanism for innovation networks. 
It concludes that the dynamic orchestration of 
activities facilitated by the multi-level fora of mul-
ti-stakeholder innovation platforms (i.e. a mobile 
hub of innovation networks) democratically at 
the farmer, national, regional and even the virtual 
levels should decide on the modes of governance 
and leadership required for coordinating activities. 
Ambidextrous management of the multi-stake-
holder cooperative balances the exploration and 
exploitation dynamics of an innovation process.

Keywords: meta-governance, leadership, multi-
stakeholder, cooperative, ambidexterity, innova-
tion, networks, netchains, mobile hubs, explora-
tion, exploitation, entrepreneurship, ambidextrous 
management, Africa, developing countries
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9.1 IntroductIon
Producer organizations in developing countries
Producer organizations in developing countries 
are a collective mechanism for farmers to pool 
resources to benefit from economies of scale and 
deal with challenges such as lack of technology, 
limited access to markets, lack of credit, poor 
infrastructure for processing, and asymmetries in 
value chains (Ton, 2008; Mendoza and Thelen, 
2008). There is a broad literature on how producer 
organizations help smallholder farmers in develop-
ing countries to deal with various collective chal-
lenges (e.g. Narrod et al., 2009; Bijman, 2007; Ton 
et al., 2007; Vellema and Boselie, 2003). 

However, the dilemma is that most of the ben-
efits provided by producer organizations in devel-
oping countries reach only relatively resource-rich 
farmers (Giel et al., 2007), and there is a majority 
who could potentially also share in these benefits 
(Bernard and Spielman, 2009); 82 percent of the 
African labour force is dedicated to agriculture, 
an activity that contributes 32 percent of gross 
domestic product (World Bank, 2008). According 
to Develtere and Pollet (2008) only 7 percent of 
the total population of Africa are members of 
primary cooperatives. There is an opportunity 
for more collective efforts to make cooperatives 
more inclusive of the majority of farmers who still 
rely on subsistence agriculture in Africa and other 
developing countries.

Over the past decade, an increasing number of 
intervention approaches have emerged that aim 
to increase the benefits to smallholder farmers 
from agricultural supply and value chains (FAO, 
2007; Pant and Hambly, 2009; Devaux et al., 
2007; KIT, Faida MaLi and IIRR, 2006; Kaaria et 
al., 2008; Sanginga et al., 2004). In some of these 
interventions, a diversity of actors collaborate to 
form multi-stakeholder innovation platforms and 
public–private partnerships (Horton et al., 2010; 
Narrod et al., 2009; Vermeulen et al., 2008). 

Multi-stakeholder innovation platforms 
(MSIPs) are presented in this paper as a special 
type of multi-purpose cooperative that aims to be 
more inclusive of smallholders. They are multi-
purpose cooperatives specialized in tackling the 
collective challenges of farmers, with self-help col-
lective action strategies in which farmers and other 
groups of stakeholders voluntarily join innovation 
networks at different organizational levels (small, 
large and complex innovation networks). MSIPs 
are incubators of innovation and entrepreneur-
ship that help farmers to develop progressively, 
exploring and exploiting their capabilities (ambi-

dexterity) to react and tackle challenges through 
collective action, so that farmers working in coop-
eration can benefit more from the opportunities 
that globalized international markets offer. In 
such cooperatives, different stakeholders facili-
tate services for fostering collective capabilities 
through multi-dimensional innovation arrange-
ments, which ultimately aim to improve the entre-
preneurial capabilities of members participating 
in the innovation network, making it become a 
business network. 

How this multi-level setting of stakeholders 
with multiple social and economic interests is 
orchestrated, and through which governance coor-
dination mechanisms are gaps in the literature on 
innovation and management of cooperatives in 
multi-stakeholder settings, particularly in complex 
contexts such as in developing countries.

This paper presents different innovation pro-
cesses via the trajectories of smallholder farm-
ers in different innovation network settings. A 
longitudinal approach is applied to track the 
dynamic and multi-level governance coordina-
tion mechanisms of innovation networks tackling 
collective challenges, and the emergence of multi-
stakeholder cooperatives.

9.2 theoretIcAl frAMework
explorative and exploitative dynamics of 
innovation networks in tackling challenges 
Cooperatives are “voluntary, democratic and 
self-controlled business associations” (Wanyama, 
Develtere and Pollet, 2009: 362). Producer organi-
zations, as a type of cooperative, have a dual char-
acter, serving both social and economic collective 
purposes, with members who are at the same 
time both owners and users. This duality leads to 
ambiguity and many contradictory activities that 
can make the coordination of cooperatives prob-
lematic, particularly when it involves multi-level 
innovation networks with diverse stakeholders. 
For instance, how can multi-level stakeholders 
that have not only different interests, but also 
sometimes different and competing institutional 
cultures and professional backgrounds be coordi-
nated? How can members be held accountable as 
both owners and users of the cooperative? How 
can the stable participation of members in comply-
ing with contract conditions (e.g. production and 
quality demands) be maintained while the network 
remains open to having new members in compli-
ance with the principle of open ownership? These 
are only some of the paradoxes that are difficult to 
manage and balance in cooperatives.
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Managing these activities when tackling chal-
lenges in an innovation process calls for a special 
capability of innovation networks in coopera-
tives, called ambidexterity, which is a high-level 
capability for simultaneously managing explora-
tion and exploitation in an innovation process 
(Figure 14). Innovation networks in cooperatives 
need to be dynamic in their innovation process 
given the need continuously to: i) explore new 
products, technologies, services or ways of doing 
things that enhance capabilities (the differentia-
tion stage) (Nooteboom, 2003); ii) exploit these 
capabilities and obtain tangible benefits (the 
consolidation stage) (Nooteboom, 2003); and 
iii)  sustain the dynamism of the innovation pro-
cess. Ambidexterity is a very important capabil-
ity for the emergence of cooperatives because 
cooperatives often have to manage contradictory 
dynamics. Cooperatives have a dual character 
(Van Dooren, 1982) and need to explore new 
ways of doing things to accomplish social goals 
(formation of the capabilities of members), while 
also exploiting these capabilities for the benefit 
of their members. Effective balancing of explora-
tion and exploitation in a cooperative, through 
management design and facilitation of collective 
action, can result in better capabilities of mem-
bers of innovation networks to tackle challenges 
and reach better outcomes (Figure 14). 

Ambidexterity is a higher-level dynamic capa-
bility that combines hybrid capabilities for explo-
ration and exploitation. As shown in Figure 14, 
ambidexterity involves developing capabilities to 
keep the dynamism of an innovation process 
between flux and stability (temporal mobility), 
capabilities of the members of the innovation 
network to coordinate collective action (structural 
mobility), and capabilities to mobilize efforts with-
in the various boundaries in which the innovation 
process takes place (contextual mobility), facilitat-
ing or opening a more amicable environment for 
innovation (by facilitating better policies that 
support the work of the cooperative, facilitating 
access to technology, mediating between compet-
ing claims, using information and communication 
technologies [ICTs] to mobilize information on 
markets and prices, etc.). 

The dynamism of developing capabilities for 
exploration and exploitation in practice presents 
many complex challenges. Tackling the usually 
complex challenges that farmers and other stake-
holders face is not an easy process. For instance, 
the preferences of consumers and markets change 
over time, and this demands new capabilities 

and the need for coordination of the innovation 
networks. Consequently, the transition of innova-
tion networks into business networks (exploita-
tion) cannot be left to serendipitous dynamics. 
There is need for a balance in collective efforts 
that focus mainly on fostering information, shar-
ing knowledge, learning and exploring capabili-
ties (exploratory networks), while also exploiting 
capabilities to obtain more formal and tangible 
benefits (exploitative networks). How this process 
takes place, how innovation networks organize for 
collective action and through which governance 
mechanisms for both exploration and exploitation 
(structural mobility) is a gap in the literature.

Multi-stakeholder innovation platforms: 
multi-stakeholder and multi-purpose 
cooperative hubs of innovation  
and business networks
Innovation and entrepreneurship cannot take place 
in isolation. Connecting to multi-stakeholder 
cooperatives with diverse stakeholders is neces-
sary for smallholder farmers tackling various types 
of societal challenge (poverty, food insecurity, 
climate change, asymmetries) and enhancing their 
capabilities as part of innovation networks. The 
coordination of innovation networks at different 
levels and over time and involving the exploration 
of synergies and the exploitation of capabilities is a 
research gap in the literature on cooperatives. 

The following section presents some theoretical 
insights into governance theory, which help ana-
lyse how multi-level cooperatives are governed, 
with their ambidextrous capability of simultane-
ously exploring and exploiting the capabilities of 
their members in an innovation process. It empha-
sizes the importance of ambidexterity in fostering 
structural mobility in an innovation process and 
organizing the dynamics of innovation networks 
in emergent multi-stakeholder cooperatives. 

Inter-organizational relationships  
and governance coordination mechanisms  
of innovation networks 
Three general coordination mechanisms that 
apply to innovation networks in producer 
organizations and multi-stakeholder coopera-
tives can be identified from various strands of 
the literature. These mechanisms also involve the 
coordination of inter-organizational relationships 
among cooperative members for tackling collec-
tive challenges. Changes in inter-organizational 
relationships or interdependencies among actors 
depend on the actors’ activities, motivations and 
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heterogeneity, and the size of the network, among 
other factors (Tiwana, 2008; Vanhaverbeke et al., 
2012; Faems et al., 2012; Lin et al., 2013). There-
fore, explorative or exploitative types of alliance 
are established informally or formally depending 
on those factors, and accordingly enhance the 
exploration and/or exploitation of capabilities 
of networks. However, there is a need for more 
insights on how this process is governed over 
time at multi-level innovation network levels for 
exploration and exploitation.

There are three main coordination mechanisms 
identified in various domains of the literature 
on governance.

The first of these is mutual adjustment, char-
acteristic of peer groups (Douma and Schreuder, 
2008), which is the case of small producer organ-
izations (small innovation networks). Indicators 
of this coordination mechanism are that mem-
bers have face-to-face communication, belong 
to the same organizational level, and work 
together without hierarchy and without higher 
levels of authority. This type of coordination 
mechanism is called the participant governance 
mode (Provan and Kenis, 2008). Advantages of 
this mechanism are that members of the group 
can better share resources (such as knowledge 
and information) and manage risks in a collec-
tive way, and so can get better benefits from 
economies of scale and reduced transaction costs 
compared with the isolated efforts of individuals 
(such as farmers practising subsistence agricul-
ture). Members also receive equal benefits, have 
the same rights and participate in decision-mak-
ing. However, from an economic perspective, 
Douma and Schreuder (2008) underline that the 
limitation of this coordination mechanism is the 
risk of shirking by members.

The second coordination mechanism – simple 
hierarchy (Douma and Schreuder, 2008) – has a 
hierarchy and is the configuration of larger innova-
tion networks of medium-sized firms in which 
face-to-face communication is not easy. According 
to Douma and Schreuder (2008), one person can 
be the intermediary in communication, thereby 
coordinating the communication of a peer group. 
The members receive benefits according to their 
performance, and a manager supervises the group 
to reduce shirking. This mechanism is similar to 
what Provan and Kenis (2008) refer to as the lead 
governance mode. When the lead governance is 
pursued by a third, independent party, Provan and 
Kenis define it as a non-administrative organization 
(NAO) governance mode. NAO governance is 

similar to what Dhanaraj and Parkhe (2006) define 
as a hub organization, in which a central position in 
the network structure has prominence and power 
to perform a leadership role in pulling together 
the dispersed resources and capabilities of net-
work members. Compared with mutual adjustment 
governance, inter-organizational relationships in 
this coordination mechanism are more hierarchical 
and involve actors who belong to different layers 
(downstream or upstream, for instance, associated 
with buyer–supplier relationships or the case of 
small farmers in contract farming).
Multi-stage hierarchy (Douma and Schreuder, 
2008) is the third coordination mechanism and is 
more characteristic of medium-sized firms that 
benefit from economies of scale, with hybrid 
modes of governance. Douma and Schreuder 
(2008) explain that when a team has a large 
number of members, it is divided according to 
different tasks and coordinated by a manager, 
supervised by a general manager. This hybrid 
type of governance in a multi-stakeholder coop-
erative could imply a combination of multiple 
and sometimes simultaneous inter-organizational 
relationships, such as the types of interdepend-
ency described by Lazzarini et al. (2001) – pooled, 
reciprocal and sequential.

Governance is an important aspect in coop-
eratives, because it has to do with how resources 
are shared in innovation networks, especially 
knowledge, as it is knowledge that is traduced in 
the exploration and exploitation of capabilities to 
innovate. Various studies provide insights on gov-
ernance capability and management design and 
their importance for the performance of different 
organizational structures (teams, organizations, 
networks) that need to balance exploration and 
exploitation while fostering hybrid capabilities 
(Cao, Gedajlovic and Zhang, 2009; Capaldo, 2007; 
Chang, Hughes and Hotho, 2011). This paper 
studies governance capability in the context of 
cooperatives, and the importance of ambidexter-
ity in innovation networks to tackle the complex 
multi-dimensional challenges in an innovation 
process. The findings are applicable to various 
experiences that are currently in progress in 
Africa (IFAMA, 2014).

The research question that will be addressed in 
this paper is: How are innovation networks that 
cooperate with smallholder farmers coordinated 
to balance exploration and exploitation when 
tackling collective challenges in an innovation 
process, and through which governance coordina-
tion mechanisms? 
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9.3 Methods And dAtA
east African potato netchain case studies: 
multi-level innovation networks
The authors of this paper conducted an explorative 
longitudinal multi-case study to track the coordi-
nation mechanisms in emerging multi-stakeholder 
cooperatives in East Africa. A number of MSIPs 
have been established to tackle collective chal-
lenges by improving the capacity of smallholder 
farmers to innovate in cooperation with other 
actors organized in innovation networks. The case 
study method was selected because is it appropri-
ate for addressing research in which the researcher 
has little or no control of events (Yin, 2003).

Six producer organizations producing the same 
commodity (potatoes – Solanum tuberosum) and 
facing similar, usually complex, problems were 
selected – two each from southwest Uganda, 
northwest Rwanda and the eastern Democratic 
Republic of the Congo [DRC] (Table 23). Three 
of the producer organizations (one per country) 
were participating in the Integrated Agricultural 
Research for Development (IAR4D) project devel-
oped by the Sub-Saharan Africa Challenge Pro-
gramme intervention approach through MSIPs. 
The other three farmer groups were selected in 
the agro-ecological zones where the MSIPs are 
located, in Lake Kivu Pilot Learning Site [LKPLS] 
(Figure 15). This sample allowed exploration of 
different types of coordination mechanism at 

different scales of innovation network (small, 
medium-sized and larger agro-enterprises).

tracking governance dynamics of innovation 
networks over time 
Data collection was divided in two phases in order 
to capture changes of coordination mechanisms 
over time when facing complex challenges that 
generally take place in developing countries. Semi-
structured interviews, observations and focus 
groups were conducted with key informants rep-
resented by members of producer organizations 
and other stakeholders (Table 24). Retrospective 
questions related to the challenges of innovation 
or the problems faced using the event mapping 
schema of Van de Venn et al. (2008) and par-
ticipatory mapping of the evolution of innovation 
networks for tracking governance dynamics (see 
Pérez Perdomo, 2009; 2011; and the innovation 
cycle trajectories in Annex 9.1) and the services 
offered in an innovation network to tackle col-
lective challenges in a particular context (organi-
zational, institutional, financial, etc.). Informants 
were also asked questions about the general inno-
vation challenges and contextual conditions for 
defining the “environment” for innovation.

The netchain analysis of Lazzarini et al. (2001) 
was adjusted to track and analyse the inter-
organizational relationships and coordination 
mechanisms of innovation networks with a multi-

TABLE 23
case study producer organizations

country Producer organization district

Uganda

Bufundi United multi-stakeholder cooperative: innovation platform, 
Integrated Agricultural Research for Development (IAR4D). 

Bufundi subcounty

Kabale district

Nyabyumba producer organization: various interventions, currently 
contract farming

Kamuganguzi and Rubaya subcounties

Kabale district

Rwanda

Gataraga multi-stakeholder cooperative: innovation platform, IAR4D

Gataraga section

Musanze district

Nord Province 

Abahujumugambi producer organization: 3G potato project of the 
International Potato Center (CIP) 

Nyange section

Musanze district

Nord Province

DRC

Muungano multi-stakeholder cooperative: IAR4D 

Kisigari section

Rutshuru district

North Kivu Province

Gamaru farmer group: subsistence agriculture, small farmer group

Rugari section

Rutshuru district

North Kivu Province
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layered and relational approach. The configura-
tions of netchains at the stages when they face 
certain innovation challenges were drawn to show 
the multi-layered configuration of innovation 
networks and their structural dynamics. 

The classifications of reciprocal, sequential and 
pooled interdependencies (Lazzarini et al., 2001) 
were used as indicators of predominant organiza-
tional relationships (ORs) and governance coordi-
nation mechanisms. The pooled (---) and recipro-
cal (↔) interdependencies among peers – which 
have to do with horizontal ways of integration 
(Ruben et al., 2006) – were then tracked and mutu-
ally adjusted, reflecting whether they are sustained 
informally or more formally. Adjusted Lazzarini 
et al. (2001) sequential interdependencies (↓) were 
used to track the organizational relationships that 
are established between two types of stakeholder 
member of a cooperative and that are directly 
related in an activity that is sequential (i.e. vertical 
integration) (Ruben et al., 2006). In this type of 
simple hierarchy coordination mechanism it is 
expected that interdependencies among members 
of a cooperative are formally established, for 
instance, through contracts.

9.4 results 
The governance coordination mechanisms that 
applied in the six producer organizations differed 
and influenced the types of outcome (Tables 25 
and 26).

Collective challenges in the six cases were 
complex, and tackling them generally demanded 
the development of multiple capabilities. 

Farmers who were affiliated to the multi-stake-
holder cooperative (the MSIP) could tackle chal-
lenges in the given contexts in Uganda, Rwanda 
and DRC Congo more effectively through foster-
ing their capabilities (knowledge, institutional, 
natural resource management [NRM], financial), 
counting on the various services facilitated by 
the multi-stakeholder, multipurpose cooperative. 
However, some challenges hindered or enabled bet-
ter outcomes of the innovation process (Table 25), 
as explained in the following subsection. 

Multi-stakeholder innovation cooperatives 
progressively enhanced the exploration and 
exploitation capabilities of smallholder farmers in 
innovating, reacting and adapting to multi-dimen-
sional challenges in cooperation with multi-level 
stakeholders in the potato netchain (Table  26). 
Various services were facilitated for enhancing the 
various capabilities of members. 

Multi-stakeholder cooperatives and their 
ambidextrous management of innovation 
networks: a typology of coordination 
mechanisms 
The changes in organizational relationships 
(informal and formal contractual relationships, 
exploratory and exploitative alliances) among 
stakeholders connected to an innovation net-
work when tackling challenges were used as 

figurE 15
location of lake kivu Pilot learning site

Source: A. Farrow GeAgrofia, 2016

Lakes

Site type

National park

Not selected

Counterfactual

Action site
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TABLE 24
Producer organizations and stakeholders at multi-level layers of the netchain

key informants – (potato enterprise)

1 task force leader/researcher/manager (Makerere University), 1 researcher (Open Distance Learning Network)

1 researcher (National Agricultural Research Organisation – NARO), 1 policy-maker (Kabale district), 1 national data manager 
(Makerere University), 1 processor/retailer (Huntex), 1 seed processor, IP national coordinator

IP president, IP secretary, 3 farmers, 1 trader, 2011 focus group with farmer group

Cooperative president, cooperative secretary, 10 farmers, 1 researcher (International Center for Tropical Agriculture – CIAT and 
NARO), 2011 focus group with farmer group

1 task force leader/researcher/manager (Rwanda Agricultural Research Institute – ISAR), IP national coordinator, 1 farmer 
association extension agent in value addition (Rwanda Farmers Federation), 1 national data manager (ISAR), 1 university 
researcher (National University of Rwanda), 1 M&E manager (Forum for Agricultural Research in Africa – FARA and ISAR)

IP president, IP secretary, 3 farmers, 1 trader, 2011 focus group with farmer group

1 supermarket retailer

1 facilitator-researcher (International Potato Center – CIP), 1 extension worker, 10 farmers, 2011 focus group with farmer group

1 credit provider (Mutuelles d’Épargne et de Crédit de Goma – MECREGO), 1 farmer association extension agent (Syndicat de 
Défense des Intérêts Paysans – SYDIP), 1 research extension agent (CIAT Tropical Soil Biology and Fertility – TSBF Institute), 1 NGO 
manager (Diobass), IP national coordinator (National Institute for Research and Agricultural Studies – INERA), 1 researcher (Goma 
Volcanological Observatory), 1 processor, 1 national data manager (Diobass)

IP president, IP secretary, 3 farmers, 1 trader, 2011 focus group with farmer group

6 farmers
2011 focus group with farmer group

Processor retailer

Transporter
wholesaler

Regional
cooperative

Farmers

Inputs

Farmer
cooperative

Virtual level
ICT - mediated

Geographical and
institutional level

Multi-stakeolder
level

Team level

Family level

Organizational
level

1 MSIP-Forum
 IP presidents
 IP secretaries
 IP M&E facilitators

2 Farmers

3 Farmer association
 Association president
 Association secretary

4 Local NGO
 Manager NGO Diobass
 Farmer advocacy groups
 Sydip (farmer union)

5 Extension agents
 Governmental
 Imbaraga Farmer Federation

6 Task force leaders
 Pilot learning site coordinators

7 National data managers
 M&E regional data manager
 IP national coordinators

8 Researchers
 IP national coordinators
 Rwanda Agricultural Board
 (previously ISAR)
 INERA
 Observatoire Goma
 Makerere University
 Rwanda National University

9 Seed processor

10 Service provider
 Traders
 Transporters
 Facilitator road contruction
 project

11 Finance
 MECREGO

12 Distributor
 JORO
 Kampala Potato Traders
 Association

13 Retail/food outlet/processor
 Nandos
 Nakumati supermarket
 Pronapika (Food processor)

14 Policy-maker
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indicators of coordination mechanisms. As new 
challenges emerged, the configurations of actors 
and their organizational relationships (ORs) 
changed. In the multi-stakeholder cooperatives, 
these structural changes in ORs occurred in a 
more dynamic way (see the innovation trajecto-
ries in Annex 9.1). The structural dynamics of 
networks are tracked as the innovation networks 
stabilize and disband (open and close) over time 
for exploration and exploitation, according to 
the challenges faced.

The dynamics of innovation networks were 
observed to be affected positively and/or nega-
tively by the institutional landscape, as explained 
in the following.

Mutual adjustment governance of innova-
tion networks of small producer organizations: 
Mutual adjustment–first order governance (small 
innovation network) was identified as a type of 
coordination mechanism for innovation networks 
when face-to-face communication is needed for 
actors to explore and exploit innovations. Inter-
organizational relationships in this coordination 
mechanism are based on mutual interdependency. 

Small innovation networks (Figure 16a) were 
formed with few members and no hierarchy 
(Douma and Schreuder, 2008). Members of this 
type of coordination mechanism sustain recipro-
cal interdependencies (↔) when the innovation 
network requires stability for exploiting innova-
tions and also when exploring new ways of doing 
things, as when farmers needed to participate in 
communities of practice to learn new techniques 

(Figure 16b). In addition, producer organizations 
needed to be more organized as groups to be able 
to carry out collective production and marketing, 
so a stable innovation network was necessary.

Hierarchical governance of innovation networks 
in larger producer organizations: Hierarchi-
cal–second order governance (larger innovation 
networks) was the type of coordination mecha-
nism identified in larger innovation networks. 
Inter-organizational relationships are more 
hierarchical and established among actors that 
belong to different layers (upstream or down-
stream) of the netchain (Figure 17). This type of 
inter-organizational relationship is characteristic 
of the vertical integration between two differ-
ent clusters of stakeholders, sustaining sequential 
interdependencies (↓) with other stakeholders 
with whom they are directly interdependent in 
an activity that is sequential (Figure 17a), such 
as in the type of inter-organizational relation-
ships sustained among producer organizations and 
extension agents and commonly used for the dif-
fusion and adoption of technologies or knowledge 
transfer through linear approaches. Specific exam-
ples include the type of interdependency between 
farmers in the multi-stakeholder cooperative in 
Gataraga and the supermarket buyer of potatoes 
in Kigali, and the linear diffusion of technologies 
by producer organizations in Nyange, Rwanda 
(Figure 17b). There are formal transactions among 
stakeholders belonging to two different layers of 
the netchain (signing of contracts in contract farm-
ing or economic transactions, knowledge transfer 

figurE 16
examples of mutual adjustment

Source: Pérez Perdomo.

a) Mutual adjustment governance of innovation 
networks in small producer organizations

b) Reciprocal (↔) interdependencies necessary for 
farmers to comply with quantity and quality demands
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transactions, etc.). The focus was on tackling the 
innovation challenge of the lack of clean seeds, 
with farmers fostering their capabilities in NRM. 
However, there were no other complementary 
capabilities facilitated in the innovation network 
(marketing and forming linkages to markets, 
financial capabilities and the facilitation of credit, 
cooperation, knowledge sharing with other actors 
in the potato value chain, etc.) compared with the 
farmers who participated in the multi-stakeholder 
cooperative in Gataraga. Participative decision-
making or negotiation was also lacking.

The innovation network structures of farmers 
working with hierarchical ways of coordination 
were relatively static and maintained the same types 
of sequential interdependency along the trajec-
tory, as in the case of Abahujumugambi producer 
organization (Annex 9.1, Figure A9.3). The inno-
vation network was more exclusive (closed) and 
static over time; farmers worked with the extension 
worker to translate an innovation into a concrete 
outcome (adoption of the positive selection tech-
nology) to tackle the challenge of the lack of clean 
seeds. Farmers were restricted to acting as passive 
agents of innovation for the vertical integration 
of the innovation network (between farmers and 
researchers), and were limited to farming activities. 
However, these traditional agriculture and rural 
development intervention approaches were seen 
by farmers as very important for the facilitation 
of technology transfer and were a step towards 
participating in more complex innovations.

Similarly, in Uganda, the Nyabyumba pro-
ducer organization (Annex 9.1, Figure A9.1) had 

a hierarchical coordination mechanism formalized 
in a contractual relationship (business-oriented 
contract farming) with a specific interest in the 
economic outcome (exploitative organizational 
relationship). However, when this coordination 
mechanism was consolidated for a period of more 
than eight years, a stagnant period for innova-
tion started and limitations emerged. Along their 
innovation trajectory, farmers developed their 
knowledge, production, technological capabili-
ties (e.g. clean seeds), NRM and entrepreneurial 
capabilities. However, at a certain stage of their 
trajectory no new linkages to markets or new 
value-addition possibilities emerged, as these were 
limited by the lack of resources, especially land 
and financial capability for obtaining more credit.

Dynamic meta-governance of multi-stakeholder 
cooperatives – ambidextrous management of 
multi-level innovation networks: The same coor-
dination mechanisms applied in the three sites 
where small farmers participated in the IAR4D 
approach, with the facilitation of various stake-
holders to foster capabilities of farmers in MSIPs 
(see Figures A9.1 to A9.6 in Annex 9.1). 

Meta-governance (hybrid governance) of 
innovation networks is the type of coordination 
mechanism that was identified in these MSIPs. 
Dynamic and hybrid coordination mechanisms 
emerged over time, balancing the dynamics of 
exploration and exploitation for a more sustained 
performance in solving various types of innova-
tion challenge. Each MSIP is a mobile hub of 
innovation networks involving various clusters of 

figurE 17
examples of hierarchical governance

Source: Pérez Perdomo.

a. Hierarchical and 
mutual adjustment 
governances with 
sequential (↓) and 
reciprocal (↔) 
interdependencies

b. Abahujumugambi farmer group, CIP 3G potato 
project (2010), Rwanda – CIP leads farmers in 
the diffusion of positive selection technology for 
tackling the challenge of lack of clean seeds

            

 

Replace Figure 17b 
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figurE 18
netchain analysis for tracking governance dynamics of innovation networks in an innovation platform/multi-
stakeholder cooperative – Gataraga producer organization and the innovation platform in rwanda using the 
IAr4d approach

See trajectories in Annex 9.1.
Source: Pérez Perdomo.

a. 2008: Complex multi-level innovation network to tackle 
challenges collectively, as in multi-stakeholder platforms that 
combine multi-level and hybrid governances (Figure 18d)

c. 2010: Hierarchical innovation network led by an 
organization, as for the collective marketing of 
potatoes for contract farming between Nakumati 
supermarket and farmers in Gataraga (Figure 18f)

e. Mutual adjustment governance with 
reciprocal (↔) interdependencies

b. 2009: Stable innovation network to comply with production 
and marketing challenges, as in small producer organizations 
working in a community of practice (Figure 18e)

d. Meta-governance with pooled (---), sequential 
(↓) and reciprocal (↔) interdependencies

f. Hierarchical and mutual adjustment governance with 
sequential (↓) and reciprocal (↔) interdependencies
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stakeholders at different levels and over the inno-
vation process, who collaborate in the formation 
of different innovation arrangements. A forum of 
stakeholders joined the agricultural MSIP volun-
tarily to work together in cooperation in finding 
innovative ways of solving a common problem in 
a co-innovation process. 

When comparing the structural changes in the 
innovation networks of the cases studied, it was 
observed that innovation networks stabilize and 
disband over time as, responding to the innova-
tion challenges, actors organize through different 
governance coordination mechanisms. As new 
challenges emerged, the configurations of actors 
participating in innovation networks of the potato 
netchain changed, with innovation networks clos-
ing when there was a need of stability for exploit-
ing innovations, and opening again for exploring 
new ways of doing things. 

Inter-organizational relationships also changed 
over time (see Annex 9.1, changes of interdepend-
encies over time – pooled, sequential and reciprocal 
interdependencies). The multi-stakeholder coop-
eratives also facilitated linkages among farmers 
and a diversity of stakeholders (Figures 18 and 19 
and Table 27). Loose types of inter-organizational 
relationship were facilitated for the exploration 
of innovation opportunities and for reciprocal 

and sequential inter-organizational relationships, 
which sometimes took place for the exploitation of 
an innovation, with the formalization of relation-
ships (e.g. Figure 18c). Changes in partnerships 
over time were also observed (Table 27).

Producer organizations participating using 
the IAR4D approach with the MSIP as a core 
component had a comparative advantage over 
the other producer organizations (Figures A9.1 
to A9.6 in Annex 9.1, and Table 26). Facilitation 
to foster multiple capabilities was provided by 
a diversity of stakeholders playing various roles 
(Pérez Perdomo et al., 2015). In the MSIPs, not 
only capabilities for producing clean seeds were 
fostered – through the diffusion of technologies 
to tackle the problems of bacterial wilt – but also 
the organizational capability of farmers to market 
and produce potatoes collectively. The MSIPs also 
fostered knowledge and learning capabilities, the 
formation of communities of practice (horizontal 
integration), and the availability of a variety of 
information and knowledge sharing mechanisms, 
including the use of ICTs to reduce information 
asymmetries of farmers and reduce the opportun-
istic behaviour of traders. In the MSIPs, farmers 
were taught how to weigh produce in kilograms to 
avoid being cheated by traders. Other knowledge 
capabilities were fostered through teaching of 

TABLE 27
comparison of partnerships in case study producer organizations

Producer organization types of partnership (2009) and actors 
in innovation networks

types of partnerships (2011–2012) and actors 
in innovation networks

Bufundi United multi-stakeholder 
cooperative: innovation platform, 
IAR4D 

Public partnerships: Africa 2000 
Network (A2N), NARO, CIAT

Public and private partnerships facilitated 
in the MSIP: FARA, Makerere University, 
NARO, CIAT, local government, A2N, Huntex 
Industries, Mutuelles d’Épargne et de Crédit 
de Goma – MECREGO 

Nyabyumba producer organization: 
various interventions, currently 
doing contract farming

Public and private partnerships 
facilitated in the MSIP: Africa 2000 
Network (A2N), NARO, CIAT, Nandos

Private partnership: contract with Nandos, 
Tropical Heat (food outlet)

Gataraga multi-stakeholder 
cooperative: innovation platform, 
IAR4D

Public partnerships: Rwanda Farmers 
Federation, ISAR

Public and private partnerships facilitated in 
the MSIP: FARA/ISAR, ISAR, Rwanda Farmers 
Federation, National University of Rwanda, 
CIAT, MECREGO, Nakumati supermarket, 
Ninzi hotel

Abahujumugambi producer 
organization: 3G potato project 
of CIP 

Public partnerships: Rwanda Farmers 
Federation, ISAR

Public partnerships: 3G potato project, 
Rwanda Farmers Federation

Muungano Multi-stakeholder 
cooperative: IAR4D 

No formal partnerships Public and private partnerships facilitated 
in the MSIP: Diobass, INERA, (Goma 
Volcanological Observatory), SYDIP, processor, 
Consortium for Improving Agriculture-based 
Livelihoods in Central Africa (CIALCA), 
MECREGO

Gamaru producer organization No formal partnerships No formal partnerships, no intervention 
approaches
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figurE 19
stakeholders in multi-stakeholder cooperatives: potato netchains

Sources: S.A. Pérez Perdomo.

Innovation networks tackling different challenges in emergent cooperatives 
in sub-Saharan Africa for value chain/network innovations

Challenges: e.g. food insecurity, climate change, technological, productivity,
lack of markets, asymetries in the netchain, poverty, etc.

Exploratory networks Multi-level ambidextrous innovation networks Exploitative networks

MSIP-Forum IP:
Presidents, MSIP Secretaries, MSIP M&E Facilitators

Farmer level:
Farmers, producers organizations, savings and credit cooperative organizations

Farmer advocacy groups:
SYDIP, Imbaraga Farmer Federation

Government/non-governmental level: Policy-maker, Diobass

Service providers:
Traders, seed processor Uganda, PRONAPIKA (food processors), transporters, MECRECO

Managers (Regional, national, organizational, team levels):
Task force leaders, M&E regional data manager, pilot learning site coordinators, national data managers,

MSIP National coordinators, informal managers from the civil society

Research & Development:
Extension agents, researchers, MSIP National Coordinators, CIAT-TSBF, Rwanda Agricultural Board (previously called ISAR),

INERA, Goma volcanological Observatory, CIP

Entrepreneurial universities: Makerere University, Rwanda University

Private sector:
Nandos, Joro private sector, Kampala Potato Traders Association, Nakumati supermarket

Multidexterity: hybrid capabilities*: e.g. natural resources management, production, marketing, technology, entrepreneurship, 
knowledge management, ICT mediated capabilities, governance

Structural capability:
Meta-governance of innovation networks

Separated and combined-social structures for exploration or/and exploitation
Exploratory and exploitative alliances

Multi-dimensional boundaries: e.g. regional, political, institutional, legal, cultural, virtual

Simultaneous timing exploration and exploitation

Outcomes innovation process
+Performance

Differentiation and consolidation
• Value addition (product, organizational 
 relationships and process)
• Multi-dexterity: hybrid capabilities
• Entrepreneurial orientation
• Corporate social responsibility
• Solution to some problems
• Innovation

Management design and roles by stakeholders
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techniques for more sustainable NRM. Organiza-
tional capabilities were improved through making 
linkages between farmers and financial institutions 
to provide loans without requiring collateral, 
allowing farmers to buy seeds and other market 
inputs. Entrepreneurship was fostered through 
making business linkages between farmers and 
buyers (hotels, supermarkets, etc.) and formal-
izing supply chain relationships through contracts 
(vertical integration). An example of institutional 
arrangements is the making of by-laws and the 
creation of systems of rewards and sanctions to 
avoid free-riding behaviour. This combination 
of services and facilitation allowed farmers to 
develop their capabilities to explore and exploit 
opportunities for tackling their challenges more 
effectively and sustainably by being empowered 
to do things on their own (Table 26). 

context-sensitiveness of innovation: 
enablers and barriers
It was clear that the institutional landscape exerted 
a big influence on the trajectories of the innova-
tion process of producer organizations, present-
ing challenges and opportunities for innovation 
(Table 25). In Rwanda, the innovation trajectories 
benefited in general terms from a better institu-
tional landscape including services for enhancing 
the organizational capacity of farmers (e.g. via the 
Rwanda Farmers Federation), better road infra-
structure, more operational policies, and more 
support from the government for the develop-
ment of cooperatives, such as through the coop-
erative legal and statutory framework of 2006 
(MINICOM, 2006). This supportive framework 
enhanced the organizational capacity of farmers 
for collective action and the making of formal 
agreements such as contracts, as in the multi-
stakeholder cooperative in Gataraga. However, a 
negative factor that hinders innovation efforts of 
producer organizations in Rwanda is land scarcity 
(Jayne et al., 2010), and land use is highly regu-
lated by government.

Through the influence of the institutional 
landscape and its multi-dimensional boundaries, 
some trajectories of innovation networks were 
erratic, such as the case of the producer organiza-
tion in the MSIP in Bufundi (Uganda), where 
power dynamics affected the innovation process. 
In this case, competing coordination mechanisms 
of innovation networks were observed, with local 
governance competing against the self- and tem-
poral coordination mechanism of the innovation 
networks in the multi-stakeholder cooperative 

(Annex 9.1, Figure A9.2), which hindered efforts. 
Despite the fact that negotiation was mediated 
in the multi-stakeholder cooperative through the 
making of by-laws with the support of the local 
government to solve competing claims on land 
use between agriculturalists and pastoralists, this 
negotiation was insufficient. According to farm-
ers, there were hidden local agendas so the inclu-
sion of higher levels of government would have 
been more effective for the negotiation process.

In contrast, and in an extreme position in rela-
tion to the other cases, the members of Gamaru 
farmer union in DRC were limited to subsistence 
agriculture. They had been part of a producer 
organization but because of civil war they were 
no longer working collectively. Farmers pro-
duced potatoes for their home consumption, as 
long as thieves or displaced people in the area 
did not steal their produce. When the civil war 
ceased, farmers tried to reorganize their farmer 
producer organization, but this was difficult 
because members were dispersed. Farmers could 
not deal with the challenges in Rutshuru district, 
such as the dynamics of local markets, the bad 
reputation of local potatoes because of their 
low quality (lack of water in the area), scattered 
production resulting in little bargaining power, 
and high transport costs in relation to the seri-
ous economic limitations of the producers. This 
situation favoured the opportunistic behaviour 
of some traders who came to Rutshuru and took 
advantage of the market information asymmetry 
of farmers, reducing their bargaining power. In 
addition, given the bad state of roads and the 
high costs of transport, farmers did not have the 
possibility of exploring new markets. 

Nearby, Muungano producer organization was 
also highly affected by the contextual dynamics in 
Rutshuru. The governance of the MSIP fostered 
the organizational capacity of farmers and link-
ages to other stakeholders (e.g. a credit institution 
and a processor), greater trust, access to multiple 
sources of knowledge to foster capabilities, access 
to various resources such as information and agri-
cultural technologies, access to financial support, 
and improvement of entrepreneurial capabilities 
to consolidate as business networks for the col-
lective production and marketing of potatoes. The 
MSIP was a mobile hub for value addition. How-
ever, the outcomes for this producer organization 
were not good, and when the civil war started 
again, farmers were displaced. In November 2013, 
some farmers from Rutshuru were still refugees in 
Uganda, while others were returning.
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9.5 dIscussIon 
This section analyses and relates the three main 
principles of cooperatives to the principles of 
MSIPs, proposing these platforms as a type of 
multi-level and multipurpose cooperative for 
innovation and entrepreneurship.

user-owned multi-stakeholder cooperatives 
This is the case of MSIPs, which are spaces for 
cooperation and co-innovation. They are organi-
zations that share a concern for the community, 
which is a principle of cooperatives.

An MSIP is a multi-purpose cooperative. 
Different activities are organized in this multi-
stakeholder cooperative with the participation 
of diverse stakeholders going further than the 
arrangements of traditional linear approaches that 
focus mainly on the diffusion of and adoption 
of technologies by farmers. An MSIP is a special 
multi-stakeholder, multi-purpose cooperative that 
fosters various capabilities (organizational, tech-
nological, knowledge, institutional). Members, 
mainly farmers, are not restricted to farming and 
participate in all activities, including decision-
making regarding what, by whom, when, why 
and with whom activities are carried out. In a 
multi-stakeholder cooperative, farmers are no 
longer recipients of technologies. Instead, they 
are active agents of the innovation process, being 
part of a more complex configuration of innova-
tion networks that includes other stakeholders 
such as seed producers, traders, extension agents, 
researchers, transporters, processors and delegates 
from local government. Farmers participate in the 
vertical, horizontal and cross-integration of inno-
vation networks, not only in innovations related 
to chain activities in production and post-harvest 
activities (e.g. land preparation, weeding, harvest-
ing, storing) for the vertical integration of innova-
tion networks, but also in innovations related to 
netchain governance (decision-making processes, 
information, quality, marketing, cooperation and 
innovation management) for horizontal integra-
tion (Figures 20 and 21).

user controlled multi-stakeholder 
cooperative
A cooperative follows the principles of: i) democratic 
control by members; ii) autonomy and independ-
ence; and iii) concern for the community (ICA, 2013). 
Membership of a multi-stakeholder cooperative is 
also voluntary and open, with democratic control by 
members (one member, one vote). Decision-making 
is democratic, and in this way members control their 

cooperative. Solutions cannot be imposed by exter-
nal actors but have to be negotiated. Action plans are 
the mechanisms that define the progress of collective 
action, and are adjusted when needed. 

A multi-stakeholder cooperative is managed 
by a forum of representatives of different stake-
holders and different committees (finance, M&E, 
productivity, etc.), organized at different levels of 
the network (the local farmer, national, regional 
and ICT-mediated levels). The forum dynamically 
orchestrates the innovation networks (Figure 20) 
as a mobile hub, changing its locus depending on 
the nature and complexity of the challenges. In 
this way, members participate in decision-making 
on what, by whom, when, why and with whom 
activities are carried out. The MSIP, multi-stake-
holder cooperative facilitates more transparency 
in processes because all activities are monitored 
by its members.

At the farmer level, the management structure 
is based on the community governance structure 
so it is locally embedded and follows a constitu-
tion. It has the basic management structure of 
a MSIP (Figure 20) composed of a president, a 
vice president, a secretary and the representatives 
of committees. At the regional level, there are 
task managers (productivity, NRM), and at the 
national level there is a leading organization, in 
Uganda an entrepreneurial university, in Rwanda a 
research organization and in DRC an NGO.

The governance of multi-stakeholder coop-
eratives as mobile hubs of innovation networks 
(Figure 21) resembles an NAO managing inno-
vation networks at multiple organizational and 
network levels, and fostering cooperation at the 
local, national and international levels (principle 
of cooperation among cooperatives). A multi-
stakeholder cooperative does not have a central, 
neutral position, but is a mobile hub that changes 
its composition at different levels (network levels 
or for different clusters or layers of the netchain) 
and over the innovation process; it depends on the 
nature and complexity of the challenges faced, so 
the required involvement of stakeholders will also 
vary (see examples in Figure 20).

user benefits of multi-stakeholder 
cooperatives
An MSIP is a multi-purpose cooperative because 
its members have access to various resources 
and services of the cooperative (the user benefit 
principle). Members develop their capabilities to 
be empowered to tackle challenges, for instance, 
by conducting M&E tracking of the innova-
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figurE 20
examples of mobile hubs of innovation networks in bufundi, uganda (open fora-innovation platform)

The configuration of organization of the mobile hub changes over time according to challenges. 
Source: Pérez Perdomo case studies report 2011 and FARA report 2007
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tion process. Farmer members of the cooperative 
also share various resources to foster capabilities 
(exploration) and participate in the consolidation 
of outcomes of the process (exploitation) – eco-
nomic participation. One of the most important 
benefits for the members of a multi-stakeholder 
cooperative is the possibility for knowledge shar-
ing in communities of practice at different levels 
(supply, value and netchain), so the principle of 
education, training and information is followed. 
This principle provides farmers with access to a 
variety of knowledge and expertise from differ-
ent stakeholders on NRM, pre- and post-harvest 
management of potatoes, collective marketing, 
value addition, etc., fostering knowledge shar-
ing in trans-disciplinary and more participatory 
modes. These are qualitative insights, but Nkonya 
et al. (2013) present an econometrical analysis of 
the impacts of potato netchain MSIPs and MSIPs 
focusing on other commodities.

9.6 conclusIons
Innovation and entrepreneurship are not possible 
without cooperation, which emphasizes the impor-

tance of the social organization of innovation net-
works through different governance coordination 
mechanisms for fostering exploratory and exploita-
tive capabilities to tackle challenges in an innovation 
process. Empirical evidence has shown that there 
are three governance coordination mechanisms of 
innovation networks: i) mutual adjustment govern-
ance of small innovation networks; ii) hierarchical 
governance of larger innovation networks; and 
iii) dynamic meta-governance in multi-stakeholder 
cooperatives. These coordination mechanisms 
change according to the innovation challenges that 
farmers (and other stakeholders) face. As a result, 
innovation networks stabilize and disband over 
time (opening and closing), following self-organ-
ized coordination mechanisms (Pyka and Küppers, 
2002). In this study, structural dynamics were 
used as indicators of the governance coordination 
mechanism. Changes in governance coordination 
mechanisms depend on: i) the types of challenge; 
ii) the size and diversity of the innovation network; 
iii) the interest of stakeholders; iv) linkages among 
stakeholders; v) the timing of innovations; vi) the 
contextual dynamics of innovations; and vii) risks.

figurE 22
dynamic hybrid coordination mechanisms (meta-governance) and interdependencies over time
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Mutual adjustment governance of small inno-
vation networks fosters the capabilities of small-
holder farmers at times when mutual adjustment 
and stability of the network are needed. An exam-
ple of this coordination mechanism occurred when 
farmers were organized with other peers in their 
village and through a stable innovation network; 
they could explore innovations and learn from 
each other through communities of practice. This 
horizontal integration of networks, or bonding, is 
crucial for farmers in improving their capacity for 
collective production and marketing of potatoes, 
and being organized to comply with quality 
and quantity standards. Reciprocal inter-organ-
izational relationships are then sustained among 
members of the innovation network. However, 
the limitation of this coordination mechanism is 
that the size of the innovation network can limit 
the innovation capacity of farmers to deal with 
certain challenges, such as complying with quan-
tity requirements when doing contract farming. 

For the coordination of larger innovation 
networks, when face-to-face communication is 
not easy among members, a hierarchical govern-
ance is needed for the vertical integration of the 
network, to bridge different stakeholders (such as 
in the formation of a supply chain). Through this 
coordination mechanism, interdependent clusters 
of the potato netchain were connected, such as 
farmers to traders, transporters and innovation 
intermediaries, sustaining sequential interde-
pendencies. Eventually, this type of coordination 
mechanism resulted in the exploitation of capa-
bilities of the innovation network, as in the case 
in Rwanda, when farmers signed contracts with 
supermarkets and hotels in Kigali, or in the case 
of contract farming in the Nyabyumba group in 
Uganda, where farmers consolidated their enter-
prise. However, the limitation of this coordina-
tion mechanism is that too much linearity in some 
cases can hinder the exploration of new ways of 
doing things, such as when the network is closed 

TABLE 28
Modes of management for exploration and exploitation in cooperatives

explorative management Ambidextrous management  
in multi-stakeholder cooperatives exploitative management

Services to foster the 
exploration of new ways of 
doing things 

Combination of services to foster various capabilities 
(e.g. organizational, knowledge, technological, 
NRM, production and post-harvest management) 

Services to foster the consolidation 
of capabilities for exploitation (e.g. 
transfer and adoption of technologies) 

Informal roles of civil society 
actors

Formal roles of managers and other civil society 
actors

Traditional formal roles of managers

Sharing knowledge (e.g. in 
communities of practice) 

Tacit and codified knowledge sharing at various 
network levels through knowledge management 
strategy

Sharing knowledge using codified 
knowledge in information materials

Serendipitous organization Action plans and participatory monitoring and 
evaluation (short-, medium- and long-term 
planning)

Fixed schedule 

Informal organizational 
relationships

Informal and formal organizational relationships Formal organizational relationships 
(orally agreed or by written contracts)

Poor institutional 
arrangements – high risks

Flexible multidimensional institutional arrangements 
– open memberships and the making of by-laws, 
and sanction and reward systems 

Mediation in conflicts and competing claims

Contracts

Open networks (new 
sources of knowledge)

Open and closed networks for new sources of 
knowledge and stability for specialization and 
consolidation of capabilities

Closed networks (limited sources 
of knowledge) for stability for 
specialization and consolidation of 
capabilities

Small networks – virtual 
networks (ICT-mediated)

Facilitation of linkages in multi-level networks of the 
netchain and virtual networks (ICT-mediated)

Large innovation networks – virtual 
networks (ICT-mediated)

Reciprocal and pooled 
organizational relationships

Value addition in products and processes (facilitation 
of combined organizational relationships at 
different network levels: communities of practice for 
learning [reciprocal], business relations [hierarchical], 
cooperation/collaboration [pooled]) 

Organizational relationships mainly 
hierarchical 

Towards people, profit or 
planet

Combination of people, profit and planet 
dimensions of sustainability

Towards people, profit or planet
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and does not allow the entrance of new members 
and new sources of knowledge.

Multi-stakeholder types of cooperative such as 
innovation platforms exert an ambidextrous man-
agement of innovation networks for tackling com-
plex challenges (short-, medium- and long-term) 
in a certain context. Multi-stakeholder coopera-
tives and their hybrid and dynamic governances 
foster horizontal, vertical and cross-integration of 
innovation networks and a combination of capa-
bilities for exploration and exploitation (Figures 
22 and 23, and Annex 9.1 Figures A9.1 to A9.6 for 
details of trajectories), by having the facilitation of 
stakeholders at different levels. 

As new challenges emerged, the configurations 
of actors participating in innovation networks of 
the potato netchain changed accordingly. Mobil-
ity in the innovation process was fostered to 
balance exploration and exploitation; there was a 

dynamic orchestration of activities facilitated by 
the multi-level fora of the MSIP (i.e. a mobile hub 
of innovation networks) at the farmer, national, 
regional and even the virtual levels (Figure 22). 
The fora democratically decided on the activities 
to carry out and the types of leadership required 
for specific tasks. Ambidextrous management 
of a multi-stakeholder cooperative differs from 
other ways of management that tend to focus 
more on exploration or exploitation; it balances 
exploration and exploitation in the cooperative 
(Table 28), and it solves interface problems that 
occur when managing exploration and exploita-
tion simultaneously.

The outcome of the multi-stakeholder inno-
vation cooperatives in some cases was affected 
positively or negatively; sometimes the consoli-
dation of the potato enterprise and access to 
business opportunities were hindered. Innovation 

figurE 23
Multi-stakeholder cooperatives and their different organizational relationships – reciprocal, sequential and 
pooled

Source: S.A. Pérez Perdomo.
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networks were in all the cases highly influenced by 
the “written rules of the game” of formal institu-
tions (such as the regulations of the government 
or market regulations) and informal institutions, 
emphasizing the need to look at the institutional 
landscape and its multidimensional boundaries as 
a crucial factor for innovation.

In organizational ambidexterity, exploration 
and exploitation have to be combined to add 
value to organizations, and this is one of the most 
important conditions. The study found that at the 
level of innovation networks, a multi-stakeholder 
cooperative and its ambidextrous management 
through hybrid coordination mechanisms pro-
gressively foster the innovation capacity of farmers 
(and other actors) who cooperate in the innovation 
network. However, management of innovation 
processes is interpreted in the sense of facilitat-
ing a process rather than controlling it, because 
the dynamics of innovation networks cannot be 
totally pre-planned but also follow mechanisms 
of self-organization and adaptation. Some of the 
roles of managers and other more informal actors 
from civil society who facilitate multi-stakeholder 
cooperatives and other multi-level settings such as 
in research and development (R&D) interventions 
(Pérez Perdomo et al., 2015) are: 

 � facilitating dynamic coordination according 
to innovation challenges, avoiding stagnation 
of the innovation process; 

 � fostering bonding, bridging and breaching 
mechanisms, to avoid the stagnation of net-
works and promote the emergence of new 
innovations – this implies facilitating inter-
organizational relationships among stake-
holders (reciprocal, sequential and pooled) 
for the horizontal, vertical and cross-integra-
tion of innovation networks, particularly by 
making the supply, value or netchain more 
inclusive of small farmers, and can also 
imply the facilitation of exploitative and 
explorative alliances;

 � combining tacit and codified knowledge 
sharing in communities of practice at differ-
ent levels of innovation networks;

 � facilitating new start-ups when the innova-
tion process stagnates, managing the timing 
and sustainability of innovations by fostering 
simultaneously the exploration and exploita-

tion of innovations over time, and help-
ing the opening (differentiation) and closing 
(consolidation) of networks when facing, 
short-, medium- and long-term challenges; 

 � managing the dynamics of innovation net-
works that include competing institutions 
and directing them towards more amicable 
environments, as innovation is a context-
sensitive process.

The roles of intervention managers and innovation 
agents are crucial in the management of innovation 
networks of multi-stakeholder cooperatives over 
time for enhancing the ambidextrous capability of 
innovation networks in multi-stakeholder coop-
eratives (Pérez Perdomo et al., 2015). 

This paper has presented a scenario of oppor-
tunities for the 82 percent of African farmers who 
potentially could participate in multi-stakeholder 
cooperatives as incubators of innovation and entre-
preneurship, to develop their innovation capacity 
to face current complex challenges and societal 
paradoxes in cooperation with other stakeholders. 
New, innovative social arrangements have to be 
made to benefit the majority and avoid narrow 
approaches to innovation. A door is open for the 
opportunities that globalized and international 
markets offer to farmers not only in Africa but 
also other developing countries. Possibilities for 
change are left in the hands of the people who have 
the power to create and operationalize better poli-
cies, design interventions and investment more in 
better livelihoods for the majority of farmers who 
still struggle to make a living from agriculture.
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Annex 9.1: MethodoloGy for trAckInG GovernAnce dynAMIcs 
  of InnovAtIon networks of eMerGent cooPerAtIves 

figurE A9.1
Innovation cycle trajectory – nyabyumba farmers

Source: S.A. Pérez Perdomo.

ANNEX 9.1: METHODOLOGY FOR TRACKING GOVERNANCE DYNAMICS OF 
INNOVATION NETWORKS OF EMERGENT COOPERATIVES 
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Source: S.A. Pérez Perdomo. 

FIGURE A9.1 
Innovation cycle trajectory – Nyabyumba farmers 
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figurE A9.2
Innovation cycle trajectory – MsIP bufundi farmers

Source: S.A. Pérez Perdomo.
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Source: S.A. Pérez Perdomo. 

FIGURE A9.2 
Innovation cycle trajectory – MSIP Bufundi farmers 
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figurE A9.3
Innovation cycle trajectory – Abahujumugambi farmers

Source: S.A. Pérez Perdomo.
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Source: S.A. Pérez Perdomo. 

FIGURE A9.3 
Innovation cycle trajectory – Abahujumugambi farmers 
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figurE A9.4
Innovation cycle trajectory – MsIP Gataraga farmers

Source: S.A. Pérez Perdomo.

 

 

 

 

___________________________________________________________________________________ 
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FIGURE A9.4 
Innovation cycle trajectory – MSIP Gataraga farmers 



Enabling more inclusive and efficient food and agricultural systems in Africa158

figurE A9.5
Innovation cycle trajectory – Gamaru farmers

Source: S.A. Pérez Perdomo.
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FIGURE A9.5 
Innovation cycle trajectory – MSIP Gamaru farmers 
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figurE A9.6
Innovation cycle trajectory – MsIP Muungano farmers

Source: S.A. Pérez Perdomo.
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Source: S.A. Pérez Perdomo. 

FIGURE A9.6 
Innovation cycle trajectory – MSIP Muungano farmers 
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Abstract
As small agrifood firms contribute a large per-
centage of most economies, understanding the 
drivers of performance is key to improving their 
competitiveness. Literature posits that a strategy 
of continuous innovation is essential for superior 
performance. However, little is known about the 
specific nature and drivers of innovation strategy 
for small agrifood firms. Building on prior litera-
ture on international marketing and organizational 
learning, this study develops and conceptualizes 
innovation for small agrifood firms as collaborative 
innovation in processes and services. The aim is to 
provide a deeper understanding of the relation-
ship between the commitment to learning and the 
performance of agrifood businesses in Uganda and 
Kenya. Drawing on the complementary resources 
theory, the study empirically examines collabora-
tive innovation and commitment to learning as 
antecedents to performance in the context of small 
agrifood firms that participate in the international 
market. A conceptual model was developed link-
ing these constructs and tested on data from 533 
small agrifood exporters dealing in fish and food 
horticultural products. Results indicate that col-
laborative innovation in processes and services 
improves the performance of small agrifood firms.

Keywords: learning, collaborative innovation, firm 
performance, small firms, global supply chains, 
emerging markets, value chains, Kenya, Uganda

10.1 IntroductIon
Questions of how to enable efficient inclusion of 
small agricultural firms in Africa, and what can be 
done to increase the production and market access 
of these firms have preoccupied many scholars 
and practitioners around the world (Ibeh, Wilson 

and Chizema, 2012; Trienekens, 2011). Amid these 
challenges, the burden of ensuring food safety 
is also taking centre stage and is being pushed 
upstream in the supply chain to small producers. 
Nevertheless, efforts to enable efficient inclusion 
of small agrifood firms in global supply chains 
may be enhanced if explored further through the 
perspective of small firms learning from other 
supply chain members. This is because learn-
ing is a purposive quest to improve and retain 
competitiveness, productivity and innovativeness 
in uncertain market conditions (Dodgson, 1993). 
Market changes such as those implemented by 
the United States Food and Drug Administration 
since 15 June 2015 will have a great impact on 
small producers with regards to new traceability 
requirements and use of technology for record 
keeping (von Hafften, 2014). Therefore, small 
firms need to be proactive and to change their cul-
tural values and beliefs to benefit efficiently from 
participating in international markets. Small firms, 
especially those in Kenya and Uganda, can learn 
from other supply chain members through sharing 
information on product specifications, produc-
tion techniques and consumer changes in tastes 
and preferences (Foster-McGregor, Isaksson and 
Kaulich, 2014; Jraisat, Gotsi and Bourlakis, 2013).

Extensive literature on international market-
ing provides guidance that may be useful in 
explaining the performance of small firms in this 
context (Leonidou, Katsikeas and Coudounaris, 
2010; Singh, 2009; Sousa, Martínez-López and 
Coelho, 2008). While most research has focused 
on organizational determinants such as marketing 
strategy, firm size, international experience and 
market orientation (Sousa and Bradley, 2008), 
limited attention has been paid to factors such as 
commitment to learning and collaborative inno-
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vation, which are more relevant for small firms 
operating in contexts of high interdependence 
among supply chain members. In addition, 90.2 
percent of such studies are based on developed 
countries with formal economic structures (Mor-
gan, Katsikeas and Vorhies, 2012).

Small firms in Kenya and Uganda, as in many 
other emerging economies, face challenges such 
as limited resources, operating contexts with 
low formal institutions, limited technological 
expertise, limited flows of market information, 
an uncertain market environment and lack of 
market-based institutions with facilitating rules 
(Viswanathan et al., 2014). Collaborative innova-
tion, rather than innovation per se, is therefore 
crucial for firms in these contexts as it enhances 
their flexibility while mitigating the inherent 
liabilities of smallness through enabling them to 
complement each other’s resources (Ketchen, Ire-
land and Snow, 2007). Collaborative innovation 
is crucial for small firms in global supply chains 
as a way to maintain traceability, product quality 
and safety. In the context of this study, collabora-
tive innovation pertains mainly to incremental 
changes in the use or application of innovations, 
termed as services (preservation, storage, usage, 
transport, branding and bar-coding) and processes 
(changes in product composition). Therefore, to 
obtain maximum benefits, collaborative innova-
tion involves developing mutually new processes 
and services with supply chain members.

This study empirically examines the role of 
commitment to learning and collaborative inno-
vation of small agrifood firms in Kenya and 
Uganda that participate in international markets. 
Specifically, the study focuses on process- and 
service-related collaborative innovation among 
supply chain members. It is structured as follows: 
first it describes the theoretical framework of the 
study, then it provides a literature view and states 
hypotheses. This introduction is followed by a 
description of the research methodology used to 
test the hypotheses, presentation of results and 
discussion. Implications, limitations and conclu-
sions are also discussed.

10.2 theoretIcAl frAmework  
And lIterAture revIew

complementary resources theory
The complementary resource theory argues 
that firms create synergistic value by combin-
ing resources with other firms that have com-
plementary, rather than similar, resources (Deitz 
et  al., 2010). Firms can enter into relationships 

when their combined resources create additional 
excess value relative to what each firm had before 
pooling resources (Chung, Singh and Lee, 2000). 
Small firms rarely act alone in creating inter-
national competitive advantage because of their 
limited resources to invest in innovation, marketing 
activities, infrastructure and human capital and the 
low complementarity power of these resources 
(Hadjimanolis, 1999; Jraisat, Gotsi and Bourlakis, 
2013). In collaborative innovation, firms develop 
and commercialize products that are not limited 
to those produced by the firms themselves. For 
example, some of the products that small exporters 
deal in are for export only and the local community 
is not interested in consuming them. At the same 
time, global retailers have no capacity to produce 
hand-picked and packaged blemish-free products. 
Therefore, members of the supply chain can per-
ceive themselves as interdependent and it is unlikely 
that future relationships will be endangered by the 
emergence of other opportunities (Madhok, 2006).

related literature and hypotheses
Direct effect of commitment to learning and firm 
performance: Small firms are recognized for their 
ability to create employment and income in many 
developing countries (Mano et  al., 2011). Fur-
thermore, small firms offer cost advantages for 
the delivery of labour-intensive commodities that 
require strong quality supervision, especially fruits 
and vegetables. As small firms make up an impor-
tant part of every economy, there is need to iden-
tify and understand the factors that influence their 
performance. Developing a strong commitment to 
learning underpins a firm’s internal self-renewal as 
it facilitates the establishment and management of 
a strategic view towards learning (Garvin, 1993). 
According to Senge (1990), commitment to learning 
reflects the fundamental value that a firm assigns to 
learning, and can influence whether an organization 
is likely to promote a learning culture or not. Firms 
that are committed to learning value the need of 
understanding the causes and effects of their actions 
in helping them to detect and correct errors in cur-
rent theory (Hambleton and Howard, 2012).

When agrifood firms become committed to 
learning they are more likely to manage effec-
tively the skills that strengthen their access to 
information that has an impact on market per-
formance (Wang, 2008). As firms obtain more 
information regarding markets through accumu-
lated experience, they become more committed 
to finding out more about these markets, thereby 
improving their activities in terms of product and 
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service quality (Ogbuehi and Longfellow, 1994). 
Commitment to learning also enables small firms 
to target markets with improved products and 
services that enhance their performance (Zahra, 
Ireland and Hitt, 2000). Therefore, commitment 
to learning improves firm performance.

Hypothesis 1: Commitment to learning is posi-
tively related to performance of small firms – the 
mediating role of process and service collabora-
tive innovation: The literature acknowledges that 
innovation is no longer the responsibility of single 
firms but rather the responsibility of the supply 
chain (Tomlinson and Fai, 2013). Innovations in 
this context are shaped by demands from interna-
tional markets and are not unique to one firm, for 
example, the demand for straight, blemish-free and 
sweet carrots, sugar snap peas or baby maize that 
are not greatly consumed by the local community 
(Okello, Narrod and Roy, 2011). The absence of 
collaborative innovation in either processes or 
services means that products not bought by the 
exporter are either used as manure or fed to ani-
mals, leading to food waste (SNV, 2012). Firms 
that develop collaborative innovations are more 
likely to increase their sales growth by selling bet-
ter products and are able to attain higher mark-ups 
in export markets (Carr and Kaynak, 2007).

Service collaborative innovations are new 
developments in activities that are undertaken 
to deliver the core product and make it more 
attractive to consumers (Okello, Narrod and 
Roy, 2011). In this study, service collaborative 
innovation can include processes that extend the 
shelf-life of a product by improving the atmos-
phere and temperature of storage and the logistics 
for food production. To meet global customers’ 
requirements, small firms need to collaborate to 
ensure that they can meet importers’ specifica-
tions regarding texture, water content and time 
taken to prepare the product. Given that small 
exporting firms may not possess expertise regard-
ing nutrition values and the food quality require-
ments of export markets, collaborating with other 
supply chain members in the global market will 
enable them to bridge the knowledge gap. There 
is therefore need for small firms to learn from 
supply chain members to become aware of the 
specific customer requirements that need to be 
addressed (Jraisat, Gotsi and Bourlakis, 2013).

Process collaborative innovation involves supply 
chain members creating and improving any process 
or activity designed to produce specific output for 
a particular market in a new way. For the small 

firms in this study, process collaborative innova-
tion can include implementing or adopting new or 
improved ways of packaging, handling, cold chain 
transportation, storage and branding of fish, fruits 
and vegetables. For example, product packaging 
may include pre-packing mixed salads with dress-
ing and nutrition content for a given target market 
(Gómez and Ricketts, 2013). In the food supply 
chain such packaging can facilitate traceability of 
the product as it moves from the producer to the 
final customer (Kussaga et al., 2014).

Hypothesis 2a: Process and service collaborative 
innovations mediate the relationship between 
commitment to learning and firm performance.

Hypothesis 2b: Service collaborative innovations 
mediate the relationship between commitment to 
learning and firm performance.

10.3 methodology
Given their increased participation in international 
markets, small firms that export food products 
from Kenya and Uganda were chosen to test the 
hypotheses of this study. A sample of 700 firms 
in Kenya (350) and Uganda (350) was drawn 
from a list of 2 000 exporters of fish and food 
horticultural products. Short telephone interviews 
were used during the screening stage to locate and 
determine respondents’ eligibility and willingness 
to participate in the study before delivering the 
questionnaire. Fifty firms in Uganda and 20 in 
Kenya had incorrect address and could not be 
reached. A survey-based technique using the face-
to-face, verbal and in-home data collection method 
was used. This method was considered appropriate 
because of the limited access to communication 
services such as Internet, phones and postage 
facilities. The units of analysis were managers of 
small firms dealing in the exportation of fish and 
food horticultural products. Data were analysed 
using the SPSS 20 program.

measures
Four measures of commitment to learning were 
adapted from Baker and Sinkula (1999), and firm 
performance measures were adapted from Cavusgil 
and Zou (1994). The measures of process and 
service collaborative innovation are new to this 
study and were developed following the proce-
dure recommended by Churchill (1979). First, the 
conceptual domain of the construct was specified, 
then an in-depth interview was carried out with 
five exporters in the area of innovation and five 
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the results of the study indicate that once small 
firms commit to learning they will improve their 
performance. The results also hold strongly for 
the mediating effects of collaborative innovations 
in services (β = .017, p ≤ .005) and processes  
(β = .018, p ≤ .005) on the relationship between 
commitment to learning and firm performance.

The results suggest that although commitment 
to learning significantly affects firm performance, 
once a mediator is introduced, performance 
improves. This result is shown by the positive 
mediating effect of service or process collabora-
tive innovation on the relationship between 
commitment to learning and firm performance. 
This means that given the constraints of small 
exporters in Kenya and Uganda, better firm 
performance can accrue when firms engage in 
collaborative practices with their supply chain 
members. A further, stronger mediating effect of 
process collaborative innovation on firm perfor-
mance suggested by the study is the mutual desire 
for profitability along the supply chain.

10.5 ImplIcAtIons of the study
From the perspective of international marketing 
theory, the construct of collaborative innovation 
is a new theoretical contribution that has signifi-
cant explanatory power in global export markets. 
The results of this study make it clear that it is 
especially useful to construct theory within the 
developing country and small business contexts.

Small firms become connected to global supply 
chains through learning, as their new knowledge 
about the environment helps them to understand 
and anticipate changes in consumer tastes and 
preferences. The knowledge gained enables man-
agers to develop new processes and services in 
response to consumer demands. However, this 

managers of exporters of fish and food horticul-
tural products in Uganda. Based on the results of 
the interview and review of the literature, a pool of 
items was generated. These items were presented 
to experts before a draft questionnaire was devel-
oped for pre-testing to determine the face validity, 
clarity and relevance of the measures. The final 
questionnaire was revised deleting items that were 
identified as causing ambiguity. Measurement puri-
fication was undertaken using the confirmatory 
factor analysis program AMOS Version 20. Each 
item was restricted to load as specified previously 
and all factors were permitted to correlate with one 
another (Anderson, Gerbing and Hunter, 1987). 
Mediation (of hypotheses 2a to 2b) was tested 
following a procedure described by Hayes (2013) 
using the PROCESS macro for SPSS 20.

10.4  results And dIscussIon
A usable response of 533 out of 626 was achieved, 
representing a 85.2 percent response rate. This 
response rate is considered high compared with 
other export performance studies that have used 
similar methods (Ibeha, Brock and Zhou, 2004). 
Of the exported products, 30.1 percent were fish 
products and 69.3 percent horticulture products: 
65.4 percent were exported to European markets, 
17.4 percent within Africa, 14.0 percent to Asia 
and 3.2 percent to the rest of the world. On aver-
age, the sampling frame was worked on by two 
full-time staff members.

The results in Table 29 indicate that com-
mitment to learning significantly affects firms’ 
performance (β = .064, p ≤ .005) and explains 
16 percent of the variation. These results are in 
line with existing literature and confirm that 
commitment to learning positively affects firm 
performance (Baker and Sinkula, 1999). Thus, 

TABLE 29
results of the study

hypotesis r2 total 
effect

direct 
effect

Indirect 
effect β se Z BcI

Commitment to learning 
→ firm performance

.16** .064 .021 3.024 .022 to 
.105

Commitment to learning 
→ service

.25** .111** .094** .017** .017 .004 3.927 .009 to 
.027

collaborative innovation 
→ firm performance

Commitment to learning 
→ Process

.30** .125** .108** .018** .018 .007 2.654 003 to 
.033

collaborative innovation 
→ firm performance

**p<.005
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development requires small firms to cultivate 
strong relationships with supply chain members 
through resource complementarity.

The results of this study suggest that small 
firms with limited resources will find it more dif-
ficult to achieve superior performance individu-
ally. Therefore, policy-makers in government, 
regional and non-governmental organizations 
such as the East African Community, UNDP 
and FAO, and the private sector should work 
on creating conducive investment conditions for 
global retailers to partner small agrifood firms in 
Kenya and Uganda. Another main finding of the 
study is the significant effect of commitment to 
learning and small agrifood performance. Policy-
makers and the public sector should create strong 
institutions and provide an enabling environment 
for small agrifood firms, encouraging them not 
only to accumulate a stock of experience acquired 
through training but also to develop a forward-
looking strategy for and commitment to learning 
from such experience.

10.6 conclusIons, lImItAtIons And 
AreAs for further reseArch

This study explored the relationship between 
commitment to learning and firm performance 
through process and service collaborative inno-
vation. The study is based on the resource 
complementarity view of a firm to establish 
the mediating effects of process and service 
collaborative innovation on the relationship 
between commitment to learning and firm 
performance. The study suggests that small 
firms should endeavour to develop collabora-
tive innovation with supply chain members to 
achieve superior performance.

The major limitation of this study was the 
context of Kenya and Uganda. Thus, these find-
ings are limited to small firms from developing 
countries that export fish and horticultural prod-
ucts. Therefore, care should be taken in applying 
the findings to other empirical settings. Future 
studies may replicate these findings in sectors 
other than agriculture.
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Abstract
Despite the potential for developing agribusiness in 
Africa, the fragility of this sector discourages poten-
tial investors and even damages existing ventures. 
These unfavourable trends could be overturned 
through good policies, sustained public and private 
investments, public–private partnerships and the 
development of producer networks. Because of 
this potential, the authors of this paper believe that 
the Brazilian case could be a good example for 
Africa because organizational models such as local 
productive arrangements (LPAs) and geographical 
indications (GIs) are changing the competitiveness 
of agribusinesses. In this context, the general objec-
tive of the paper is to understand the importance 
of LPA governance for implementing a GI strategy 
in developing countries such as Brazil. As well as 
a literature review of LPAs, GIs and governance 
of private interest associations (PIA), case studies 
from Brazilian agribusinesses are presented along 
with research propositions on LPA governance 
and strategic management of GIs as learning points 
for African countries. The paper emphasizes the 
need for alignment and coordination of producers’ 
relationships to make it possible to implement good 
strategies such as GIs, which often do not material-
ize in practice because of not only the restrictive 
business environment, but also the inability of 
people to share, organize and disseminate decision-
making power in a transparent and fair way.

Keywords: local productive arrangement (LPA), 
geographical indication (GI), governance, strategy, 
decision-making process, Brazil

11.1 IntroductIon And 
methodologIcAl procedures

The African continent remains a mainly agricul-
tural resource base in which the rest of the world 
is gradually becoming more interested (Hollmann, 
McDermott and Naguib, 2013). A quarter of the 
world’s fertile land is in Africa, but the continent 
accounts for just 10 percent of global agricultural 
output. Africa also has substantial water resources, 
only 4 percent of which are used (European Com-
mission, 2013). In addition, there are significant 
opportunities for accelerating development of this 
continent by fostering the agriculture sector and its 
agrifood value chains. It is estimated that this sec-
tor could inject US$1 trillion in Africa’s regional 
economy by 2030 (compared with US$313 billion 
in 2010) (World Bank, 2013).

Despite the potential for developing agribusi-
ness, the fragility of this sector discourages poten-
tial investors, even damages existing ventures, and 
fosters food importation in the African region. 
According to the European Commission (2013, 
p. 7), challenges include: “Low productivity in 
farming and in the entire agrifood chain; High 
post-harvest losses, resulting in higher prices; 
Lack of market information and market access; 
Limited availability of, or access to, extension 
services, research, technology and expertise; Poor 
governance of land tenure systems; Unfavourable 
weather, pests and disease; Lack of financial safety 
nets such as agri-insurance; Insufficient financial 
resources, access to credit and productive assets 
for smallholders; Poor infrastructure for transport, 
storage, electricity and water supply; Weak politi-
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cal institutions and the lack of trusted regulatory 
frameworks in some countries.” 

These unfavourable trends could be overturned 
through good policies, sustained public and pri-
vate investments, and public–private partnerships 
backed by open, transparent procedures and 
processes along the value chain (World Bank, 
2013). Developing networks could also stimulate 
an inclusive business ecosystem in Africa, provid-
ing win–win situations for companies and people 
in the low-income segment and for governments 
(Kapfudzaruwa, 2013).

About 70 percent of African farmers work in 
small-scale agriculture. Creating forms of pro-
ducer and processor organizations could provide 
linkages between smallholders and other actors in 
the value chain, which is the key to giving small-
holder farmers access to the benefits of increased 
agri-investment as better access to markets ampli-
fies smallholders’ bargaining power and provides 
security of supply for business investors (Euro-
pean Commission, 2013). 

The Brazilian case could therefore be a good 
example for Africa because organizational models 
based on association, complementarity, sharing and 
mutual collaboration are gaining increased promi-
nence in the Brazilian agribusiness and agriculture 
sector. Because of their links to the concept of com-
petitiveness, the organizational forms of clusters 
or local productive arrangements (LPAs) and geo-
graphical indications (GIs) are becoming the object 
of public policies in Brazil, and – above all – a space 
for smallholders’ collective actions (Cassiolato and 
Szapiro, 2003; Fuini, 2006; Vicari, 2009).

The LPA is a widespread concept in Brazil; the 
term is used synonymously with cluster. The ability 
to work together (social capital) is crucial to under-
taking collective action and is of great importance 
in structures such as LPAs (Amorim, Moreira and 
Ipiranga, 2004; Erber, 2008). For Santos, Diniz and 
Barbosa (2004), the differential of an LPA is also its 
location, which offers farmers and their products an 
important differentiating factor. Therefore, LPAs 
have sought to obtain GIs, which are recognized by 
national and international authorities, and treated as 
collective brands and a form of product certification 
(Caldas, Cerqueira and Perin, 2005; Valente, Perez 
and Fernandes, 2013). 

Basically, an LPA is a way of organizing the 
local productive process, whereas GIs are a way 
of adding value to products, mainly agricultural, 
based on the certification of origin and quality 
(Caldas, Cerqueira and Perin, 2005). This article 
treats LPAs and GIs as complementary, because 

both concepts seek competitiveness and sustain-
ability from geographical regions.

However, obtaining the advantages and dif-
ferentials of both organizational arrangements 
depends on coordinating the capacity of smallhold-
ers for standardizing production through criteria 
for quality, joint commercialization processes, and 
– especially – communications with markets, dis-
seminating information through collective brands 
and certifications (Caldas, Cerqueira and Perin, 
2005). That is, the coordination and alignment of 
interests among parties become crucial to ensuring 
good governance of an LPA and proper use of the 
market benefits of a GI (Amorim, Moreira and 
Ipiranga, 2004).

Based on these findings, this paper explores 
two related research questions: i) why is good 
governance of an LPA fundamental to the imple-
mentation of a collective strategy (and brand)? and 
ii) how could the local governing body of an LPA 
represent, promote and control the origin (GI), 
producers and products in a geographical region? 
These questions drive the general objective of the 
paper, which is to understand the importance of 
LPA governance for implementing a GI strategy 
in developing countries such as Brazil.

To answer these questions and reach the objec-
tive, this paper presents a literature review of LPAs, 
GIs and governance of private interest associations 
(PIAs) as the theoretical basis for field research. 
Case studies of coffee and fruit LPAs from Brazilian 
agribusiness are presented and research propositions 
made as part of the cyclical review of the theory and 
data. These propositions on LPA governance and 
the strategic management of GIs are presented as 
learning points for African agribusiness.

11.2 lIterAture revIew
the agriculture sector and agribusiness in Africa
In most African countries, the agriculture sector 
plays an important role, averaging 24 percent of 
GDP (World Bank, 2013). The sector accounts for 
65 percent of total employment and 64 percent of 
the population lives in rural communities (Euro-
pean Commission, 2013). 

However Africa’s food import bill is worth 
US$35 billion (excluding fish) every year (Africa 
Progress Panel, 2014). Economic growth has been 
strong, but absolute poverty is still increasing in 
Africa. In the 1990s, an estimated 295 million peo-
ple in sub-Saharan Africa were living in extreme 
poverty on less than US$1.25/day, while in 2005 
this number reached 388 million (Wiggins and 
Roepstorff, 2011). 



Chapter 11 – Governance and strategy of local productive arrangements and geographical indications [...] 173

TABLE 30
major challenges to the development of agribusiness in Africa

Factor challenges

Regulatory environment  � Weak political institutions and the lack of trusted regulatory frameworks

 � Low levels of stability in institutions 

 � Unclear regulatory and policy environments

 � Poor governance of land tenure systems

Infrastructure  � Lack of infrastructure 

 � Poor infrastructure for transport, storage, electricity and water supply

Access to resources and capital  � Lack of financial safety nets such as agri-insurance

 � Insufficient financial resources, access to credit and productive assets for smallholders

 � Insufficient access to financial, human and other productive resources

 � High levels of illiteracy and lack of knowledge and skills

 � High politicization of the input market and high costs of seeds, fertilizers and land, 
making access to inputs difficult

Innovation  � Limited availability of or access to extension services, research, technology and expertise

Weather  � Unfavourable weather, pests and diseases.

Markets and chains  � Lack of market information and market access 

 � Low productivity in farming and in the entire agrifood chain, and high post-harvest losses, 
resulting in higher prices

 � The lack of reliability of small-scale farmers to comply with contracts, the lack in quality 
and quantity of their production, and the lack of continuity in smallholders’ delivery

 � Agricultural value chains with dualistic structures, serving informal and formal sectors

Sources: elaborated by the authors from Gálvez-Nogales, 2010; Roepstorff, Wiggins and Hawkins, 2011; European Commission, 2013;  
Kapfudzaruwa, 2013; Hollmann, McDermott and Naguib, 2013; World Bank, 2013.

TABLE 31
Agenda for the development of agribusiness in Africa

strategy Benefits

Supply of global 
agricultural value chains 

 � Comply with international standards; stimulate upgrading, technology transfer and 
public–private cooperation.

 � Provide access to the benefits of increased agri-investment such as better access to markets

 � Stimulate an inclusive business ecosystem providing win–win situations for companies and 
people in the low-income segment and for governments

Development of regional  
and local value chains through 
cluster organization

 � Foster stronger regional cooperation among actors

 � Develop models for smallholders’ finance 

 � Facilitate public–private sector dialogue for overcoming infrastructure, energy  
and other constraints 

 � Upgrade technology, innovation capacity and human capability

 � Increase agricultural productivity and efficient processing

 � Support rural development, encouraging economic efficiency and social welfare

Horizontal coordination 
through professional 
associations, cooperatives,  
or joint ventures

 � Amplify smallholders’ bargaining power for sales of products or bulk purchases of inputs 
or services, and provide security of supply to business investors

 � Develop distribution channels for products and services

 � Create regional or local brands to add value to traditional African products

 � Examples of African cooperatives and associations are coffee producers in Ethiopia and 
Rwanda, cocoa farmers in Ghana, tea producers in the United Republic of Tanzania and 
South Africa, dairy, fish and other food marketing businesses in Kenya, Senegal and Egypt, 
and rural savings institutions in Uganda and Rwanda

Sources: elaborated by the authors from Gálvez-Nogales, 2010; Roepstorff, Wiggins and Hawkins, 2011; European Commission, 2013; 
Kapfudzaruwa, 2013; Hollmann, McDermott and Naguib, 2013; World Bank, 2013; Ponte, 2011; Kormawa and Roepstorff, 2011; Kormawa 
and Devlin, 2011; Lisk, 2011; Wohlmuth, 2011.
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the organization; the interaction of the organiza-
tion with its environment; coordination of the 
economic activities of actors in achieving common 
goals; intra- and inter-firm cooperation; strate-
gic alliances and formal and informal contracts; 
the interdependence of firms and complementa-
rity of resources and capabilities; and shared goals 
(Hatch, 1997; Dyer and Singh, 1998; Jarillo, 1988; 
Miles and Snow, 1992; Brown and Butler, 1995; 
Jones, Hesterly and Borgatti, 1997).

The formation of the network also enables 
member organizations to gain or sustain competi-
tive advantages vis-à-vis competitors through the 
reduction of costs or the gains from differentiation 
(Jarillo, 1988; Kushima and Bulgacov, 2006). This is 
because participation in inter-firm networks and the 
development of relationships of cooperation tends 
to generate benefits that include collective learn-
ing, bargaining power in procurement, productive 
specialization, economies of scale, access to new 
technologies, innovation in products and processes, 
and access to new markets and marketing channels 
(Amato Neto, 2000; Souza and Bacic, 2002).

However, care must be taken with transaction 
costs related to coordination and cooperation 
among actors in the network (Miles and Snow, 
1992; Williamson, 1985), because opportunism, 
or the possibility of opportunistic behaviour, can 
ruin trust, which is fundamental to the creation 
and preservation of inter-organizational networks 
(Williamson, 1985; Jarillo, 1988; Paiva Jr. and 
Barbosa, 2001).

As the actors have limited rationality (Lopes 
and Baldi, 2005; Williamson, 1985), trust is both 
a result and a means of cooperative interaction. 
Reputation is a credential of utmost importance 
for entry into future relationships (Teixeira and 
Teixeira, 2011); however, it is the repetition of the 
relationships between firms that causes the level 
of trust to increase (Ring and van de Vem, 1992; 
Gulati, 1995), reducing transaction costs and act-
ing as an alternative control mechanism. 

It is valuable to present the four types of 
network defined by Balestrin and Vargas (2003): 
i) vertical, with hierarchical coordination; ii) 
horizontal, with cooperation among competing 
companies; iii) formal, with contracts between 
companies; and iv) informal, with relationships of 
trust rather than contractual agreements. In the 
following subsection, it is seen that the reality of a 
specific type of network – called clusters or LPAs 
– is similar to what was described as characteristic 
of horizontal and informal networks. 

Despite the potential for developing agribusi-
ness, there are many challenges identified by many 
authors (Gálvez-Nogales, 2010; Roepstorff, Wig-
gins and Hawkins, 2011; European Commission, 
2013; Kapfudzaruwa, 2013; Hollmann, McDer-
mott and Naguib, 2013; World Bank, 2013). Some 
of these challenges are presented in Table 30.

The authors mentioned previously and others 
(Ponte, 2011; Kormawa and Roepstorff, 2011; 
Kormawa and Devlin, 2011; Lisk, 2011; Wohl-
muth, 2011) also present possible solutions for 
dealing with problems and making agribusiness 
in Africa more competitive. Table 31 synthesizes 
some of these strategies.

Efforts to promote agro-industrial develop-
ment in Africa have been fostered by programmes 
that seek to build local networks in a territory, 
to raise the competitiveness of a sector through 
increased coordination among economic actors 
(firms and central and local authorities) and 
knowledge institutions such as food technopoles, 
food clusters and other territorial approaches 
(Gálvez-Nogales, 2010).

Alidou et  al. (2010) share some experiences 
of how the Strategic Alliance for Agricultural 
Development in Africa could help the develop-
ment of local entrepreneurship and the formation 
of agribusiness clusters to increase value chains’ 
competitiveness. Among other results, producer 
organizations supported by the programme became 
more efficient and could represent and serve their 
members. Agri-cluster actors’ knowledge of agri-
cultural inputs, new technologies for production 
and soil management also strongly increased. 

Because of these results, the authors of this paper 
believe that farmer clusters, led and coordinated by 
cooperatives and associations, could be an interest-
ing strategy for the development of agribusiness 
value chains in Africa. If farmers are organized, 
well-trained and market-oriented, they will be 
ready to provide food, energy and fibre for the food 
industry and retail chains in the quantities, qualities 
and times demanded. To this end, the governance of 
inter-organizational networks and public–private 
and/or private–private partnerships is essential and 
is the focus of the following subsections.

lpAs or clusters as inter-organizational 
networks
In discussions on clusters or LPAs, the concept 
of a network is a key element in the formation 
of these inter-organizational arrangements. The 
network approach brings various, related topics 
into play, including the physical boundaries of 
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definition of an lpA and related concepts
In recent decades, several authors have used 
many different, correlated terms and appella-
tions: industrial districts, clusters, agglomera-
tions, local economic systems, industrial parks, 
networks of cooperation, local productive sys-
tems, local and innovative productive systems, 
and LPAs (Vicari, 2009).

In this context, a more prominent form of 
network configuration in the Brazilian literature 
is the LPA, which can be defined as a territorial 
agglomeration of economic, political and social 
actors who are focused on a specific set of eco-
nomic activities and maintain tangible and/or 
intangible links among themselves, even if incipi-
ent (Lastres and Cassiolato, 2003a; 20003b; 2005; 
Santos, Diniz and Barbosa, 2004). Therefore, in 
the LPA concept, the importance of the territory 
is clear, not only as a division of geographical 
space, but also and mainly as a network of social 
relationships, with trust providing the connecting 
links (Caldas, Cerqueira and Perin, 2005; Villela 
and Pinto, 2009).

Oliveira and Bruni (2009) argue that clusters 
and LPAs are concepts used with little differentia-
tion between them, and are often interchangeable. 
Porter (1999), who coined the term “cluster”, 
also emphasizes that there is a combination of 
cooperation and competition in clusters. Amato 
Neto (2000) reiterates the need for concentration 
of both sectoral and geographical aspects for the 
existence of a cluster. Rosa (2004) states that the 
mere agglomeration of firms is no guarantee of 
the existence of cooperation among them, and 
emphasizes that cooperation is the basis for the 
existence of a cluster. 

However, some authors try to differentiate 
between the concepts of cluster and LPA. For 
these authors, studies of LPAs are limited to the 
relationships among small and medium enterprises 
(SMEs), while works on clusters highlight leader-
ship of the group by large companies or so-called 
“anchors” (Sampaio et al., 2008; Amorim, Moreira 
and Ipiranga, 2004).

For the purposes of this study, however, the 
term “cluster” is regarded as similar to LPA. The 
focus of the analysis is not on an individual com-
pany, but on the relationships among firms, and 
between firms and other institutions of support, 
concentrated in a particular geographical space. 

Hierarchical issues also influence the form of 
cooperation. In more homogeneous LPAs – i.e. 
essentially those composed of similar firms – joint 
action among agents is encouraged and facilitated 

through division of earnings. However, in arrange-
ments marked by strong hierarchy, leaders tend to 
impose their decisions and routines on the other 
participants of the arrangement, obtaining most 
of the benefits and creating a situation of strategic 
imprisonment (lock-in) (Erber, 2008).

The subject of LPAs is of great interest to public 
policy-makers and private organizations because 
of the external economies generated – such as 
development of specialized labour and suppliers 
of raw materials, components and services – and 
the external factors obtained, such as generation 
of indirect jobs, tax revenue, GDP growth, posi-
tive trade balance and technological innovation 
(Cassiolato and Szapiro, 2003; Suzigan et al., 2004; 
Santos, Diniz and Barbosa, 2004; Lastres and Cas-
siolato, 2005; Erber, 2008; Vicari, 2009).

Porter (1999) highlights the role of the gov-
ernment in the performance of a cluster. In his 
assessment, it is the government’s role to provide 
educational training of the workforce, appropriate 
physical infrastructure and updated and accurate 
economic information, in addition to establishing 
rules, standards and conducts – these being the 
fundamental basis for the development of a cluster. 

However, especially in developing countries, 
where government presence is minimal, it is 
known that collective action among actors is the 
key to success for the survival and competitiveness 
of an LPA. Collective actions include purchase of 
raw materials, promotion of managerial training 
and professional education courses, creation of 
export consortia, establishment of technological 
centres for collective use and credit unions, among 
others (Lins, 2000; Suzigan et al., 2004; Cezarino 
and Campomar, 2006; Suzigan, Garcia and Fur-
tado, 2007).

Finally, for collective action, an LPA should 
seek agreement among local actors, to organize 
their demands in a single development plan that 
includes consolidated actions and avoids the waste 
of scarce resources (Caldas, Cerqueira and Perin, 
2005). To achieve this end, development agencies 
such as the Serviço Brasileiro de Apoio às Micro e 
Pequenas Empresas (Brazilian Service for Support 
of Micro and Small Companies) (SEBRAE)39 

39 SEBRAE is a private, non-profit organization created 
in 1972 to promote partnerships between the public 
and private sectors, with the goal of developing train-
ing programmes and faciliating associations, territorial 
development and access to markets. SEBRAE works to 
increase the competitiveness of Brazilian companies in 
agribusiness, industry, trade and services.
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should support the elaboration, implementation 
and control of strategies in LPAs by strengthening 
the local governing body. 

governance of lpAs
The term “governance” has been used by different 
authors and in theoretical approaches, as reflected 
in the different definitions and understandings of 
the term. Governance can be understood as the 
necessary structure for the coordination of rela-
tionships (and transactions) among organizations 
(Williamson, 1985); an alignment of goals, strate-
gies and values for more effective cooperation 
among the members of a network (Jones, Hesterly 
and Borgatti, 1997); synonymous with control and 
relationship practices among an entity’s board of 
directors, executive officers and others involved in 
the decision-making process (Duca, 1996; Malen-
fant, 1999; Cornforth, 2003); and shared power 
or managed collective action, in the case of coop-
erative, democratic and associative organizations 
(Rodrigues and Malo, 2006).

Specifically with regard to non-profit organi-
zations, to create governance structures means 
defining a dynamic of incentives for the par-
ticipation and involvement of the social actors of 
an organization in the strategic decision-making 
process and encouraging decentralized structures 
(Guimaraes and Martin, 2001; Rodrigues and 
Malo, 2006).

As described, an LPA involves public or private, 
economic, political or social actors. Their rela-
tionships need to be coordinated, organized and 
sometimes controlled. Governance of an LPA can 
be understood as the structures and modes of coor-
dination of actors’ participation in decision-mak-
ing processes, decentralizing and sharing power, 
accommodating interests that sometimes conflict, 
and ensuring the achievement of collective actions 
(Amorim, Moreira and Ipiranga, 2004; Lastres and 
Cassiolato, 2005; Villela and Pinto, 2009; Teixeira 
and Teixeira, 2011; Pires et al., 2011). 

In the context of LPAs, some authors seek to 
differentiate private from public governance. In 
this process, a continuum in the governance of 
LPAs can be created, which presents the following 
types, as explained by Colletis, Gilly and Pecqueur 
(1999), Humphrey and Schmitz (2000); Suzigan, 
Garcia and Furtado, (2007) and Fuini (2013): 

 � Purely private governance: A leading compa-
ny coordinates other private actors, arranged 
throughout a productive system.

 � Private-collective governance: One entity 
unites private actors for the coordination of 

collective actions. This is the role of private 
interest associations and development agencies.

 � Public governance: Government agencies 
create and maintain collective structures for 
the development of local producers, such 
as centres for training the workforce and 
providing technological services.

 � Joint governance: Private interest associa-
tions and government agencies cooperate in 
the provision of collective goods and services. 
Leadership usually stays with the association, 
with the government agency being an inter-
mediary in the process.

In Brazilian LPAs, mixed forms of governance are 
the most common. Development agencies such as 
SEBRAE make the State the intermediary agent 
in governance of the LPA. However, the aim 
of government participation must always be to 
transform joint into private-collective governance, 
strengthening the private interest association so 
that it becomes a protagonist in the development 
process (Fuini, 2013).

The development of governance can be facili-
tated by the creation of an organizational body 
that represents a community environment favour-
able to the development of the LPA. This body 
explores the potential of social capital, promotes 
the exchange of knowledge and experiences, forms 
networks of mutual aid, encourages the par-
ticipation of actors in political decisions, attracts 
external partners, and organizes resources and 
projects (Amorim, Moreira and Ipiranga, 2004; 
Fuini, 2013). 

The body therefore assumes the main role in 
governance of the LPA, and has the characteristics 
of a PIA, which can also seek the differentials of 
GIs as a marketing strategy. 

gIs as an lpA strategy
An example of collective action that can guide 
the strategy of an LPA is the search for a GI. The 
term “GI” can be conceptualized as the identifi-
cation of a product or service based on its origin 
in a specific locality, region or country, which 
guarantees a certain reputation, characteristics 
and/or differentiated quality. A GI is therefore 
a guarantee of the origin of the product and/or 
its regional qualities and characteristics (Valente, 
Perez and Fernandes, 2013).

There are two types of GI: indication of source 
(IS); and appellation or designation of origin (DO). 
An IS adds value to the product or service primar-
ily by ensuring its geographical origin, independ-
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ent of other characteristics. A DO is a guarantee 
that the differentiated qualities or characteristics 
of the product or service are due exclusively or 
essentially to the geographical environment (Cal-
das, Cerqueira and Perin, 2005; Neto, Teixeira and 
Merino, 2009; INPI and SEBRAE, 2011).

Therefore, in the case of a DO, it can be proved 
that natural factors such as climate, soil, vegeta-
tion, topography and hydrography, and human 
factors such as local expertise, tradition, use of 
certain varieties of raw materials and quirks in the 
production mode of the geographical environment 
imbue the local product with a unique, identifiable 
and measurable quality (Schimidt, 2010; Valente, 
Perez and Fernandes, 2013).

Many authors list the advantages of using GIs 
(Chaddad, 1996; Lages, Lagares and Braga, 2005; 
Glass and Castro, 2009; Giordano, 2009; Schimidt, 
2010). These advantages include the following:

1. The GI improves the image of the region, 
products and producer organizations, sur-
passing any non-tariff barriers established 
in international trade, and facilitating the 
purchase decisions of consumers. 

2. The GI creates a differentiating factor for a 
product or service from a specific locality in 
markets. 

3. The GI fits a product or service into a mar-
ket niche that demands increasing informa-
tion on the quality, production characteris-
tics and origins of handicraft, biological and 
organic products.

4. The GI allows control and improvement of 
the product’s quality through the process of 
certification.

5. The GI gives the locality, producers, product 
or service a valuable asset – a brand.

There are two variations of a GI as a brand: i) a 
collective brand that identifies the products or ser-
vices that originate from a particular geographical 
region; and ii) a brand of certification, by attest-
ing to the conformity of the product or service 
to certain standards or technical specifications, 
especially regarding quality, production methods 
and materials (Neto, Teixeira and Merino, 2009).

The GI is also a specific type of collective 
brand, called a “territorial brand” (Kotler and 
Haider, 1994; Anholt, 1998; Kotler and Gertner, 
2002). Moreira (2010) notes that the territorial 
brand is a type of corporate (“mother”) brand 
that includes products and services with their own 
individual brands. That is, the territorial brand 
ensures a standard of quality for products or 

services from a particular region, while preserving 
their individual brands.

The territorial brand therefore involves a strat-
egy of co-branding. Co-branding can be under-
stood as the result of applying two brands to a 
single product. Some authors define it as a strate-
gic alliance between two brands in the pursuit of 
shared interests, while others define it as a large 
case of brand extension, as it involves two or more 
brands (Hadjicharalambous, 2013). 

In Brazil, policies on this branding emerged to 
meet external demand, predominantly resulting 
from international agreements rather than a need 
or pressure from farmers (Mafra, 2008). However, 
currently there are many initiatives of Brazilian 
farmers in search of recognition and registration of 
GIs for their productive regions (INPI, 2014). GIs 
are regulated by Brazilian Law No. 9279/96, which 
gives the Instituto Nacional da Propriedade Indus-
trial (National Institute of Industrial Property) 
(INPI) the legal authority to register GIs (Caldas, 
Cerqueira and Perin, 2005; Neto, Teixeira and 
Merino, 2009; Valente, Perez and Fernandes, 2013).

The recognition and registration of GIs by INPI 
require certain steps and procedures: drafting of 
regulations (standards) for using the geographical 
name; definition of the geographical area; proof of 
the reputation of the region (in the case of IS); and/
or proof that the quality of the product or service is 
due to the geographical environment (in the case of 
DOs) (Valente, Perez and Fernandes, 2013).

In the Brazilian case, the orientation of govern-
ment agencies, the active participation of research 
and educational institutions, and the technical and 
financial support of funding organizations such 
as SEBRAE were of fundamental importance in 
obtaining registration in the shortest possible time 
and cost (Valente, Perez and Fernandes, 2013). 
However, a local governing body representing 
all the local social actors in the region has to be 
responsible for coordinating the GI process. More 
broadly, the body and its regulatory board have 
the tasks of (Valente, Perez and Fernandes, 2013):

1. representing the GI institutionally;
2. coordinating, guiding and supervising the 

production, development, marketing and 
distribution of products that use the brand 
of the GI;

3. issuing and managing certifications of origin;
4. expediting seals of quality and bar codes;
5. developing and implementing the communi-

cation plan of the GI; 
6. monitoring national and international mar-

kets, preventing and prosecuting forgeries.
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The decision-making processes of these local 
governing bodies (and their boards) are therefore 
critical success factors in the implementation of a 
GI strategy in an LPA.

decision-making in lpAs and gIs  
and the role of pIAs
The local governing body of an LPA and a GI has 
the characteristics of a PIA. This type of associa-
tion can be seen as an agglomeration of common 
interests that seeks to create and defend mar-
gins for its members/associates (Machado Filho, 
Mizumoto and Zylbersztajn, 2006). The members 
of a PIA can be divided into strategic groups, 
according to the following variables (Nassar and 
Zylbersztajn, 2004):

 � size of members: small or large;
 � uniformity of members: homogeneous or 
heterogeneous;

 � economic sector: horizontal (only members 
of the same sector) or vertical (members 
distributed along the value chain).

The collective benefits offered to members (in 
exchange for monthly fees or charges according 
to use) can be divided to lobby for public policies 
of interest, provision of market intelligence ser-
vices, R&D activities, personnel training and skills 
building, events organization, and product pro-
motion (Nassar and Zylbersztajn, 2004; Machado 
Filho, Mizumoto and Zylbersztajn, 2006; Neves, 
Zylbersztajn and Neves, 2005; Conejero, 2011). 

In order to provide many of these services, 
the PIA needs alliances and strategic partnerships 
with public and private organizations, mainly in 
the technical field, such as universities, research 
institutes, professional training and technical assis-
tance centres, and testing, exam and certification 
institutions (Conejero, 2011).

However, the provision of collective goods in 
the form of political actions or services for mem-
bers does not occur without costs. In this context, 
the contribution mechanism is one of the most 
important aspects of an association, as it provides 
the financial sustainability necessary for the entity 
to pursue its vision and organizational objectives 
(Conejero, 2011).

The contributions collected from members may 
be: i) fixed and equal for all members; or ii) propor-
tionate to the size of the member. At the same time, 
the decision-making process in the assembly and 
governing board may be: i) by one member, one 
vote; or ii) by vote weighted by size of the member 
(Nassar and Zylbersztajn, 2004; Conejero, 2011).

Neves, Gomes and Trombin (2011) state that 
in addition to the contributions from contribut-
ing members, the PIA can finance the projects 
developed using a variety of private and public 
resources. Other sources of funds are:

 � revenue from services rendered, sales of pub-
lications, and equity income;

 � revenue from contracts, agreements and 
terms of partnership with individuals and 
legal entities, under public or private law;

 � financial (dividends) and other income from 
revenue from any seminars, events, courses 
and certifications;

 � donations and endowments, bequests, lega-
cies, grants and any aid granted by individu-
als or legal entities.

In this context, the stability and continuity of a 
PIA depend on maintaining alignment between 
the forms of contribution and the governance 
(decision-making processes) and organizational 
(execution of actions) structures. The decision-
making bodies generally comprise an assembly 
of members, a governing board and executive 
management, and executive committees made up 
of employees hired by the entity (Nassar and 
Zylbersztajn, 2004; Rodrigues and Malo, 2006; 
Conejero, 2011).

Associations that represent large and heteroge-
neous groups require professional management, 
which, in turn, needs to be governed by incentive 
and control mechanisms to maintain alignment 
between the private interests of managers and 
those of PIA members (Conejero, 2011; Rodri-
gues and Malo, 2006). 

In the case of a company, the control mecha-
nisms can be external (in the form of capital and 
product markets, and/or the political-legal and 
regulatory system) or internal (control exercised 
by the governing or administrative board). In the 
case of an association, the board gains importance 
because of the fragility of external forms of moni-
toring the activities of the organization (Machado 
Filho, Mizumoto and Zylbersztajn, 2006).

The role of the board of an association as a tool 
for control is, in theory, less effective than that of 
the board of a profit organization. This is because: 
i) the composition of the board rarely takes into 
account the technical expertise and representation 
of its members; ii) participation and commitment 
is limited, except in times of crisis; and iii) it is 
difficult to evaluate the performance of executive 
and managerial staff (Machado Filho, Mizumoto 
and Zylbersztajn, 2006). 
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In this case, the problem of agency is linked 
to the difficulty the member (principal) faces in 
certifying that the resources it contributes (both 
financial and non-financial) are not expropriated 
or used in ineffective actions by the managers 
(agents). Another problem arises from the het-
erogeneity in the composition of the associa-
tion. In this respect, misalignment problems can 
occur among the members themselves, if they 
have diverse interests (Arrow, 1964; Shleifer and 
Vishny, 1997; Machado Filho, Mizumoto and 
Zylbersztajn, 2006).

Malo (2001) offers some fundamental steps 
for the development of governance structures in 
associations: 

 � Establish a set of principles that will guide the 
strategic decision-making process, namely, the 
vision, mission and pillars   of the organization.

 � Design a framework for decision-making bod-
ies, i.e. fora for discussion, communication and 
exchange among actors, distributed throughout 
the governance and management structures.

 � Develop skills for dealing with fora that bring 
together the dual forces of cooperation and 
competition. It is necessary to distinguish 
collective action from individual interests, 
especially when defining marketing strategies. 

Applying these steps in the context of an LPA, 
the local governing body must have at least three 
fora or decision-making entities: i) a governing 
board, which brings together contributing mem-
bers, is elected by a general assembly and has 
the deliberative role of deciding which collective 
actions will be prioritized; ii) several committees 
and working groups, which combine participa-
tion of members with the work of hired managers 
responsible for implementing the strategic pro-
jects of the organization; and iii) advisory coun-
cils composed of representatives from leading 
institutions such as universities, research insti-
tutes, associations, cooperatives and development 
agencies (Amorim, Moreira and Ipiranga, 2004; 
Marino, 2005; Conejero, 2011).

The decision-making process must be demo-
cratic and transparent enough to avoid the mistrust 
of members. It is a very common perception that: 
i) not all members of the association are equal, 
and the degree of influence that each exerts is 
proportional to its economic power; and ii) most 
members are invited only to “endorse” or “legiti-
mize” actions and strategies already defined by a 
small group. Care must also be taken with regard 
to interference from government institutions in 

the decision-making process of the governing 
body of the LPA, which can be harmful to the 
attitudes and proactivity of the group (Villela and 
Pinto, 2009).

11.3 cAse studIes
Because of space limitations, this section presents 
a joint analysis of both of the cases studied. These 
cases were useful for triangulation of the literature 
review and, as a consequence, generated the fol-
lowing theoretical propositions.

Jaíba region lpA
Jaíba Region is a Brazilian LPA recognized for its 
irrigated fruits such as prata bananas, tahiti lem-
ons, palmer mangoes and formosa papayas. The 
region encompasses the municipalities of Jaíba, 
Matias Cardoso, Verdelândia, Janaúba, Porteir-
inha, Nova Porteirinha and Itacarambi, all located 
in the northern region of the Brazilian State of 
Minas Gerais.

This region is characterized by a semi-arid 
climate that limits the development of rainfed 
agriculture, and soils with good physical and 
chemical characteristics, which, when combined 
with irrigation, can be very productive. As the 
region is crossed by the São Francisco River, since 
the 1960s, the Federal Government and the state 
government of Minas Gerais have invested in 
irrigation infrastructure capable of sustaining a 
potential agricultural area of 80 000 ha.

The Jaíba Region LPA involves approximately 
1 000 producers cultivating a total area of more 
than 10 000 ha. Recently, processing plants and 
fruit packing houses were aggregated into the clus-
ter. In addition to different levels of government, 
development agencies and multilateral organisms 
have traditionally been included in the LPA, 
such as the Japanese International Cooperation 
Agency, the Inter-American Development Bank 
and SEBRAE.

In the domestic market, fruits from the LPA 
are directed to marketing and distribution cen-
tres in the main cities of Brazil. The region also 
exports part of its mango and lemon production 
to Europe.

The region is in the process of registering its 
GI – or rather its IS – with INPI, and so can-
not yet reap the market benefits of a territorial 
brand. When this registration process is complete, 
producers intend to “sell” the following character-
istics of the region:

 � Flavour quality/potential: The combination 
of the region’s environment, temperature, 
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sunlight, low rainfall, significant heat, relative 
humidity and fertile soil ensures fruit with 
more sugar, which is therefore tastier. 

 � Healthfulness: Soil and climatic conditions in 
the region hinder the development of pests 
and diseases, resulting in low application of 
agricultural chemicals on crops. 

 � Versatility: Irrigation allows the control and 
adjustment of production according to “mar-
ket windows”, permitting producers to meet 
existing or likely demands. 

 � Sustainability: In addition to the low use 
of agrochemicals and the controlled use of 
water for irrigation, the region has demarcat-
ed environmental and biological reserves, and 
irrigated agriculture propels the economy 
and regional development. 

cerrado mineiro region lpA
Cerrado Mineiro Region is a Brazilian LPA 
recognized for the production of differenti-
ated coffees. It is situated between the Triângulo 
Mineiro and Alta Paranaíba in the northwest of 
Minas Gerais State.

This region has flat topography, an appropriate 
altitude and dry weather at harvest time, which 
ensure the ideal conditions for the mechanized 
cultivation of high-quality coffee. Moreover, pro-
ducers in the region have achieved high productiv-
ity gains through the use of irrigation technology 
and fertilization of the poorest soils. Producers 
also try to keep costs under control, with profes-
sional management and large economies of scale.

The LPA in Cerrado Mineiro Region involves 
approximately 3 500 growers, organized into nine 
cooperatives, seven associations, an R&D founda-
tion and a federation. SEBRAE, the Federation 
of Agriculture and Livestock of Minas Gerais 
(FAEMG) and the Union and Organization of Coo-
peratives of the State of Minas Gerais (OCEMG) 
are also very important actors in fostering the LPA.

The total annual production in the area 
demarcated by the GI is 5 million sacks of 
coffee (60 kg each), 60 percent of which score 
more than 75 points in the Specialty Coffee 
Association of America methodology, ensuring 
a high-quality beverage. Most production is for 
export as green coffee.

The Cerrado Mineiro Region was demarcated 
in 2013, with a DO issued by INPI based on 
the following natural, local, human and cultural 
resources:

 � The soil and climatic conditions ensure 
unique sensory attributes of the coffees 

produced, and are considered suitable for 
espresso coffee.

 � The geographical location allows the produc-
tion of high-quality coffee, with competitive 
production costs.

 � The pioneering and entrepreneurial efforts 
of local producers have turned coffee into a 
new business opportunity, and created a new 
production area.

 � The culture of associations and cooperatives 
among farmers in this region created market-
ing structures with strong bargaining power 
in the market.

local governing body: business model  
and financing structure
In Jaíba Region, the Central Association of Fruit 
Farmers in North Minas (ABANORTE) assumes 
the role of local governing body (LGB) of the LPA; 
in Cerrado Mineiro Region, this role is played 
by the Federation of Coffee Growers of Cer-
rado (FEDERACAO). In both cases, the associated 
members can be divided into cooperatives, as the 
commercialization arm, and associations or rural 
unions, as the political-institutional arm (Figure 24).

Regarding finances, members pay a contribu-
tion fee (monthly) so that they can enjoy the 
services of the LGB. In the case of ABANORTE, 
members pay a fixed monthly amount, which is 
equal for all, independent of revenue size or num-
ber of associated producers. In the case of FED-
ERACAO, a value-added tax (VAT) serves as the 
contribution mechanism: when coffee is sold to 
the cooperatives of the system, and passes through 
their warehouses, a percentage of the coffee’s value 
goes to sustain the activities of the LGB.

Both LGBs also survive from revenues such as 
“pay per use”, in which payments are made for the 
use of certification (quality and origin) and market 
intelligence services, in addition to royalties for 
using the territorial brand and GI. The LGBs also 
receive public and private resources, available to 
farmers through the sponsorship of marketing 
and communication events for the brand and 
GI, training and professional education activities, 
market surveys and R&D activities. Table 32 sum-
marizes the financial structure of LGBs.

In both cases, it is clear that the role of the 
LGB is to represent, manage and promote the 
geographical region. This means that the LGB: 
i) represents the origin, producers and products 
of the region; ii) controls the origin and quality 
of products and use of the brand and GI; and 
iii) promotes the region, producers and products 
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through the brand and GI. Table 33 summarizes 
the LGBs’ business model. 

territorial brand and market positioning – 
marketing strategy
In general, the LGB aligns its strategies with the 
strategy of the territorial brand. In this way, work-
ing on strategic projects linked to the pillars of the 
business model, the LGB achieves the objectives 
of its mission and vision. 

The vision of ABANORTE is to “make Jaíba 
Region a new global benchmark in fruit growing”, 
while its institutional mission is to “demystify the 
potential of fruit and fruit growing of Jaíba Region 
for producers, governments, markets and people”, 
i.e. to sell the concept of a “fruit culture”. To 
achieve its mission and vision, ABANORTE has 
worked on the following strategic pillars:

 � Quality and consistency: To produce high-
quality fruits in a consistent manner that 
guarantees their supply. 

 � Health consciousness: To promote and pub-
licize the “natural healthiness” of the Jaíba 
Region’s fruits, from production to the end 
consumer.

 � Versatility and innovation: To meet existing 
demands, while understanding and creating 
new demand with end consumers, creating 
awareness of the image of the region and 
value for food retail.

 � Sustainability: To plan the sustainable devel-
opment of the region, and influence the 
viability of business and people through the 
“fruit culture”. 

FEDERACAO established the following vision: 
“to make the Cerrado Mineiro Region a reference 
point for the new world of coffee ‘attitude’, in 
terms of producers, the region and products”. 
The institutional mission is to “integrate, develop 
and connect people, influencing the transforma-
tion and evolution of coffee culture”. The stra-

figurE 24
Associated members of the local governing bodies

Local governing body

Cooperatives
(commercial)

Associations/unions
(political-institutional)

Source: authors’ elaboration.

TABLE 32
 lgB financing structure

type of revenue sources Jaíba region cerrado mineiro
region

% of total revenue in 2013

Recurring revenue  � Contributions from members (monthly) 10% 3%

Pay-per-use 
revenue

 � Fees for certification of quality and origin
 � Royalties for use of brand
 � Fees for access to the market intelligence database

42% 58%

Revenue from 
partnerships

 � Public and private resources for marketing/
communication events, personnel training/
education, market research activities, and R&D

38% 38%

Other  � Rental property, donations, investments, etc. 10% 1%
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tegic pillars for achieving the mission and vision 
are as follows:

 � Integrate: To engage, lead and integrate an 
innovative and entrepreneurial attitude in the 
region, focusing on the future of farmers and 
the region. 

 � Develop: To think big, create new ways of 
producing and doing business, create value 
for the region, and ensure the promotion of 
certification of origin.

 � Connect: To approach, build relationships and 
promote direct connections between the region 
and its producers and coffee roasters and lovers, 
capturing value for the region and recognizing 
and connecting talents and passions. 

In both cases, the success of the strategy depends 
directly on the engagement and commitment of 
producers in adapting their crops and products 
to the principles and criteria for certification of 
quality and origin. Moreover, because the certified 
products are intended for a specialty industry and/

or retail, and target consumers willing to pay for 
a differentiated and high-quality product, produc-
tion needs to be of sufficient volume to permit the 
dissemination of knowledge of the brand.

In general, producers who want to place the 
seal of origin and territorial brand on their prod-
ucts, in conjunction with the brands of their farms, 
must meet the following requirements:

1. The property must be located within the 
demarcated area of the GI.

2. The producer must be a member of one 
of the cooperatives, associations or rural 
unions linked to the LBG, and have its reg-
istration and member fees up-to-date.

3. The producers must sign a disclaimer con-
cerning the adoption of good agricultural 
practices, the rational use of agricultural 
inputs for the crop, the use of proper equip-
ment and ways of using it, and compliance 
with the labour conditions and other matters 
relating to current Brazilian environmental, 
social and labour legislation. The disclaimer 

TABLE 33
lgB business model

pillar of action Area of operation Activities

representation Political/ institutional

 � Registration of brand and GI with regulatory bodies
 � Protection and control of use of the brand and GI
 � Representation of producers and the region in various fora of institutional  

and political discussion
 � Attraction of public investment or special financing

control

Certification/ 
traceability

 � Financial, legal (labour) and environmental assistance for member producers
 � Technical assistance on best agricultural practices for member producers
 � Issue of certification of quality and origin

Training/education
 � Technical, socio-environmental and management courses and training  

(best agricultural practices) through institutional partners
 � Funding and organization of resources and partners to conduct courses

Applied research

 � Formalization of agreements with universities and research institutes,  
and obtaining of sponsorship from private companies

 � Investment in research expertise and experimental centres
 � Dissemination and transfer of technological packages for crops

promotion

Market intelligence

 � Maintenance of an updated database of member producers 
 � Survey of crop prices in different markets
 � Survey of socio-economic data on the region, volume produced and area 

planted, productivity and cost of crops
 � Research and studies on creating and capturing value for producers

Marketing/
communication

 � Dissemination and promotion of the brand and GI at external/international 
events

 � Search for markets and attraction of international investment
 � Organization of educational, commercial, technical and social events in the 

region
 � Reporting on actions implemented by the LGB and accounting to members  

and society in general (stakeholders)
 � Capture and organization of resources and partners to organize  

or sponsor events
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is dispensed with when the producer already 
has GlobalGAP or Rainforest Alliance cer-
tification.

4. Batches of the product must be delivered to 
a cooperative (warehouse or packing house) 
authorized to issue the seal of origin and to 
seal the batches.

5. The product batches must meet the ratings 
and quality levels established by the regu-
latory board of the brand and GI, so as to 
receive the seal of origin and quality.

governance of the lgB – decision-making 
process
In general, the organizational structure of the 
LGB has decision-making fora distributed at 
different levels of governance and management. 
While the general assembly and the governing/
regulatory board of the brand and GI are at the 
governance level, the executive officers, manag-
ers, committees (executive, political-institutional, 
management) and sectoral chambers belong to the 
management level. Figure 25 depicts the organiza-
tional structure of LGBs and the components of 
the decision-making fora.

The general assembly is the supreme forum 
of the LGB, where members – both cooperatives 
and associations – have seats (and voting rights). 
The general assembly meets annually, or in special 
session, making decisions by simple majority. It 
has the following functions: i) election of mem-

bers of the governing (and regulatory) board; 
and ii) approval of accounts from management 
(economic and financial reporting and activities) 
for the previous year, and of the strategic plan and 
budget for the current year.

The governing board (and the regulatory board 
of the brand and GI) is composed of elected 
representatives of members, entitled to one vote 
per member, plus the chief executive officer of the 
LGB, who has the casting vote. If the chief execu-
tive officer is unable to participate, another execu-
tive officer will assume the position of mediator. 
Members of the governing board serve for a term 
of two years, with the possibility of re-election. 
The governing board meets every three months, 
making decisions by simple majority, and has the 
following functions: i) approval of the strategic 
plan and budget, and monitoring of its implemen-
tation; ii) adoption of principles, criteria and the 
process of certification of origin and quality; iii) 
establishment of rights and duties in use of the ter-
ritorial brand, and penalties for non-compliance; 
and iv) election of the executive management team.

The executive management team is composed 
of elected representatives of producers and mem-
bers, and is unpaid, with a chief executive officer, 
a vice president and an administrative and financial 
controller. To avoid possible conflicts of interest, 
executive decisions are made in a managerial com-
mittee, in agreement among the executive offic-
ers and managers. The managers are employees, 

figurE 25
organizational structure of lgBs and their decision-making fora
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working exclusively for the executive management 
team, and comprise two equally important posi-
tions: administrative and financial management 
and project management. The managerial level has 
the support of other staff, allocated among the 
strategic projects.

The managerial committee meets monthly, 
and its functions include: i) discussing perfor-
mance bottlenecks in the LGB and proposing 
improvements; ii) preparing and coordinating 
implementation of the strategic plan, particularly 
the process of certification of quality and origin; 
iii) entering into strategic partnerships; and iv) 
approving the member contribution rates and the 
price list for services.

In addition to the managerial committee, there 
are three working groups – the institutional com-
mittee, the executive committee and sectoral 
chambers – which meet monthly under the leader-
ship of managers to discuss the agenda of strategic 
issues. The institutional committee brings together 
members interested in discussing the institutional 
policy agenda and research and training actions. 
The executive committee brings together mem-
bers of cooperatives and is responsible for the 
implementation process of certification of origin 
and quality. This group is also responsible for the 

strategy for commercial promotion of the brand 
and GI.

As the third working group, meetings of the 
members of sectoral chambers, which are exclu-
sive to ABANORTE, are segmented by topic of 
interest for each of the major crops of the region, 
i.e. there is a sectoral chamber for each crop.

With management of certification of origin 
and quality and the territorial brand as the main 
areas of action of the LGB, the association must 
distribute the decision-making power among the 
various decision-making fora. Each forum has its 
own policy of jurisdiction. The regulatory board 
deliberates, the executive management team coor-
dinates/monitors, and managers and committees/
sectoral chambers execute. Figure 26 details the 
decision-making process for certification and use 
of the collective brand.

While the decision-making process described 
makes the participation of members of the LPA 
more democratic, the existence of specific fora 
where members have conditional rights to speak 
and vote can contribute to avoiding conflicts and 
encouraging cooperation. In other words, to make 
decisions possible, LPA leaders prefer to have 
an additional layer of bureaucracy and a longer 
decision-making process.

figurE 26
decision-making processes in local governing bodies
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11.4 proposItIons And results
This section has a the clear objective of: i) review-
ing the theoretical framework and findings from 
the case studies to draw analytical generaliza-
tions and theoretical propositions; and ii) deriving 
learning points from these propositions, which can 
inspire the policy-makers and entrepreneurs from 
African countries to create and develop LPAs with 
the collective strategy of exploiting GIs.

The case studies revealed that the LGB, as 
a PIA, is a heterogeneous group, and therefore 
needs to have a balance of power in its internal 
structure, for both governance and management. 
This requirement implies the existence of shared 
decision-making fora that are representative of all 
interest groups and that effectively seek only com-
mon interests (Olson, 1999; Malo, 2001; Rodrigues 
and Malo 2006). So the following can be posited: 
1) The body that represents local governance of the 
LPA is a sum of heterogeneous interest groups, and 
therefore needs to be a neutral.

The case studies also showed that both regions 
constitute LPAs and have the shared strategy of 
seeking market exploitation of GIs, although they 
are at different phases of development. While 
Cerrado Mineiro already has a DO, Jaíba is still 
in the process of registering an IS. However, 
representation, control and promotion of the GI, 
its producers and their products apply to both 
cases, because under Brazilian law, the representa-
tive body of a GI cannot exclude any producer 
within the defined area whose product meets the 
stipulated quality requirements (Valente, Perez 
and Fernandes, 2013). This leads to the following 
proposition: 2) The local governing body of the 
LPA has the role of representing, controlling and 
promoting the interests of the entire LPA, not only 
its members.

However, it can also be observed that the 
certification of origin and use of the territorial 
brand are accessible only to producers who are 
associated with the LGB, which is responsible for 
putting in place the technical standards and speci-
fications, as well as the process of certification of 
origin and quality. Even among LGB members, 
only producers who present products in accord-
ance with quality standards have the right to make 
use of the certificate of origin and territorial brand 
in their individual marketing strategies (Chaddad, 
1996; Glass and Castro 2009; Neto, Teixeira and 
Merino, 2009; Schimidt, 2010; Valente, Perez and 
Fernandes, 2013). So the following proposition 
can be posited: 3) Access to the certificate of origin 
and territorial brand is restricted to members of 

the LGB, and to use them, compliance with good 
practices of production and other specific quality 
standards are necessary.

In the theoretical discussion, it was shown that 
a major point of conflict is the payment of contri-
butions for maintenance of the PIA, whether fixed 
or variable by business size (Nassar and Zylber-
sztajn, 2004; Conejero, 2011; Neves, Gomes and 
Trombin, 2011). In these cases, it was found that 
the member rate was insufficient for maintenance 
of the entity, and the search for alternative sources 
of revenue is needed. As a result, pay-per-use 
types of revenue such as fees for certification of 
origin and quality, royalties for use of the territo-
rial brand, and contributions from partnerships 
such as private–public resources to promote R&D 
and technical and managerial training assume an 
important role in the financial sustainability of the 
LGB. The following proposition can be suggested: 
4) The fees for certification of quality and origin, 
and royalties for use of the territorial brand are 
an important source of revenue for financial self-
sufficiency of the LGB.

Although the certificate of origin and quality 
represents a market differential to be exploited, 
not all consumers are willing to pay for the added 
value of a territorial brand. This is an important 
theoretical finding on the demand side (Lages, 
Lagares and Braga, 2005; Giordano 2009; Glass 
and Castro, 2009). On the supply side, not all 
producers are prepared to meet certain quality 
requirements for certification of origin. Even con-
sidering the production from a single producer, 
the entire volume produced may not meet the 
required level of quality, so the producer seeks to 
present only the best-quality batches for certifica-
tion (Chaddad, 1996; Glass and Castro, 2009; 
Neto, Teixeira and Merino, 2009; Schimidt, 2010; 
Valente, Perez and Fernandes, 2013). The volumes 
involved are therefore small and the consumers are 
selective, which characterizes a niche market. In 
any event, a territorial brand has a positive impact 
on the image of products from the entire region, 
whether certified or not (Kotler and Haider, 1994; 
Anholt, 1998; Kotler and Gertner, 2002; Moreira, 
2010). This finding gives rise to the proposition 
that: 5) Market acceptance of the certificate of ori-
gin and territorial brand as a source of added value 
depends on having a marketing strategy aimed at 
niche markets. 

From the theoretical point of view, it is clearly 
important to use the territorial brand in a co-
branding arrangement with the brands of produc-
ers to transmit the reputation of the collective 
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brand to the individual brands without overshad-
owing them (Hadjicharalambous, 2013). In the 
cases analysed, the LGBs sought to reconcile the 
certification of origin with other certificates of 
quality and sustainability (GlobalGAP and Rain-
forest Alliance) required by the market, giving 
dynamism to the certification process, avoiding 
the need for producers to apply for two certifica-
tions, and enhancing the practice of co-branding 
in communications with consumers. Thus, the 
following proposition can be posited: 6) The 
success of the certificate of origin and territorial 
brand depends on a co-branding arrangement to 
avoid competition with the individual brands of 
producers and other certificates of quality and 
sustainability demanded by the market.

The theoretical discussion made clear the impor-
tance of the governing or regulatory board in the 
governance of the PIA, to avoid the problems 
of agency and conflict among members. In this 
context, once the roles of fora are well defined, the 
decision-making process needs to invite the par-
ticipation of member groups (Malo, 2001; Machado 
Filho, Mizumoto and Zylbersztajn, 2006; Conejero, 
2011). The cases therefore show the compatibility 
of integrating the administrative board of an LGB 
with the regulatory board of the GI, without con-
flicts of interest. This requires that the integrated 
board represents all members, and preserves the 
roles of representing, controlling and promoting 
the GI, its producers and products, regardless of 
whether or not they are members of the LGB (Vil-
lela and Pinto, 2009; Valente, Perez and Fernandes, 
2013). So the following proposition can be posited: 
7) The regulatory board of the GI, the territorial 
brand and the certificate of origin may be shared, 
without conflicts of interest, with the administrative 
board of the LGB of the LPA.

In addition, the power and decision-making 
fora of the LGB need to be decentralized, demo-
cratic and representative of all members. The 
participation of members cannot be restricted to 
decision-makers, as it is also vital to include the 
collaboration of members of working groups or 
committees, and to work collectively with manag-
ers hired by the LGB. This gives legitimacy to the 
process of strategic management, as members not 
only deliberate but also coordinate and execute 
strategic projects (Malo, 2001; Amorim, Moreira 
and Ipiranga, 2004; Marino, 2005; Villela and 
Pinto, 2009; Conejero, 2011). An important detail 
found in the cases is the importance of installing 
the decision-making and executive fora in differ-
ent localities of the GI and LPA. A good strategy 

for ensuring the involvement of the entire region 
in the GI and LPA is to organize rotating meet-
ings of boards and committees in different cities. 
This suggests the following proposition: 8) For 
legitimacy of the LGB of the LPA, power and 
decision-making fora need to be distributed among 
different member groups and in the different 
localities covered by the LPA.

Each decision-making and executive forum 
needs to have its own policy of jurisdiction, so 
that members interested in participating in the 
decision-making process are aware of the role of 
each forum, and how they can participate with-
out conflicting the installed hierarchy and rules 
of participation (Malo, 2001; Amorim, Moreira 
and Ipiranga, 2004; Marino, 2005; Villela and 
Pinto, 2009; Conejero, 2011). This generates the 
proposition that: 9) Each decision-making forum 
has its own policy of jurisdiction, which ensures the 
participation of all members in decision-making 
processes, but with limits.

Together, these theoretical propositions offer 
a sectoral agenda related to the theme of LPAs 
and GIs for policy-makers and entrepreneurs of 
African countries. The aim is to contribute to the 
development of agriculture in African countries, 
based on the example of Brazil.

11.5 conclusIons And 
recommendAtIons

The general objective of this paper was to under-
stand the importance of LPA governance for 
implementing a GI strategy in developing coun-
tries such as Brazil. The article presented a lit-
erature review of LPAs and GIs and governance 
of PIA, and case studies of LPAs from Brazilian 
agribusiness. Both methodologies generated theo-
retical propositions about LPA governance and 
the strategic management of GIs, which are con-
sidered as learning points for African agribusiness.

It is worth commenting that although the process 
of forming and developing LPAs, and the search for 
recognition of GIs, can occur naturally or sponta-
neously through the collective action of farmers, 
the work of development agencies and funding 
entities, whether public or private, is important to 
the effectiveness of these efforts. However, the chal-
lenge is to avoid dependency of the LPA on these 
development agencies. Therefore, the strengthening 
of LGBs and their decision-making processes is 
necessary, so that collective action can work inde-
pendently, in both management and financial terms.

From these findings some final remarks could 
serve as an empirical contribution to the devel-



Chapter 11 – Governance and strategy of local productive arrangements and geographical indications [...] 187

opment of LPAs and GIs in African countries. 
First, it is vitally important to have market-driven 
LPAs that maintain a continuous search for better 
understanding of demand and the value-adding 
factors of the offer.

Second, this market orientation must be trans-
lated into a strategy, such as that related to GIs. In 
this area, collective development of the strategy 
is preferable to simple intervention from support 
institutions with ready-made solutions. Collective 
action can ensure greater confidence of partici-
pants and allow empowerment of the process by 
the leaders of LGBs.

Third, work to implement the strategy is 
more important than the simple development of 
the strategy. Even before approving the strategy 
in the decision-making fora of the LGB, imple-
mentation on a small scale should be recom-
mended, so that when the strategy is submitted 
for approval, the LGB management already has 
a clear idea of how to implement it and the final 
format to be adopted.

Fourth, a strategy is worthless if there is no 
good governance and management system for its 
implementation. In PIAs and NGOs, all stake-
holders want to participate, so organization of the 
decision-making process becomes crucial. More 

than transparency, clear criteria and standards for 
vote and being voted are essential for the process 
to avoid being cluttered and/or inefficient, which 
may ultimately inhibit the desired changes.

Fifth, a PIA faces frequent challenges with 
limited resources, especially financial, so struggles 
to adopt and/or implement a strategy. Therefore, 
a successful strategy depends on having a good 
financing structure, which not only ensures the 
survival of the organization, but also, and espe-
cially, captures the value generated by the services 
offered, such as the origin and quality certification 
and territory brand represented by the GI.

Finally, the work presented here joins the many 
other works that demonstrate the importance of 
horizontal coordination among producers when 
approaching final consumers with an offer of 
added value. This is valid for Brazil, and also for 
African countries. However, unlike others, this 
paper has sought to emphasize the need for align-
ment and coordination of producers’ relationships 
to make it possible to implement good strategies – 
such as GIs – that often do not materialize in prac-
tice, because of not only the restrictive business 
environment, but also the inability of people to 
share, organize and disseminate decision-making 
power transparently and fairly.
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Conclusions
The FAO-led session during the International 
Food and Agribusiness Management Association 
(IFAMA) 2014 World Forum brought together 
industry and public-sector professionals including 
students, leading scholars, government officials, 
private-sector representatives and development 
practitioners who discussed innovative approaches 
to promote inclusive and efficient agrifood value 
chains in Africa. As one of the major themed ses-
sions in the forum programme, it allowed about 
150 professionals to engage in extensive delib-
erations and interact in lively and well-structured 
discussions on this theme. The session opened 
with a panel discussion, which was followed 
by the presentation of papers. During the panel 
discussion, examples of some ongoing efforts 
to achieve inclusiveness and efficiency in Africa 
were given, including the broad-based economic 
empowerment programme addressing the system-
atic exclusion of the majority of South Africans 
from full participation in the economy, and the 
support provided by Olam International in the 
United Republic of Tanzania to engage thousands 
of smallholder farmers in production and value-
addition of cashew nuts.

The presentations that followed stimulated good 
discussions among the participants and covered 
such areas as how to improve the financing effi-
ciency of small-scale farmers through introduction 
of such approaches as payment for environmental 
services (PES), and the innovative collaboration 
that improves the performance of smallholder 
farmers. Issues related to processes and services, 
collaborative innovations for efficient and inclu-
sive systems, resilience and how it is helping to 
increase the efficiency of the meat industry in 
countries such as Madagascar were also discussed. 
Examples of some of the efforts leading to success, 
such as the Tanga Dairy Platform in the United 

Republic of Tanzania and how it has turned out 
to be a way of including the small producers, were 
discussed; school feeding programmes that are 
improving nutrition for schoolchildren in Ghana, 
South Africa and the United Republic of Tanzania 
using produce from smallholder farmers were 
explained. In northern Ethiopia, a trader–producer 
model in the honey supply chain, which is improv-
ing rural incomes, was presented. Two important 
papers discussed the aspects of efficiency and 
sharing of experience in the United Republic of 
Tanzania and Brazil, where it has been shown 
that developing agri-clusters can lead to inclusive 
growth. Most of these initiatives involve the pri-
vate sector working in close collaboration with 
governments and NGOs. 

Issues ranging from policies, strategies, tools 
and approaches that have been successful in 
improving efficiency and inclusiveness in agrifood 
value chains, especially in Africa, were deliberated. 
The session offered a platform where novel inter-
national experiences in agrifood value chain devel-
opment were discussed, lessons were learned and 
recommendations were made on how to improve 
inclusiveness and efficiency by governments and 
development organizations.

The discussions explored how inclusiveness 
and efficiency can coexist, countering the mis-
conception that they cannot. This issue is par-
ticularly important in the African context, where 
the majority of players in the value chain are 
smallholder farmers who account for more than 
75 percent of primary agricultural production. As 
Africa is becoming increasingly urbanized and its 
population continues to increase, value chains have 
evolved and are being modernized to include an 
ever-increasing role for the private sector. Discus-
sions during the session confirmed that efficiency 
and inclusiveness in agrifood systems are possible, 
as evidenced by many examples that were shared. 
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Recommendations
 � Inclusive business models linking produc-
ers and buyers are important in food value 
chains, especially in Africa, where small-
holder farmers are important stakeholders 
who can easily be left out if such steps are 
not taken,

 � Stakeholders in agricultural and food systems 
in Africa need to continue pursuing effi-
ciency, with inclusiveness as a key strategy 
for improving agricultural food systems. 

 � Experts need to share experiences and 
approaches to provide value chain actors, 
including smallholders and small and 
medium agri-enterprises, with technical and 

managerial support for improved efficiency 
and to support innovations in agrifood 
chain coordination.

 � More effort is needed to promote appropriate 
agrifood industry technologies and practices 
that enhance value chain efficiency, inclusive-
ness and environmental sustainability.

 � There is a need to support public–private 
partnerships in developing innovative finan-
cial instruments that promote greater access 
to finance for rural agribusiness.

 � There is need to ensure that small-scale farm-
ers, processors, marketers, etc. are not left out, 
and efforts should be made to include them 
and assist them in increasing their efficiency. 
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