Agricultural trade, opportunity or trap?
Editorial

here has always been agricultural
trade. Trade remains a necessity
whether it is barter between neighbours or long-distance trade facilitated by
money. Trade makes it possible for households to supplement their own production
and satisfy their need for food and money
whilst exploiting comparative advantages.
In this century, there has been an enormous expansion in trade supported by
cheap fossil energy, agro-chemicals, refrigeration and increasingly sophisticated
forms of transport. At the same time, the
buying power of urban populations in both
the North and South have combined with
trade liberalisation and globalisation to give
a powerful stimulus to markets everywhere.
This trade expansion has brought benefits to many agricultural producers and consumers. However, it has also been responsible for an uncontrolled concentration of
power and wealth in the hands of a few
countries, companies and persons, most of
whom can be found in the industrial West.
Control over capital and knowledge-intensive technologies, unfair trade practices
including the dumping of cheap subsidised
food and the manipulation of small farmers
whose market choices are already limited
have seriously effected small farmers everywhere. At the same time the capacity of
industrialised countries to protect their
own agricultural markets and the worsening terms of trade between agricultural and
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industrial products have also contributed to
the decline and poverty of many agricultural communities. As small, market-oriented
farmers lose out to larger farmers and the
non-farming professions, and trans-national
companies gain control over international
commercial flows and agricultural production, many leave their land to search for
jobs elsewhere. (Coote 1996; Reijntjes
et.al., 1998).
This not only leads to an increasing gap
between rich and poor but also to the loss
of food security, ecological degradation,
pollution and the decline of indigenous
knowledge and cultural diversity. Marketoriented agriculture and agricultural trade
can lead to a serious depletion of soil fertility, soil erosion and a loss of biodiversity.
Agriculture under such circumstances is
not ecologically sustainable.
However, agricultural trade and market-oriented agriculture do not have to be
a trap for the small farmer! Fair and
green trade offers important economic
and ecological opportunities for sustainable development (Panayotou 1993).

can be found in most supermarkets. Trade
organisations that respect the principals of
Fair Trade and accept external monitoring
by labelling organisations, are awarded a
seal (label) of approval. The fundamental
principal of Fair Trade is equal partnership
between Southern producers, Northern
importers, labelling organisations, Fair
Trade shops and consumers (EFTA 1998).
Organic agriculture
The demand for organic products from the
tropics and within the tropics is growing fast
(Geier p6; Robins and Roberts p10; Panyakul
p22). This not only provides hundreds of
thousands of farmers in the tropics with an
opportunity to get a premium for their products, it also makes it possible for them to cultivate in an ecologically sound way. The
International Federation of Organic
Agricultural Movements (IFOAM) has formulated basic standards to define organic production. At the moment national market,
trading and certification systems for organic
products are being developed in many tropical countries (Geier p6; Beekman p8).
Certification, whether from the Fair Trade or
the Organic Agriculture Movement, is necessary to create confidence and trust. Not only
does certification protect consumers from
fraud, it enhances ecologically sound production and fair trade Sams p12).

Fair Trade
Alternative approaches are being developed
in reaction to the free trade model. Since
the 1970s, the Fair Trade movement has
been developing fast (Beekman, p 8).
Import organisations buy direct from
Southern producer partners, pay a fair price
and establish long-term working relationship. Initially, health food and Fair Trade
shops were important alternative trade outlets. Today, however, Fair Trade products

High value products
Also the production and marketing of highvalue, non-conventional, indigenous and
local agricultural products such as medicinal herbs and traditional agricultural and
non-timber tree products with specific
qualities may offer small farmers and indigenous people, particularly those working in
marginal areas, ways of increasing their
income in an ecologically sound way.
Overmars (p11) reports on the new production processes and markets being created in Brazil for non-timber tree products
and Van der Meulen (p20) describes the
potential of niche markets for local, traditional products.
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Critical factors
However, to unlock the opportunities of
international trade in green, fair and high
value products it is very important for
producers to find reliable partners who can
take care of certification, financing,
shipping, processing, marketing and distribution (Geier p6; Robins and Roberts p10).
To be successful, the scale of trade operations has to be sufficiently large. This
makes co-operation between farmers a
necessity. However, a larger scale also
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Local marketing of eco-products
in Sri Lanka.

means that management becomes more
complex and often the necessary skills are
missing (Panyakul p22). According to
Beekman (p8) the availability of highly
competent and reliable management and
sustained management support are critical
success factors.
Toward a new protectionism?
Unless alternative approaches to trade
become mainstream, the inequity and environmental damage inherent in conventional trading practices will remain unchallenged. Lang and Hines (1993) argue the
need for a more appropriate economic
framework to redirect the world economy
towards sustainability. This is not a feasible
option in the short-term. A more immediate
approach would be a new type of protectionism in which governments formulate
trade regulations based on socially fair and
ecologically sound standards capable of
creating enabling conditions for green and
Fair Trade and for LEISA and sustainable
agriculture in general.
Priority to local economies
Even if such legislation were to be adopted,
it would not be possible to eliminate completely the negative social and environmental effects of international trade. There will
always be an important group of farmers
who are unable to compete on the
(inter)national market and whose farms fall
in the margins of the globalising economy.
International trade is wholly dependent on
fossil energy, itself an important source of
pollution and, in this sense, (inter)national
trade is inherently unsustainable. To avoid
the environmentally unsound transport of
agricultural products over long-distances
and a risky dependence on distant consumers, sustainable development should
focus on the development and protection
of the local economy. Particular attention
should be paid to marginalised peoples
and guaranteeing ecological and cultural
appropriateness.
Strengthening the local economy fosters a
community’s sense of social and environmental accountability, self-reliance, food
security, cultural and biological diversity
and the commitment to conserving its natural resource base. Delgado et al (p28) show
how indigenous people in the Andes protect the cultural, ecological and economic
integrity of their communities by sustaining
barter - which as a system is probably more
widely spread than officially recognised - as
an important element of their economic
and cultural system.
Strengthening local economies
In many communities economic activities
function at an unnecessarily low level as
money and local natural resources leak
away into the wider market economy.
Local exchanges of goods and services can
be greatly enhanced by the development of
local money systems. Ramada (p30)
describes how a local money system has

SEKEM in Egypt: bio-dynamic production and a way of life
The SEKEM farm in Egypt is situated in the desert near the south tip of the Nile delta,
not far from Cairo. It was established in 1977. The total farm area is 55 ha, of which
about 30 ha are under cultivation. Additional farms which supply products on a contract basis to the main farm cover about 500 ha. And this area is steadily expanding. The
products are certified in accordance with the Demeter standards for biodynamic agriculture. The main crops grown can be divided into three categories: fruit trees, herbs
and spices, and vegetables. A wide range of vegetables are grown for the Egyptian
home market as well as for off-season fresh vegetable consumption in Western Europe.
Spices and herbs are designed for both domestic consumption and exports. The farm
also includes animal production.
From the very beginning SEKEM aimed at supplying local people with high quality
organic food. SEKEM has contributed to getting organic production onto its feet in
Egypt. It has established several organic shops in Cairo and delivers its products to
about 7,000 pharmacies and 2,000 shops. In a tea-drinking country like Egpyt it is
significant that certified organic herb teas from SEKEM are amongst the most popular
in the country. Because of the success of the SEKEM products on the West European
market, exports have now risen to 40 percent of the total turnover instead of the
10-20 percent planned initially.
There is little doubt that the SEKEM initiative is a show case of holism within the
organic movement. Well-rooted in anthroposophic and bio-dynamic philosophy, all
SEKEM’s projects and enterprises have developed very rapidly. Today, SEKEM has
more than 120 people in full-time employment and co-operation with over a hundred
bio-dynamic farms marketing their products through SEKEM provides another
250 employment places for Egyptian men and women. SEKEM has also played a
pioneer role in developing organic cotton production.
What began as a farm on sandy desert soil on the outskirts of Cairo, has now become
a centre of cultural and social development. The SEKEM kindergarten and school
provides education for 350 children some of who are handicapped. A health clinic
provides medical care and a mobile ambulance station reaches those who are unable to
get to the clinic. Art and culture within the SEKEM community are expressions of
SEKEM’s approach to life and the design of its building and the conditions and environment reflect these principals.
Helmy Abouleish, SEKEM, Egypt
Source: The future agenda for organic trade. Proceedings of the IFOAM conference on organic trade.
London, 1998.

successfully stimulated the local economy
in Argentina. Many local groups and communities in the North and in the South are
currently experimenting with these Local
Exchange and Trade Systems
(LETS) (Douthwaite, 1996).
Although income from (inter)national
green and fair trade can play an important
role in strengthening local economies
(Beekman p8), Upawansa (p26) rightly
points out that the priorities of poor countries such as Sri Lanka should be to ensure
that enough healthy food is produced for
the local market rather than to struggle to
access national and international organic
trade. Lanting et al (p24) and Prakash and
Nehru (p27) describe examples of successful initiatives to organise organic production and trade at the local level. Finding the
right balance between local and (inter)national green and Fair Trade is crucial in
the development of sustainable agriculture.
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The organic market
opportunities and challenges
Bio-café stand at IFOAM café conference,
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Chiapas, Mexico.

Bernward Geier

he trade in organic products is growing rapidly and becoming a reality
throughout the world. Growth rates
in the sector show organic products, that a
few years ago supplied niche markets, have
now entered mainstream marketing channels. Already 30,000 organic farmers are
certified in Italy. In Scandinavian countries
like Sweden and Finland and in Switzerland
some 8 % of farming is (certified) organic.
Austria leads the world with 10 % organic
farming and in some Austrian provinces
such as Salzburg and Tirol, the proportion
is almost 50%. Although some in the organic movement might question whether we
are straying from the path of ‘healthy
natural’ growth, it cannot be denied that
we are heading for a boom.
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Respected organic market analysts, such as
Professor Ulrich Hamm in Germany, have
forecast an annual growth rate of between
20 to 30%. In some countries this might be
as high as 50 percent. The largest organic
trader in the UK predicts that the organic
market world wide will increase from
US$ 11 billion to US$ 100 billion over the
next ten years with the USA, Europe and
Japan leading the way. In this context,
Denmark’s plans to make organic products
account for 20% of the total domestic food
market by the turn of the century seems
far from being a green dream.
Farmers in North and South are asking how
they can take advantage of this growth. The
6
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export opportunities offered by the socalled developed world have clearly been a
major stimulus in getting organic farming
established in many countries. It is unlikely
that organic agriculture would have developed so successfully in the northern hemisphere if there had been no demand pressure. Supplying a market in which demand
outstrips supply is a producer’s dream. This
has been the case with organic farming for
a long time and figures show that this trend
is set to continue. Yet, the sector has
shown it is also vulnerable and that prices
can collapse if there are sudden and exceptional increases in the supply of particular
products. Therefore, marketing with a
clearly targeted strategy is a must for organic products. The organic market is a special
one, partly because premium prices are
involved. It requires a special effort.
Attention should be given to meeting the
requirements of a guarantee system that
will ensure organic quality and allow consumers to develop their preferences for
organic products with a feeling of trust.
Setting up a guarantee system
The first pillars of this guarantee system are
the organic standards, rules and (governmental) regulations that clearly define the
practice of organic farming. From the
beginning, the organic farming movement
has been more than a set of ideas. It is firmly rooted in a normative description of
farming in harmony with nature.
Standards, whether international, regional or linked to a specific philosophy, are not
intended to be a handbook for farmers
working in the field. Indeed they make

rather ‘dry’ reading. What they do provide
is a guide to organic production and the
means to develop a truly ecologically sound
farming system. They define our systems
and technologies and give us a huge advantage as we face the urgent need to distinguish organic farming from ‘half-way
approaches’ such as integrated pest-crop
management. Standards are not simply a
collection of prohibitions describing what
is not allowed in organic farming. Standards
reflect clearly the positive approach and
definitions of organic farming by emphasising what ought to be done in order to farm
organically and stressing the avoidance of
synthetic chemical substitutes that have
lead conventional agriculture to its present
‘dead end’.
Implementing organic standards requires
inspection. A body that is independent of
standard setting and control should evaluate facts and findings and where farmers
and products are shown to have complied
with organic standards, it should be able to
issue a certificate confirming a product
‘certified organic’. A logo or seal that functions as a trademark is used to translate this
into a statement of quality that the consumer can understand.
It is still a fact of organic life that a lot of
product inspection and certification carried out in the southern hemisphere are
done by institutions based in the North.
However, efforts are being made in many
parts of the world to develop regional and
national organic product guarantee
systems. Such systems not only reduce
costs but also give organic producers in the
‘developing’ world more independence
and self-control. IFOAM (see page 16) and
many of its member organisations actively
support this decentralisation strategy.
However, even if regional and national
guarantee systems are established, there
will still be a need for producers to work in
close co-operation with certification programmes in the North if products are to be
exported to these markets. I estimate that,
world wide, there are about 300 organic
trade marks on the market. Few consumers
have an overview of this ‘seal jungle’.
There is an obvious need to establish
international ‘control’ and supervision of
organic certification. Therefore, IFOAM has
established an accreditation system for
certifying institutions where, on the bases
of mutual recognition, it is possible, for
example, to allow licensing agreements.

Co-operation with partners
Knowing the rules and working with them
is not sufficient to bring an organic product
successfully onto the export market.
Partners are needed to take care of such
matters as shipping, processing, and ensuring trade is well organised. Besides the usual information on transport logistics, custom regulations, tariffs and price mechanisms necessary in exporting any product,
trading within the organic sector requires a
particular type of knowledge. Most of this
cannot readily be found in the literature on
economics and marketing. Perhaps one of
the most effective ways of developing an
understanding of how the organic market
works is to attend one of the several international organic fairs. The most international, prominent and by far the strictest of
these ‘organic’ fairs is the Biofach which
takes place in Germany every year (p 16).

tea, cacao, bananas, spices, herbs and other
subtropical and tropical products.

A number of donor organisations including
SIDA and GTZ and development agencies
in the North have established promotion
and training programmes to foster export
opportunities for organic products. These
projects have already helped to encourage
producers in developing countries to enter
the rapidly growing market for organic
products.

The danger of bio-colonialism
‘Bio-colonialism’ is one of the major challenges facing the organic movement. Given
the much greater economic wealth and
‘buying power’ of the North, many products of organic quality find their way into
these premium markets and so become
unavailable to local and regional populations. Much more effort and creativity is
needed if organic food is to become accessible to more people throughout the world.
The SEKEM initiative (p 5) is a good example of how this can be achieved.
Community supported agriculture with
direct links between producer and consumer, in Japan and Asia known as TEKEI (see
ILEIA Newsletter Vol 10 No 1 1994), offer a
way of getting out of the bio-colonialism
trap. Today, there are organic shops in
India and Malaysia, farmer markets in
Brazil, and organic produce in supermarkets in Argentina. Box schemes and home

Challenges and traps
The global market in organic products was
foreshadowed by the export of grain and
soya from the US to Europe in the 1960s.
Over the last ten years organic products
have been marketed in increasingly larger
quantities outside the area in which they
are grown. Whilst seasonal production and
regional markets remain an important
objective in organic farming, there is nevertheless plenty of export opportunities for
such products from the South as coffee,

delivery of organic products are also being
set up in several southern countries.
Very often organic farming systems begin
with the production of ‘cash crops’ and
gradually, with the knowledge gained in
producing for export, the whole farming
unit is converted to organic systems. Thus,
planting shadow trees in coffee plantations
and using compost is often followed by
introducing organic methods into the cultivation of staple foods such as corn and
beans.

‘Ecological dumping’ is becoming more
common and is a practice strongly resisted
by the organic movement. There is a very
real difference between production in
keeping with the holistic principals of the
organic movement and the purely commercial production of ‘natural’, ‘biological’, or
‘organic’ products such as organic cashcrops in monoculture. It is not enough to
exclude what is known as ‘ecological
dumping’ from the organic sector. Given
the holistic nature of our movement, we
also care about social aspects. In joining
forces with the Fair Trade movement we
also hope to be able to seriously challenge
the ‘social dumping’ that involves the
exploitation of cheap labour and child
labour.

About prices and fairness
Fair trade is always associated with production in the developing world. However, we
need fair and real cost covering prices for
farmers all over the world. And here the
organic market has something to offer all
farmers. Organic production often requires
more effort and may result in lower (‘optimum rather than maximum’) yields. Also,
as millions of consumers all over the world
have come to realise - ‘nature has its price’.
Therefore, growing numbers of consumers
are prepared to pay premium prices
because they know they are getting premium quality products in return. In calculating the price of organic products more factors are involved than in the pricing of conventional products. Demand, for example,
plays a much bigger role. The complex of
aspects involved makes it difficult for us to
discuss price finding and setting mechanisms in the organic sector here. However,
we can say that premium prices ranging
from 20% to 30% seem to be normal and,
when combined with often higher fair
trade premiums, they make it possible for
small farmers to continue to work their
land, feed their families and enjoy real
development.
Beginning a new lifestyle
As we have seen, the booming development taking place in organic farming and
marketing offers many opportunities. But
there are challenges as well and these have
to be faced. However, if we do not give up
our holistic principles, we will be able to
go on contributing to the establishment of
organic production systems. And this could
lead to changes in life style and consumption patterns that will reach far beyond
food and nutrition.
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Corner with Terra Pura biological products in conventional supermarket in Germany.

Bernward Geier, International Federation of Organic
Agriculture Movements (IFOAM). Ökozentrum
Imsbach, D - 66636 Tholey-Theley, Germany.
Phone: +49-6853-5190, Fax: +49-6853-30110,
E-Mail:IFOAM@T-Online.de
Webpage: http://ecoweb.dk/ifoam
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The author, former director of the Max
Havelaar Foundation, the first fair trade
organisation to be set up in the
Netherlands, draws on his experience
of the fair trade movement to examine its
development and to discuss its strengths
and weaknesses. He argues that the
continued development of the fair
trade movement will depend on a closer
and possibly more institutionalised
relationship between trade and industry,
development organisations, and ethical
and conventional financial institutions.

Fair trade and trade development
Bert Beekman

air trade’ covers a wide range of ideas.
The Fair Trade Commission in the UK
monitors fair competition between
market operators and companies. Those
who follow its Code of Conduct and comply
with local labour laws are, by definition,
engaged in fair trade. In this article, however, fair trade is seen as a conscious decision to help small producers in the Third
World become viable exporters of their
own produce and to support their learning
process. Fair Trade does not mean, however, that other forms of trade are unfair.
Fair trade, of course, is not limited to
agricultural commodities and agricultural
producers. All disadvantaged producers
of any marketable product fall within the
definition of the fair trade movement. In
practice the fair trade labelling movement
and organisations such as Equal Exchange
in the USA and ATJ in Japan are mainly
concerned with coffee, cocoa, tea, bananas, honey and sugar. The older alternative
trading organisations work on a smaller
scale and deal with thousands of food and
non-food products. In this article we focus
on small, co-operatively organised, agricultural commodity producers.

F

Small farmers disadvantaged
Major international agricultural commodities are frequently produced by small farmers who have no secure title to land. Their
land holdings are small and they are unable
to assert their civil and economic rights
even when these are protected by law.
Their access to market often depends on
long and exploitative chains of intermediaries. Not only do they lack bargaining power, they have no access to information on
world market prices. It is difficult for small
8
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farmers to acquire the technology and technical skills and the cost of financial services
are frequently beyond their reach. As many
farm in fragile, near subsistence economies, their choice of survival strategies are
not necessarily rational from the economic
and ecological point of view. Due to imperfections in the market, lack of transparency
and politically inspired distortion, small
farmers tend to receive lower prices for
their produce.

Promoters of Fair Trade
Over the years, alternative trading organisations have promoted fair trade through specialised chains of (Third) World shops. The
movement began about 30 years ago in the
Netherlands and the Fair Trade
Organisation is still one of the most
dynamic organisations in the field. Today,
trading organisations are found in almost all
industrialised countries and most of them
share suppliers’ databases.

Addressing the dilemma
There are many reasons why the problems
of small farmers should be addressed. First,
maintaining and boosting the economic
viability of smallholdings puts a brake on
migration to overcrowded cities incapable
of offering employment alternatives.
Second, creating an effective economic and
institutional environment makes it possible
for people to exploit the market potential
of their area. Finally, supporting farmers
initiatives by encouraging co-operatives
and associations enables them, collectively,
to gain fair access to the (world) market:
trade is better than aid. In recent years, fair
trade labelling has increased the effectiveness of such interventions.
Aims of fair trade labelling
Fair trade labelling aims to develop market
niches where newcomers to the world market can learn the ins and outs of this type of
trade in a relatively protected environment.
In doing so, it tries to provide small
farmers’ organisations with fair access to
the (world) market, under conditions
appropriate to their needs. The movement
also supports farmers’ organisations in their
attempt to secure working capital and longterm loans for investments, market information, communications, management support and technical assistance.

In the eighties, the movement stagnated.
World Shops could not cope with the
demand for markets coming from Third
World suppliers. Mainstream distribution
networks had to be accessed and pressure
built up to professionalise the network of
World Shops. This lead to the development
of fair trade certification and labelling. The
model was first developed and tested in the
Netherlands under the name Max Havelaar.
Later it spread within and outside the
European Union until today certification

market share of fair trade coffee has risen
from 0.2% to 2% and in Switzerland to 5%.
Mechanisms and alliances have been created to make substantial amounts of shortand medium-term ethical bank loans available. While the impact of fair trade labelling
appears to be unquestioned, its global
impact should not be overestimated. In a
global perspective fair trade is no more that
a tiny niche market.
Although its impact is growing, results
have been reached under very special
market conditions and at a time when
world market prices were persistently
below subsistence level. Under these
circumstances, fair trade offered a valuable
alternative to those who had their name on
the Fair Trade Labelling Producers’ Register
and who had secured an outlet for their
product. However, not all organisations
used (were able to use) this opportunity to
effectively develop the capacity to survive
under ‘normal’ market conditions. In 1994,
coffee prices on the world market started
to return to ‘normal’ levels, i.e. above the
floor price established by the fair trade
labelling organisations. For many farmers’
organisations, the price premium of
US$ 0.05 per pound above the market price
was insufficient, while the inflexibilities
inherent in the fair trade model eroded a
substantial part of the price premium. A
growing number of farmers’ organisations
who had been operating within the fair
trade market ran into serious trouble
despite higher-than-market prices, while
others managed to survive and went on to
develop into strong and respected co-operative organisations, addressing the economic needs and rights of many thousands of
small farmers and their families.

Small-scale ecological coffee farmer
in Jalapa, Guatemala.

and labelling is carried out in some 15
countries. Some use the name ‘Max
Havelaar’, others have chosen names and
labels that reflect their own national and
cultural identity. However, all are members
of Fair Trade Labelling International.
Coming up to standard
National fair trade labelling organisations
own their label and defined the conditions
under which producers, traders and industry acquire the right to use the fair trade
label in their commercial promotion.
Royalties have to be paid to the labelling
organisation when labels are used and
these are used to cover operating costs.
Fair trade regulations vary from organisation to organisation. In principal, however,
there are a number of fundamental conditions. Third World producers and exporters have to be democratically organised
and exert effective democratic control
over their management. Their products
must be up to international standards in
terms of quality and quantity and they must
be accountable to the labelling organisations.
Buyers and importers using Fair Trade
labels have to comply with certain conditions. These include giving their suppliers
secure market access; enabling them to
build effective and sustainable commercial
relationship; paying them a premium over
current market prices and guaranteeing a
floor price that effectively covers both
direct and indirect production. In addition
they must ensure that their suppliers have
access to credit facilities so they can
finance their commercial operations.
For its part the labelling organisation
must define and adapt the fair trade criteria,
enforce and supervise the rules of the
game, maintain a register of authorised producer organisations and buyers, and maintain an environment that allows the system
to work effectively. It is also responsible for
profiling and defending the public authority and credibility of the label and promoting labelled products. Most importantly,
the labelling organisation remains accountable to the consumer public and must
retain their confidence. Fair trade rules
exist for many major Third World agricultural commodities including coffee, cocoa,
tea, bananas honey and sugar. Regulations
for orange juice and nuts are being drawn
up.

Challenges
There are several major challenges facing
the fair trade and organic market. A strategy
must be developed to facilitate the merger
of ecological and fair trade criteria incorporating social fairness and ecological responsibility as preconditions for sustainable production. Criteria must be adapted to the
operational needs and limitations of Third
World realities and international markets.
At the same time the management and
information gap must be closed and a solution found to the recurrent problem of
credit. It is clear that the certifying organisations cannot solve these huge problems
on their own. Strong global alliances with
trade and industry, development organisations, ethical (and conventional) financial
institutions, universities and consultants
are needed in order to build a system that
works and hence challenges ‘business as
usual’.
■

Bert Beekman, NovoTRADE Consult, Begijnekade 5,
NL-3512 VT Utrecht, The Netherlands. Phone +31 30
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Ten years fair trade
Fair trade certification has helped bring fair
trade products into mainstream European
distribution networks. Sales of coffee and
bananas have increased tenfold. Today,
small farmers are able to sell 14,000 tons of
coffee with a trade value of some US$ 40
million in this way. In the Netherlands the

Critical factors
It would seem that in some cases fair trade
procedures have not been adapted to the
operational needs of farmers’ organisations,
especially under present unstable market
conditions. In addition, the fair trade labelling organisations have not paid sufficient
attention to the development and organisation of the necessary management support
services. Management is also a critical factor at farmer level. The minimum scale of
operations needed to run an export business is far beyond the scope of small and
often isolated farmers. Lacking the management skills needed to operate the business,
they have to hire in managers over whom
they may have little control. If there is no
effective control and accountability is not
enforced, the temptation to address private
interests above co-operative interests can
be irresistible and leads to serious problems. In this way a vicious circle develops
and the co-operative is excluded from
credit and loans because it has become
uncreditworthy and its commercial liability
has been further compromised by inadequate quality control.
Many co-operative organisations, however, have successfully exploited the
opportunities of the fair trade market and
built up and diversified their businesses
to the benefit of their members. Critical
success factors seem to be the availability
of highly competent and reliable management, sustained management support, and
market diversification into conventional,
fair trade and organic markets.

To operate on the world market, small farmers
need to co-operate. Co-operative of small
coffee farmers Marcala, Honduras.

NovoTRADE Consult is a small consultancy bureau specialised in product, trade and enterprise development
and commercial and financial management support to
Third World small farmers’ organisations. NovoTRADE
is associated with TWIN/TWIN Trading Ltd UK.
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Unlocking trade opportunities
Nick Robins and Sarah Roberts

n today’s globalising world, export success is one of the major routes to economic progress for developing countries. But the conditions for success are
changing as producers face rising environmental expectations in key export markets,
resulting from tightening regulations, new
corporate practices and changes in consumer values and lifestyles. These new expectations reflect the growing recognition that
current patterns of consumption, particularly in the richer, industrialised world, are
not environmentally sustainable. Profound
changes in the ways in which goods and
services are produced, traded and consumed will be required, both to reduce the
burden on the global environment and to
ensure that a growing population has
resources to meet its needs.

I

For those who can adapt to these requirements and start moving to anticipate trends,
there are new opportunities to be found in
sustainable trade that can generate financial,
environmental and social benefits. Already
growing numbers of farmers in the South
are receiving higher prices and more longterm security by selling their products into
environmentally friendly or fair trade markets in the North. Consumer demand for
organic products is gradually increasing in
responding to concerns about the environmental and health implications of industrial
agriculture.
New opportunities in a growing market
Latin American producers have been quick
to tap into these markets. The organic sector in Mexico, for example, is now estimated to be worth US$ 500 million and
Argentina is making serious efforts to develop its organic sector with sales rising from
US$ 1.5 million to US$ 20 million in the last
six years. This rapid development has been
supported by efforts to overcome the
bureaucracy surrounding EU recognition of
imported organic goods. By requesting
equivalency status for its certification
system, Argentina became the first developing country to obtain a place in the EU provisional list, thereby gaining market advantages.
Partnerships are needed
Organic certification can be a slow, laborious and relatively costly process and a particular challenge to smaller producers. A
common solution is to form co-operatives
to share the load. In Uganda, for example,
the Lango Co-operatives Union has made
the transition to organic cotton production
with the support of the Swedish International Development Agency (SIDA). SIDA
10
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provided technical assistance, organised
crop finance, and ensured organic certification. It also supported the training of local
certifiers thus reducing the cost of thirdparty inspection. The way prices were set
was another innovative feature of this
project. Before conducting business, all
partners in the chain list their costs and
claim a fixed margin based on open books.
A fair trade organisation then looks for the
best possible price on the market. Any
excess funds are paid out to the producers,
either as extra premiums or as development fund contributions. For the 5,500
farmers involved in organic cotton production in Lango, this has meant a 20% average
increase on farm gate prices.
Links between members of the supply
chain has meant that Lango solved one of
the major problems facing Ugandan exporters: banks that refuse to pay crop finance.
With the help of the Dutch government,
the project received a loan, at commercial
rates, and SIDA arranged that risks were
covered by the Dutch HIVOS/Triodos Fund
that provides funding for environmental
and social projects in developing countries.
Another organic cotton partnership that
has paid dividends is that between the
Swiss cotton trading company Remei, and
Maikaal Fibers, a spinning mill in Madhya
Pradesh, India. Eighty-five villages produce
cotton for Maikaal, which is certified by a
Swiss company. The project guarantees to
buy cotton and provides extension services, interest-free credit and a price premium
of around 20% An estimated three-quarters
of the cotton is sold through the Swiss
Co-op, which launched a new range of
clothes - Natura Line - in 1995 and aims to
be entirely organic by the year 2000. It
should be noted that the Co-op has kept the
price of Natura-Line products at the same
level as conventional brands, despite the
premium price paid to cotton growers.
Action for Fair Trade
Fair trade organisations have been working
with Southern producer organisations for
decades to try and ensure that they receive a
decent income for their work. Only recently, however, have fair trade products begun
to reach mainstream Northern markets.
Coffee is probably the most successful
fair trade product. It is also the most important traded commodity after oil and the
main export for many Southern countries.
Most comes from family-owned farms in
developing countries. Fair trade organisations work with the producer organisations, promote the sale of fair trade coffee,
monitor buyers and roasters and guarantee
that labeled products meet fair trade
criteria. The ethical trading organisations
bear the costs of inspecting producers.
The fair trade market was boosted by the

development of recognisable fair trade
marks awarded for products that met clear
criteria. However, it was the development
of a clearly recognisable brand, Cafedirect,
that brought fair trade coffee into mainstream retail outlets and within easy reach
of consumers. Cafedirect was developed by
a partnership of four fair trade organisations that bought coffee from 14 producer
organisations in Africa and Latin America.
Sales have increased dramatically over the
last five years and Cafedirect controls 3% of
the roast and ground market and 2% of the
instant market in the United Kingdom
despite being 10% more expensive than
most conventional brands.
As well as higher income and greater
security, fair trade can also lead to environmental benefits. Fair trade organisations
often work with producers to improve the
ecological sustainability of production.
Serious barriers
Small- and medium-sized exporters often
face serious capacity constraints in responding to the challenges presented by sustainable trade. Conventional trade barriers in
the industrialised world, such as restrictive
trade policies in the agricultural and textile
sectors, perverse subsidies and bureaucratic
regulations are also serious barriers to
Southern producers. Partnership along the
product chain is essential in overcoming
these problems. NGOs, government agencies and buyers in the North can all play an
important role by providing technical or
financial assistance, long-term security or in
helping to develop producer organisations.
Positive policy choices also help expand
sustainable trade opportunities.
Governments in industrialised countries
should ensure that policy making processes
are transparent to exporting countries and
that new regulations are phased in such a
way that producers have time to make the
necessary changes. Whilst Northern governments could play a much more proactive
role in developing the market and improving access for sustainably produced goods,
governments in developing countries can
do much to promote sustainable trade by
integrating environmental factors into their
export promotion strategies.
■
Nick Robins and Sarah Roberts, International
Institute for Environment and Development (IIED),
Sustainable Consumption and Trade Initiative,
3 Endsleigh Street, London WC1H ODD, U.K.,
Phone: +44 (0)171 388 2117; Fax: +44 (0)171 388 2826;
email: nick.robins@iied.org or sarah.roberts@iied.org
References
Robins, N and Roberts, S Unlocking Trade
Opportunities IIED 1997 (Contains ten case studies of
developing country producers who are benefiting from
sustainable consumption)

Strategies to commercialise
agroforestry products

Rik Overmars, Nelson Mariaca
and Armelinda Zonta

evelopment of agroforestry cannot
be achieved by only producing for
home consumption. Species with
commercial potential such as fruit species,
palms, timber producing species and leguminous cover crops are used and provide farmers with an income in the short-, mediumand long-term and therefore they cut less forest each year. Large-scale plantations are
unfeasible because farm families lack labour
and conditions are unsuitable for mechanisation. Marketing is, however, critical.

D

Rapid production
To get early returns and stimulate farmer
interest, IPHAE uses a species with rapid
production. Urucú or Anatto is a resistant
variety that is productive 18 months after
planting. When the project started in 1995,
Urucu was selling for US $ 1.7 per kg.
Subsequently, in 1997, the price dropped
US $ 0.5 per kg in 1997 which did not justify harvesting the crop. This clearly demonstrated the importance of market research,
small-scale plantations and diversification.
Urucú (Bixa orellana) or Annatto is a medium, tall shrub that produces seeds rapidly.
The seeds are covered by Bixina, a substance
that is a natural red/orange colourant that is
widely used in the dairy industry, and in
tomato pastes and ketchup. Principal producers are Peru, Ecuador and Brazil. It is exported to the United States, Japan and Europe.

Together with the municipal government
and a private company, IPHAE is looking
into the possibility of installing an anatto
paste processing plant in the region. It
should bring added value and better prices.

Market creation
Copoazu is a cacao-related species. It is not
well known in Bolivia but shows great
potential. For this reason IPHAE generated
a local and regional demand by introducing
imported pulp from Brazil. Today, IPHAE
sells 10 tons of pulp annually. This can be
supplied by the first group of farmers to
plant copoazu in their agroforestry systems.
We have to actively promote the consumption of Copoazu in other parts of Bolivia for
new agroforestry systems.
Copoazu (Theobroma grandiflorum) is
endemic in the Amazon and produces a fruit
similar to cacao. The pulp is used as a basis
for juices, marmalades, jellies, and nectar (see
photo) and can be added to yogurt and icecreams. ‘Cupulate’ is processed from the
seeds and is similar to chocolate.

In order to reduce transportation costs for
national and international markets, IPHAE is
investigating conservation and processing of
Copoazu pulp (pasteurisation and marmalades) and, with the help of fair trade organisations, is exploring European markets.
Substitution of raw material
The region has a palm-heart industry (13
processing plants) using natural Asaí
(Euterpe precatoria) as raw material.
Unlike the Brazilian Asaí, this species does
not return after cutting and takes about 60
years to produce palmito. It is estimated
that 60,000 palm-hearts are being cut daily
in the region. This means that the natural
resource base of palm-heart will be economically depleted within 5 years.

Increasing densities
Brazil nut is an important economic
resource and farmers migrate to the barracas, large forest properties owned by a
patron, to harvest them. Collectors have to
walk long distances carrying heavy loads
and incomes are low, living conditions provided are minimal and the patronage system
keeps many indebted and dependent.
Brazil nut (Bertholletia excelsa) occurs naturally in the Amazon forest with a natural density of between 0 and 9 trees per hectare.
Production can be increased by augmenting
densities in poorly stocked forest areas and
by management in fallow and agroforestry
systems.

By planting Brazil nuts in their fallow, or
stimulating the natural re-growth and
regeneration of the tree, natural densities
can be increased. In agroforestry systems,
trees start producing at 12 years and, with
grafting, much earlier. Many farmers sell
Brazil nuts from their own land to the
Farmers Cooperative (CAIC). This has a
processing plant and exports under fair
trade schemes to solidarity markets in
Europe and the United States.
Agroforestry systems play a major role in
raising farmers’ incomes in the Amazon and
help counter the deforestation caused by
shifting cultivation. The combination of
farmers’ extension and the promotion, processing and commercialisation of agroforestry products helps overcome a major
bottleneck experienced by many development projects: lack of markets.
■

Pupuña, Pejibaye or Peach-Palm (Bactris gasipaes): Once the mother stem has been cut,
suckers sprout from its base and produce
palm heart within one year and yield a regular
and sustainable production provided soils are
not depleted and are fertilised. When mature,
the species also produces edible fruits rich in
protein and vitamin A.

Rik Overmars, Advisor to the Netherlands Development
Organisation (SNV), Nelson Mariaca, Agroindustry desk
IPHAE.
Armelinda Zonta, Director IPHAE.
Instituto para el Hombre, Agricultura y Ecologia
(IPHAE), Casilla 6, Riberalta, Bolivia,
Email: iphae@iphae.rds.org.bo

Peach-palm was introduced by IPHAE
as an alternative to natural palm heart.
IPHAE’s agro-industry desk has been
successfully in processing palm hearts
from Peach-palm using the same technology as was used for Asaí. Taste tests,
market acceptability and cost benefit
analysis of the agroforestry systems have
been made.

Copoazu fruits
suitable for making
marmalades and
other products.

Photo: Rik Overmars

The Northern Bolivian Amazon region has
an abundant vegetation cover of humid
tropical forests with a high diversity of
timber and non-timber species. Rubber
and Brazil nut have been important for
the livelihoods of indigenous groups and
peasants. Rubber has not been exploited
for about twenty years but there is
increasing exploitation of palm heart.
Shifting cultivation is practiced and a
hectare of forest is cut each year to grow
food, a process that can be sustained for
two years. To counter this and increase
incomes, Instituto para el Hombre,
Agricultura y Ecologia (IPHAE) has a project
which uses agroforestry systems to
improve land use sustainability and generate higher incomes for farmer families.

Sustainable chocolate
a practical business example
Craig Sams

n 1991 we launched Green & Black’s
organic dark chocolate made with
cacao grown in Togo, West Africa. The
chocolate was a high quality product, the
first 70% cocoa solids organic product to be
sold in the UK. It was a success at the very
top end of the chocolate market. In 1993,
we needed an alternative source of cacao
and started a new project in Belize that
embodied organic and fair trade principles.
There had been a cacoa planting project
in Belize since 1983 run first by the
Overseas Development Agency (ODA) and
from 1986 by USAID in co-operation with
the food giant Hershey’s. These schemes
were funded by bank loans secured against
the collateral of Indian Reservation land.
Farmers were encourage to buy hybrid
seeds and agri-chemicals, clear forests and
plant trees close together. This left little
room for shade trees and fertilisers and fungicides became essential. The economics of
the programme were carefully worked out,
but were based on a selling price of US$1.80
per lb. The programme finished in 1992.
In October 1993, I spoke to Justino Peck,
the Chairman of the Toledo Cacao Growers
Association (TCGA), the co-operative that
represents the Maya Indian cacao growers
of the Toledo District of southern Belize.
They were facing serious problems. The
selling price for cacao had fallen from
US$1.80 to 55c and loans could not be
repaid. The bank threatened repossession
and plantations were becoming overgrown
as cacao farmers migrated north to work as
orange pickers and sugar cane cutters to
earn enough to service their debts and feed
their families.

I

Co-operating with TCGA
Together with TCGA, Green & Black’s
worked out a new deal for a new product MAYA GOLD. The co-operative signed a five
year rolling contract to be our exclusive
supplier of organically grown cacao for use
in Maya Gold chocolate at a starting price of
$1.25 per pound. We assured them that if
we used cacao from other organic sources
in Maya Gold we would pay the TCGA
US$200 per tonne of such cacao used. We
also agreed to assist them to obtain organic
and fair trade certification and provision
was made for training. A US$20,000 cash
advance was made so farmer members
could be paid in cash for their cacao.
A 5 cent per lb forestry premium was
offered to encouraged growers to thin out
their trees and plant more shade trees. We
also offered an additional 5 cent per lb to
any grower who planted one mahogany,
12
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one cedar, one mamey fruit and one cohune
nut tree per acre of cacao. This was to
encourage long-term investment because
after twenty years one mahogany tree could
easily be worth more than a year’s cacao
harvest. It was also to protect wildlife and
biodiversity, an essential but difficult to
measure aspect of organic farming. Trees
would attract migratory birds, insects, and
mammals and help maintain the balance of
life that ensures no single species gets out of
control. A habitat would also be preserved
for game, an important source of protein in
the Maya diet. Two members of the TCGA
set up tree nurseries to provide the baby
mahogany and cedar to plant out on the
cacao. The TCGA took responsibility for
implementing these provisions and the Soil
Association inspected and approved the
area for organic production. Slowly the project got off the ground as farmers adjust
their agricultural pattern and, after a good
start, the TCGA has kept going.
What made it a success?
The quantity and value of the cacao
increased. In 1993, the gross area income
from cacao was US$10,000. In 1997 it was
over US$100,000. Organic certification
allowed the TCGA to tap into the fastest
growing sector of the European and North
American food industry. Next year the
TCGA anticipate total income from Green
& Black’s of nearly US$200,000.
Securing the market in advance played an
important role in this success. Before
Green & Black approach TCGA, we discussed the Maya Gold concept with
Sainsbury’s, a leading UK supermarket
chain. They agreed to stock the product for
six months when it was ready. We also
sought and gained Fairtrade Foundation
certification and Maya Gold was the first
product to bear their mark.
Maya Gold was launched at a press conference at the Oxfam stand at the BBC
Good Food Show in London. The same day
BBC Newsround sent a film crew to Belize
and came back with footage of Maya villagers harvesting cacao which was shown on
the afternoon and evening television news.
Other press coverage was extensive and
supermarkets were soon sending in orders.
Sales have now levelled out but are still
moving upwards.
Problems
Despite the commercial success, problems
emerged at the interface between the Maya
deal with Green & Black’s, and the ODA’s
master plan for the region, which was
based on selling logging concessions to
Asian companies to gain foreign exchange
and on extensive rice growing. The ODA

representatives in the South were cautious
about us, probably rightly so, as there are
plenty of people who come to the Toledo
District, make all kinds of promises, and
then disappear without trace. The ODA
team warned the Maya of the risks of taking
the organic route, advising caution.
Our 5 cent per lb tree planting scheme
also met with resistance. The ODA’s forestry advisor notified the growers that any
mature hardwood trees would belong to
the Forestry Department and would not be
the property of the grower. This was deeply discouraging to the growers and the new
tree nurseries were closed down.
In addition, WHO’s malaria control programme in the area had a policy of spraying
houses and areas where malaria had been
notified with DDT. This nearly led to contamination of some organic cacao. Because
there was no telephone communication, villagers had no advanced notice of spraying.
The authorities have now agreed to give
two weeks’ notice when they intend to
spray so that villagers can get their cocoa
sacks, as well as their children and animals
out of the way before the sprayers arrive.
The future
Growers are switching back to the local
variety of cacao. It tastes better and
although yields are lower the quality is
superb. As well as increasing cacao production, the TCGA wants to diversify and, with
organic status, they find they have an
advantage. This season the TCGA grew a
trial crop of 5 tonnes of red kidney beans
and 5 tonnes of black beans which Green &
Black agreed to purchase at EU organic
market prices. A considerable increase is
planned for 1999 because quality is excellent and prices are good.
Ginger is also being planted around the
edges of the cacao trees and produces a
good crop. This increases earnings from the
same area of land enabling farmers to look
after two crops at the same time. The ginger
does not compete for fertility with the
cacao. Annatto has also been grown widely
and is processed in the villages to produce a
yellow colouring paste which can be used
in organic margarine and butter.
Social gains
First, cacao production has strengthened the
position of women. Unlike rice, post harvest
processing is an important part of cacao production and women play a key role. Beans
are fermented in boxes next to houses for
five days. Once they are fermented, they are
dried in the sun, turned, and protected from
rain. Women control these operations and as
a result they can benefit directly from the
income generated by cacao.

Second, secondary education in Belize is
free, but the nearest high school is in Punta
Gorda, 20 miles from the villages in the
Maya Mountains. With no daily bus service,
students have to board with families in
Punta Gorda, a significant cost. As a result
of increased cacao income, more students
go to high school and a bus service has
been set up on a daily basis. There is even
talk of building a high school in one of the
central villages.
Third, the TCGA has become a unifying
force in a community where there are two
distinct cultural and language groups: the
Kekchi Maya and their neighbours the
Mopan Maya. Mistrust and suspicion
between the communities had been exacerbated when aid workers, missionaries
and government officials were suspected of
favouring one group over the other. Within
the TCGA there is one shared goal - to sell
Green & Black’s as much good quality
cacao as possible.
Challenges ahead
The leaders of the TCGA are respected figures in their local communities, consulting
to ensure that the Maya speak with one

voice on matters where their community
has hitherto been weak and divided. This is
important as there are challenges ahead.
Traditional landholding patterns based
on use have been weakened by
Government policy and land the Maya considered to be their reservation land has
passed to Malaysian and Chinese logging
concessions. Loggers damage watercourses
and take out all the valuable trees leaving
only an impoverished landscape. This land
could be reclaimed for organic cacao with
the replanting of mahogany and other hardwoods but government policy discourages
this. Government is also reluctant to recognise the historic right of the Maya to occupy and harvest their homeland.
To support their claims the Toledo Maya
Cultural Council, in conjunction with the
Indian Law Resource Centre and the
National Geographic Society, recently produced a 150 page Maya Atlas that details
Maya land use and occupation patterns in
the Toledo District. The Council stakes a
claim to land that has been used by the Maya
for hundreds, indeed thousands of years.
Plans by the Interamerican Development
Bank (IDB) have also threatened Mayan land

security. The IDB has agreed to pave the
Southern Highway, the road to the South,
and this will open up the area to more economic activity. Originally IDB funding was
conditional on the recognition of Maya
rights, but these conditions have not been
satisfied and, despite Maya protests, the construction of the highway is now open to tender. The Toledo Maya Cultural Council have
taken their appeal to the Belize Supreme
Court of Justice and it may well end up in
the Privy Council in London if their legally
legitimate claims are not satisfied.
Despite these problems we hope that
Maya Gold will continue to serve as a model for larger projects and that our trading
and marketing venture with the Maya of
Belize will become typical of the way ethical trade can be conducted globally.
■
Craig Sams Whole Earth Foods, 269 Portobello Road,
London W11 ILR, UK Phone: +44 171 229 7545 Fax +44
171 221 6416; Email 100520.416@compuserve.com
Web: www.earthfoods.co.uk/wearth.home
In 1967, Craig Sams founded Whole Earth Foods
expanding from an organic macrobiotic restaurant into
retail and then into wholesaling and manufacturing.

Organic agriculture lessons from the field
Studies have shown that organic agriculture is
economically viable, that farmers can achieve
more income as a result of premiums and that
they need fewer inputs to maintain returns.
Organic systems are based on the optimum use
of local resources and technologies and can
give farmers greater independence and more
control over their means of production.
However, more comprehensive monitoring is
needed to analyse their sustainability and
impact.
Many farmers enter organic production
because they want to farm in a more holistic
way. Other major stimuli for developing organic agriculture include environmental and social
concerns, economic necessity, a lack of chemical inputs, and market demands. Small farmers
are also encouraged to take up and stay in
organic farming by the prospect of being able
to produce more food at the subsistence level,
having a larger surplus for local sale, or being
able to cultivate a product of significant export
value. Farmers are most responsive to organic
agriculture when they have not been exposed
to the ‘chemical message’ and their farming
systems involve traditional or nil inputs. When
production is relatively labour intensive and if
farmers have the chance of developing the
organic concept themselves they are also more
inclined to convert to organic agriculture.
Farmers are less likely to take up organic farming in situations of high labour cost and labour
scarcity and where there has been an overexposure to the chemical message . Farmers
with relatively mechanised farms and a commitment to high input, high output strategies

are also less likely to convert. Insecure land tenure means small farmers will be reluctant to
plant permanent crops.
Local and foreign NGOs, local and foreign buyers, government agencies and large private
farmers are generally the main initiators of
developments in organic agriculture.
Development often occurs at one focal point
and spreads outwards to link a widening range
of organisations. In Egypt, the Dominican
Republic and India, pioneering work by individuals has lead to the development of local
organisations capable of representing the
organic sector and to government recognition
programme provides access to premium prices
if certain practices are followed. It functions as
an effective extension method with the capacity to support sustainability.
The challenge of going organic
Organic agriculture relies on natural predators
and an understanding of local soil and environment. It is knowledge intensive and, from the
beginning, requires more design and management. When farmers only known chemical solutions, implementing control of pests and diseases through measures such as rotation, composting and time of planting represents a major
change. Organic agriculture requires time and
well-trained extension workers. Active organic
management is required for a least twelve
months before organic status is conferred.
Benefits will not be immediate and small farmers will require considerable support in the first
years. High input farmers will require financial
support such as capital grants or annual area

payments to offset the financial problems associated with conversion. Studies show that, in
Western Europe, farmer’s enthusiasm for organic agriculture correlates closely with the size of
the conversion grants available.
It is probably no accident that coffee, cacao
and tea are so prominent among the organic
products supplied by developing countries.
Conversion often does not involve radical
change. These crops are often planted with
shade trees even in conventional systems and,
as such, they support a diversity similar to that
encouraged in organic systems. Organic cocoa,
for example, in contrast to conventionally cultivated plantation crops such as citrus, supports
biodiversity and because the ground is not disturbed or cleared during planting and the root
structures of other trees remain intact, soil and
water resources are also conserved. However,
an annual cropping system on bare, semi-arid
land where there is little diversity and where
few farmers can afford livestock will require
much more time before it becomes a viable
organic system. These factors represent a significant challenge to the small farmers’ motivation
to converting to organic production.

David Crucifix, International Programme, Soil
Association, 86 Colston Street, Bristol BS1 5BB, UK;
Phone +44 117 929 0661; Fax +44 117 925 2504;
e mail soilassoc@gn.apc.org
Reference
- Crucifix, D and Blowfield, M Organic agriculture
and sustainable rural livelihoods in developing
countries, Soil Association, 1998. A study commissioned by the Natural Resources Institute, UK.
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The weakest go to the wall
Plans for an expensive and unreasonable control mechanism to monitor small farmers’
co-operatives are in the pipe-line threatening the livelihoods of thousands.

Petra Heid

rganic produce is increasingly popular in Europe and a wide variety of
products are available. All products
are subject to inspection according to the
guidelines of the current European regulation 2092/91. Under this system organic
produce is deemed to comply with these
standards if it can be proven that it has
been subject to comparable guidelines and
monitoring procedures. This makes it possible to monitor products originating in a
wide variety of climatic conditions and
agrarian structures. Monitoring small farmers (normally co-operatives) in Latin
America, Africa and Asia, who are the main
producers of organic coffee, for example,
has proven to be an extremely arduous
task. We are now trying to develop a practical and sophisticated monitoring procedure that is applicable to different farming
structures and that meets stringent EU
requirements for a 100% inspection rate
and spot checks.

O

EU procedures
Over the years the various international certification organisations have each managed
to develop such modified monitoring
systems. These have been incorporated
within the requirements of the IFOAM
accreditation programme and have been
accepted by the EU.
Several European member states are now
questioning the reliability of these control
mechanisms. France in particular is
demanding a stricter spot check regime of
small farmers’ organisations. This would
inevitably lead to higher inspection fees for
these organisations. An even less acceptable consequence would be, however, that
the improvement in quality envisaged by

this measure might lead to exactly the
opposite!
Ever increasing numbers of small
farmers’ co-operatives, especially in Latin
America, have converted their production
to conform with organic agriculture guidelines. A more sustainable approach to farming diminishing agricultural areas has
brought farmers a more dependable and, in
some cases, even richer harvests, which
they can sell at higher prices on the international organic market. This has made a
major contribution to improving the living
standards of hitherto economically disadvantaged small farmers, and to strengthening their self-governing organisations.
Small farmers’ groups wishing to sell
their organic produce to European member
states have to agree to be inspected at least
once a year according to European regulation 2092/91. This involves experienced
inspectors from monitoring organisations
recognised by the EU making on-site
inspections, interviewing the farmers and
checking their records. On the basis of this
information they decide whether the production, processing and marketing of the
organically cultivated produce meets
requirements. It is extremely difficult to
inspect all the small farming units that
make up a group. In large organisations,
comprising hundreds or even thousands of
small farmers from several villages scattered over an area of up to 10,000 square
kilometres, it is absolutely impossible for an
inspector to perform this task in a reasonable time and at reasonable expense.
Complementary control
Years ago, with the primary objective of
solving this difficult problem, Naturland
and other international certifiers guided by
the IFOAM accreditation programme,
IOAS, introduced a ‘quality control system’

Photo: Petra Heid

Inspection of
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small farmers’ groups
is a severe challenge
to any certifying
organisation.

(see Box) that would be a major component in the inspection procedures applied
to small farmers’ groups. The idea was to
establish a framework for these organisations enabling them to establish and develop internal control mechanisms. Selected
employees were trained in special courses
and became qualified inspectors capable of
assisting EU inspectors. This meant that the
local inspectors were entrusted with the
inspection of each small farmer’s plot
according to European regulation 2092/91,
enabling EU recognised inspectors, on their
annual visit, to concentrate on the processing and marketing of the organic produce
and to determine whether the internal quality control system was operating satisfactorily.
A precondition for the establishment of
such quality control systems is an enormous transfer of know-how from the certification organisation responsible to the
small farmers’ groups. This is the only way
small farmers’ groups can be educated step
by step towards assuming some of the
demanding tasks involved under EU
requirements. This means, for example,
developing standards within the small
farmers’ organisation which are equivalent
in stringency to EU regulation but are worded in such a way that members can understand them. Furthermore reference is made
to local conditions and to the organic cultivation of indigenous crops. A team of advisors must ensure that these internal standards are communicated to all small farmers wanting to join the organic programme.
Locally trained inspectors will then check
whether each of the organic units is complying with these standards. Local inspectors have an exact knowledge of their
region, its inhabitants and farming methods
practised, and can also take part more
intensively in inspection procedures. They
can work with more insight and more
cheaply than an official from a EU recognised inspection organisation.
The internal quality control system is
examined by the external European inspector on the basis of the data produced by the
small farmers’ organisation concerned. Its
quality and veracity are tested in spot
checks in the form of on-site inspections
and interviews with randomly selected
small farmers. If inspectors discover flaws
in the internal inspection system, the spot
checks and on-site inspections are
increased. If, on the other hand, all is satisfactory, the number of spot checks may be
reduced. This flexible method of proceeding motivates small farmer groups because,
if internal quality control is done well, the
work load of the external inspector can be
reduced and money can be saved.
In introducing internal inspection
systems, Naturland and other international-

ly operating certifiers first invested much
effort in convincing and guiding small farmers and in restructuring procedures.
However, this effort was rewarded.
Production co-operatives managed to establish economically viable quality control
systems and data became available for statistical purposes and for correcting any
weakness identified.
Threats
The plans now in the pipe-line will mean
that most of this effort was a waste of
energy. Brussels is debating a procedure
whereby EU organic control of small
farmers’ groups will be put on a different
footing. The percentage of small farmers
who are to be subject to spot checks by the
external inspector will be set,and no matter
how good the internal inspection system is,
at least 10% - 30% of all small farmers in an
organisation will have to be inspected
annually by an external inspector who will
visit their farms. Presently, it is the external
inspector who determines the percentage
of inspections after consultation with the
certifying organisations. In the case of
large, well-organised small farmers’ groups,
this was significantly below the envisaged

percentage (about 2% - 5%), whilst smaller
organisations were subject to a considerably higher percentage (20% - 50%).
Fixing spot-check ratios will diminish the
flexibility and adaptability of the system
and may result in a rigid, over-expensive
and unrealistic construction. Even if the
level of spot-checks decided upon is only
10% it will still mean increased inspection
charges, especially in the case of small
farmers’ groups with a large number of
members (500 or more). Here a rapid deterioration in the quality control system can
be expected, since the time available cannot be expanded at will to accommodate
the disproportionate increase in the number of spot-checks required and a drastic
inflation in the inspection charges cannot
be avoided.
Let us take the example of a coffee cooperative in Mexico with 2,100 members
that cultivates organic coffee over about
4,200 hectares. At an inspection rate
requirement of 10%, this would mean the
external inspector visiting 210 farms even
though each of the 2,100 members had
already been subject to internal inspection.
An inspector who is expected to verify the
documentation provided has to allow

Criteria for the quality control of small farmers’ organisations
The performance of tours of inspection of small farmers’ groups which can comprise several
thousand members with widely scattered plots of less than two hectares on average in poorly
accessible regions is a severe challenge to any certifying organisation. The aim is to follow
a practical procedure which will meet the requirements for a 100% inspection under the
EU regulation 2092/91 and keep inspection charges at a level acceptable to all the parties
concerned. Naturland, as one such certifying organisation, has devised special criteria for
quality assurance, in co-operation with the inspection organisation IMO (Institute for MarketEcology) and in accordance with IFOAM’s accreditation programme. These criteria are the
basis for Naturland’s certification of small farmers’ groups.
Development of internal standards
Every organisation is obliged to develop internal standards for organic agriculture applicable to
the crops cultivated and in compliance with EU regulation 2092/91 and to pass these on to all its
members farming organically.
Proof of a well-managed advisory system
Proper advisory services are indispensable for the successful application and development of any
method of organic agriculture. It can be realised either by an external advisory service or an internal advisor, whereby agricultural engineers experienced in organic agriculture form the core of a
team of advisors who, in turn, instruct experienced farmers who have contact with every member
of the organisation. In this way they ensure that every farmer is familiar with the internal standards
determined by the organisation and applies them correctly.
Performance of qualified inspection
In order to comply fully with EU Regulation 2092/91, every small farmer must be inspected at
least once a year. This inspection is performed by specially trained and qualified staff of the small
farmers’ organisation, who visit every plot and document the results in exhaustive survey files.
Particular attention is paid to ensuring that the inspectors do not visit their own locality.
Documentation of all procedures and organisation structures
A contract has to be drawn up between each small farmer and the organisation to which he or she
belongs. In this contract the small farmer pledges to maintain internal standards determined and
specific penalties are agreed upon for every infringement. The organisation is obliged to provide
comprehensive proof of the results of each inspection before the harvest begins and to maintain
lists of the producers. Purchasing lists and all records documenting the flow of goods to the point of
export are an equally important component of the organisation’s internal quality assurance system.

enough time to visit the farms and to conduct interviews with the farmers. The
inspector can only visit four to eight producers at the most per day and there are
also the more remote farms that can only
be reached on foot.
This means that an inspector would need
at least thirty days or more only to spot
checks the small farmers and even if local
specialists were asked to assist, this inspection procedure would cost the small
farmers’ associations a fortune (between
US$ 5,000 and US$ 12,000). Organic production would no longer be economically
viable.
What will happen if the amendment
planned in Brussels is passed? ‘Time is
money’ is the motto. In order to save time,
interviews with farmers will be kept short,
probing conversations and skilled questioning to reveal less obvious but important
details, enabling the situation to be judged
more realistically, will become a luxury and
be scrapped. Only those plots that are
easily accessible by foot and car will be
checked regularly. These ‘show-case farms’
may well be managed in an exemplary way
since they will be expecting external
inspectors to visit them regularly. In order
to cope with visiting the large number of
farmers to be inspected in a few days, the
temptation will be great to enrol cheap
assistants. It is quite conceivable that
recourse will be taken to inadequately prepared and poorly instructed assistants in
order to be able to achieve the inspection
target. In short, the ‘practical’ side of the
external inspection may be so adversely
affected that it makes no sense at all.
A percentage which may be too high for
the larger small farmers’ organisations may
be too low for a very small organisation. In
the case of small farmers’ groups with just
twenty members, for example, the inspector would, in theory, only have to check
two farms. This is far too few to enable a
judgement to be made as to how well internal inspection systems are working.
These examples make it clear that strict
regimentation of the inspection procedure
as in the current concept will do nothing to
produce the intended results. Naturland, is
making a case for the percentage of spot
checks to be graded in a reasonable way,
bearing in mind the number of members in
a small farmers’ group, with the aim of
maintaining expenses and quality at an
acceptable level and enabling the small
farmers’ groups to take an active part in the
running of their organisation as partners in
organic agriculture, whilst not denying the
European Union or the consumer their perfect right to be supplied with organic produce of guaranteed quality.
■

Petra Heid, International Section Naturland e.V.,
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Sustainable agriculture
needs sustainable markets
’I like your talk about saving the environment... But what is in it for me?
(a realistic Kenyan smallholder farmer)’

Jos van Oostrum

any farmers in situations of radical
change and uncertainty trying to
conform to ‘best practice for
sustainability’ are asking the same question.
How to combine making a living with conserving their resource base. Kenyan smallholders got together with the Association
for Better Land Husbandry (ABLH) in 1993
to develop a conservation for business’
approach in which farmers’ groups committed themselves to developing a business
plan.
Since then remarkable progress has been
made in promoting conservation farming
practices. In 1992, few would have thought
it possible that small farmers could increase
their self-sufficiency in maize from 22% to
48% or that they could decrease the incidence of hunger in their communities by
33%. Sales of vegetables produced by farmers who have adopted the conservation for
business approach have increased dramatically and their dependence on the market
for their own vegetable supplies have
declined equally significantly (Hamilton,
1997).
Working as a team, farmers and facilitators in four ABLH target areas in the districts of Busia, Kakamega, Kirinyaga and
Vihiga managed to ensured a continuous
supply of 24 fresh and 12 processed
Conservation Supreme certified products
to 14 different market outlets in Nairobi
and Kisumu, over a period of 14 weeks.

M

Impact of conservation farming
ABLH and partner agencies aim to help
rural people to overcome poverty by
increasing their food production and generating income on the farm. The project follows a participatory approach. Farmers are
helped to develop their skills, organise
their activities and become credit worthy.
They test the suitability of new practices
and set-up farmer-to-farmer advisory and
training services. A basic principal is that
farmers can make economic progress without having to make large cash investments
and practices requiring little or no cash
inputs - a very important feature when dealing with poor farmers - have been introduced. Double digging of vegetable beds (a
system of deep digging and incorporating
compost into the soil) in home gardens, for
18
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example, has had a significant effect on
small farmers’ livelihoods. Combining
water harvesting, recycling organic matter
and introducing different types of vegetables has also proved successful and has
been extended beyond the kitchen garden
to the maize fields.
Linking farmers with markets
As conservation farming becomes more
widely adopted, smallholder farmers have
to sell their surplus farther away from
home. Increasing demand from urban centres and international markets offer attractive opportunities but at present many farmers are exploited by traders and middlemen.
In response, ABLH has set up the
Smallholder Marketing and Certification
Project (SMCP) which aims to promote fair
trade, fair and stable prices and the opportunity for small farmers to trade directly with
big buyers by marketing Conservation
Supreme (CS) and organically certified
products.
CS is similar to the Integrated Arable
Farming (IAF) system that replaces chemical inputs of pesticides and minerals with
mechanical and biological products and
processes. It does not ban them entirely.
IAF requires a considerable change in farming practices and the adoption of different
environmentally friendly technologies.
Farmers are advised to manage their farm as
an ecosystem and they must observe, interpret and anticipate. The CS pilot project has
been undertaken by SMCP and marked the
start of a joint learning process, that formed
the basis for certification procedures and
standards to be developed on a larger scale.
It also created consumer awareness.
Project aims
First, the project aimed to develop CS products in selected stores and extend the CS
concept and standards for certifying and
regulating crop production. Second, it
aimed to show the potential of collective
marketing of fresh and processed smallholder crops in accessing and maintaining
stable and profitable market opportunities.
Finally, it was concerned with developing
low cost strategies for conservation-based
food businesses capable of reducing poverty, improving rural people’s livelihoods and
boosting rural economies.
Conservation Supreme and organic standards offer quality assurance to the customer. Once an awareness about conservation
products has been created, consumer
demand can be establish and smallholder
livelihoods and the environments in which
products are produced can be improved.
As farmers often find themselves in an

uncertain and unfamiliar market situation,
the aim of the CS project was involve them
in marketing their products and increase
their knowledge and confidence. The project guides farmers from producer organisation, to handling organisation to farmers’
own marketing and distribution agencies.
It facilitates group networking, bringing
farmers together to share experiences and
market collectively. Model food processing
factories were set up and farmers were
actively involved in production and training.
Maintaining a constant and sufficient
supply of CS quality produce is a major
challenge. The farmers involved in the first
pilot project were rainfed. Farmers with
access to irrigation water were later identified to ensure continuity of supply through
the dry season. The integration of irrigation
and rainfed farmers will require training,
careful planning and a clear division of
roles.
Transport is a determining factor in the
profitability of any CS food business and
transport costs must be reduced to the minimum. Smallholder groups should be spatial
concentrated. In the project the groups
decided to pay the farmer driver (vehicle
was supplied by ABLH), and to contribute
to networking costs (a 10% levy on fresh
sales was agreed and paid by the farmers).
This was re-invested in the project and
farmers agreed to put aside 5% of revenue
as group savings.
Product identity
CS produce acquired a distinct identity in
the stores because farmers labeled and packaged them. The public reacted positively to
the CS concept. However, price premiums
could not be expected in the first trials and
active lobbying will be necessary to explore
opportunities in niche markets.
Farmers were able to trade directly with
market outlets and avoid exploitation by
brokers and middlemen at farm-gate level.
They were exposed to real market situations, including timely deliveries, different
modes of payment, and the negotiation of
orders. They could also explore opportunities. The transfer of information between
market outlets and the groups has been
critical.
Group and business capacity building
The development of organisational and
management capacity at farmer and facilitator level is as important as new technology
in the conservation for business approach.
Farmers in the project formalised their relations through networking by establishing
Farmer Action Associations. Amongst other

things they were training in production
scheduling, grading, recording, and
accounting and this greatly improved their
knowledge, skills and self-confidence.
Exchange visits were used to enhanced
farmer to farmer learning and interaction,
creating a ‘develop ourselves attitude’ as a
first step towards empowerment.
The complexity of human interaction in
practical approaches to rural development
demands a balanced, step-by-step development of skills, capacity and confidence.
Any scaling up of the CS programme next
year must include a proper staff development programme and a significant increase
in staff numbers.
■
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The concept of added value
Value adding is a concept that has been adopted by development agencies world-wide.
However, this strategy sometimes involves setting-up sophisticated production processes in
places where electricity supply is unstable and
facilities for repairs are non-existent. The
effect on consumer confidence of factors that
disrupt supply is often disastrous. In this article the concept of value adding is explained in
the context of developing countries. Several
examples are given of the pitfalls of value adding strategies and some case studies are discussed.
The lessons to be drawn from examples of failure have a wide application as the following
case studies show.
Senegal: A group of Senegalese women used
to do very well selling dry fruit on Dakar’s
local, informal market. They decided to venture into the local tourist and supermarkets
trade and their co-operative acquired an
expensive sizing and packaging machine.
However, the drying was of poor quality and
did not appeal to the targeted middle class and
tourist consumer. Meanwhile, the product had
become too expensive for the traditional customers.
Kenya: in Kenya, a German NGO invested
heavily in fruit drying projects involving hundreds of producers. However, no marketing
plans were made. The NGO was obliged to
buy the products itself and found it could not
sell them.
Philipinnes: three coir (coconut fibre) processor co-operatives in Samar, the Philippines
were supplied with processing plants by a
Netherlands donor. However, because the cooperative members considered themselves
workers, any attempts to involve them in
improving the plant failed. They had no sense
of ownership or responsibility for the new
materials and infrastructures.

The basic idea
Such experiences are not uncommon. Many
producers’ groups, entrepreneurs, and NGOs
attempt to add value to the product but instead
of the expected profits, they make losses. As a
product moves from raw material to end product, its value can increase. It is legitimate that
small producers should strive to maximise the
return on their product by
processing it further. Without
market surveys, appropriate
A feasibility study was conducted for the organic production of
technology and skills, howevsunflower oil in the Bungoma district in Western Kenya at the
er, there is a very real danger
request of the HOPE Community Development Programme. An
of failure. Market oriented valanalysis of HOPE’s production cycle involved the following
ue adding is directly related to
questions:
what the customer is willing
• Is using a different seed variety as profitable as it seems?
to pay. Market oriented solu• How much more does it cost (work, money, time etc.) and
tions involve making the
what are the profits?
product as attractive as pos• Is it viable to offer cold pressed sunflower oil which has a
sible to customers by adjustbetter price on the market?
ing the appearance, quality,
• How much extra would it cost and what are the extra
quantity, and the emotional
returns?
value of a product and providThis research resulted in a action plan for the next four years
ing the right service or promoting the product in such a

way that it reaches the target group. First, the
potential consumer has to be defined and then
producers can focus on what the customer
wants. Knowing the market is to understand
the potential value of the product. Without
knowing the potential value of the product, it
is difficult to use the right value adding strategies. Such strategies include adding emotional
value (for example, the attractions of organic
products to the customer); packaging and giving more attention to the promotion.
There is an overlap between production
oriented and market oriented value adding.
Production oriented value adding involves
offering good quality products and thus lowering production costs as much as possible.
Once a definition has been made of what can
be expected from a product, a list of value adding extras can be defined. The clearest and
easiest method of determining whether value
can be added to a product is to go through the
production cycle (see Box). Before reaching
the customer the production cycle goes
through the following stages: crop selection,
planting, weeding, fertilising, pest control,
harvesting, transport, storage, post harvest
activities, and processing. At each stage choices can be made that may lower production
costs and give additional value. Some choices
can be implemented by the producer others
require knowledge, labour, machines and
money from outside sources.
Standardisation and preventing loss
Standardisation of the production process
increases efficiency and leads to cost reduction and therefore profit maximisation. The
lack of standardised production procedures,
proper production process lay-out, clearly
defined tasks and operation procedures for
workers often result in low product quality,
accidents and disastrous losses. The losses,
wastes and financial costs resulting from low
and variable quality of products in developing
countries are high. Proper harvesting and processing techniques, together with adequate
storage facilities can, for example, protect
small holders from the rodents, insects and
humidity that can destroy up to 25% of their
stored product. (J.W.Clay, 1996).
Efforts to add value to a product should be
carried out with caution. Interventions that
seem an obvious way of increasing profits can
easily lead to the opposite result. Marketing,
the various stages in the production cycle, and
the best way to structure production must all
be carefully analysed in the context of costs
and benefits. This is particularly important
when working with small-scale producers who
are extremely vulnerable to the consequences
of poorly developed ideas.
Jane Aerts, Green Development Foundation,
Leliegracht 19, 1016GR Amsterdam, The
Netherlands. Email: greendevelopment@hotmail.com
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Regional typical food
production is a promising
option for marginal rural
areas. Experiences from Italy
show that where production
per hectare is low, prices per
kilogram can be high.
Value is added to these
products primarily during
processing and marketing.
However, there are obstacles
to introducing regionaltypical food production and
these problems are often
organisational not technical.

Regional typical food production
the value-added scenario
Hielke S. van der Meulen

mbria is known as the The Green
Heart of Central Italy. Predominantly rural, with a low average population density, its farmers produce a large
number of typical food products. These
include Lenticchie di Castelluccio (lentils),
Casciotta di Norcia (cheese), Patate Rosse
di Colfiorito (potatoes), Olio di Spoleto
(olive oil), Sedano di Trevi (celery),
Tartuffo Nero della Valnerina and Tartuffo
Biancho di Umbertide (black and white
truffles), Miele di Gubbio (honey), Farro di
Monteleone di Spoleto (spelt), Sagrantino
di Montefalco and Orvieto Classico (wines).
This article discusses the marketing of two
of these products: lentils and spelt.

U

Castelluccio lentils
Castelluccio di Norcia is a small town high in
the Apennine mountains. The surrounding
plain (1300 meters) is surprisingly barren and
is generally used as sheep pasture. Rye, fodder and lentils are cultivated on the low-lying
peaty land where acid soils yield small quantities of tiny, but tasty lentils (Lens culinaris).
The volcanic soil of Monte Vettore could
produce three times the volume of lentils per
hectare, but these do not cook well and have
a ‘muddy’ taste. In recent years the Piano
Grande di Castelluccio, has become a major
summer tourist attraction. At the end of
August the lentil crop is harvested and
threshed. Old wooden combines stand scattered over the fields and people travel great
distances to buy lentils directly from the
farmers. They prefer to buy uncleaned lentils
mixed with small stones and straw to avoid
being cheated. Genuine Castelluccio lentils
sold in shops carry a hall mark as a guarantee.
20
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Castelluccio lentils cost about US$8 per
kilo off-farm and US$10 in the food store,
more than twice the price of ordinary lentils. Tourism has stimulated price and
helped spread their reputation throughout
Italy. Farmers of the Colfiorito Plain (800
meters) are trying to copy the Castelluccio’s
success but have run into problems. Their
product is less palatable, tourism is less, and
Colfiorito is traditionally well-known for red
potatoes and chick peas (Cicer arietinum)
not lentils. Images are hard to change!
Monteleone farro
Farro di Monteleone di Spoleto is similar to
Lenticchie di Castelluccio in product type,
scale of production and image. But processing techniques, packaging and marketing
strategy have played an important role in its
success. It is, however, not a village product. It is a region-typical product launched
by one family.
Farro (Triticum dicoccum) is an ancient
cereal and has been a staple food for 2000
years. It is still grown in mountain regions
throughout the Mediterranean. It is highly
resistant to pests, drought, cold and poor
soils and is therefore an excellent crop for
organic farming. Chemical fertilisers and
rich soils have an adverse effect on productivity. This is particularly true for Triticum
Dicoccum Durum, a variety cultivated on
the high plain of Monteleone di Spoleto.
After ploughing and sowing in October, no
further weeding or care is needed until it is
harvested in August. Only sheep manure is
added to the crop and sheep breeders
receive straw in exchange for mature sheep
dung. Yields average 1500 kilogram per
hectare. In Monteleone di Spoleto the classical rotation is one year farro, one year barley and three years lucerne/grass meadow.

According to local farmers the most appropriate soil has ‘iron in it’. It gets as hard as
steel and red as rust when dry.
Farro is used as sheep fodder but in difficult times farmers eat it as well. Traditionally, broken grains were added to a vegetable
soup or minestra. Its special quality is that
it does not get too soft when cooked.
Threshing farro is a laborious process
because there is a double chaff and it is difficult to break the grain. Most of the women in Monteleone abandoned farro da
minestra after the Second World War.
However, Giuliana Cicchetti began to trade
her farro to families in the village in order
to pay her children’s school fees. When
work became too heavy, she asked her husband to invent something to help her.
During the 1980s Renato Cicchetti built an
eight-stage processing plant from various
machine parts. Today this home-industry
provides a living for three families.
The Cicchetti’s have four grades for their
products: whole grains, ‘minestra’, flour
and popped farro. The products are all
packed in air-tight packets weighing 500
gram. The pack carries information about
the origin and special qualities of
Monteleone farro and suggests recipes for
soups and pastry. Ciccetti’s two sons deal
with marketing. They visit every shop in the
area and present their products at food fairs.
Cicchetti’s Farro d’Oro (golden farro) is
now sold in food stores and delicatessen
shops throughout Central Italy. The Ciccetti
family control each link in the production
chain. They add the value and they keep it.
As demand for Monteleone farro grew,
the Cicchetti’s began to borrow land from
families who had left the village for Rome
and from retired farmers. Other farmers in
the neighbourhood tried to profit from

Lentil straw is turned
using traditional wooden machinery.

growing, processing and selling farro but
they have not been able to reach the same
standard of processing and marketing. If the
farmers of Monteleone were able to agree
on common production regulations and a
definition of their farro products, instead of
competing over price and product innovation, an entire economy and culture could
be constructed. Such an economy would
make it possible to preserve the liveability
and landscape of this beautiful area.
Tradition: a unique selling point
Lenticchie di Castelluccio and Farro di
Monteleone di Spoleto are successful
because they draw upon relatively exclusive
traditions. These relate to two aspects of
local culture: agri-culture and eating culture.
Monteleone farro is processed according to
traditional techniques which are difficult to
imitate and account for a large proportion of
the added value. In the case of Castelluccio
lentils, soil and micro-climate are important
elements that provide extra value.
It can be argued that in Castelluccio even
the soil is the result of tradition. Years of cultivation has turned the swampy valley bottom into arable land with unique properties.
Tradition has value on the market.
Industries gladly abuse it and farmers often
ignore it. This does not mean that new
products cannot establish a name as regional specialities. Every tradition must start
somewhere and tradition is practically the
only selling point that cannot be reproduced. It is unique.

tion. The first step is for local producers to
agree on common regulations. The resulting
label will usually be based on self-certification. The next step will be the application
for the national Italian DOC-label or its
European equivalent the PDO (Protected
Designation of Origin). The growing use of
hall-marks shows that regional typical food
production is becoming a social construction that needs to be protected against the
quick flows of information and investment
capital in modern society. It is far from
being a ‘natural’ product of geo-physical
conditions and local tradition. Farmers and
processors often feel pressed to adopt technological innovation. In general, the more
courage producers show in restricting
themselves, the greater the success of their
regional typical product.
Low external input agriculture?
Though regional typical food production is
low-external-input in nature, it is characterised not so much by the reduction of costs,
inputs or energy but by the value added to
each unit of product. This goes far beyond
the adjustments involved in simple commodity production. Since it involves processing, packing and marketing, the benefits of regional typical food production filter from the farming community into the
wider economy.
The creation of added value linked to a
particular region tends to make the sale of
food products more sustainable. Without
sustainable sale, sustainable agriculture
seems impossible as low prices and an insecure market easily leads to the exploitation
of the soil.
Third World countries certainly have
considerable potential when it comes to
developing regional typical food production. Gradually some of the products have
found their way through the same trading
networks used for durable consumer
goods. The major problems will arise from
the ‘social construction of quality’. This
means the organisation of production and
processing according to a set of more or
less strict common rules and the limitation
of production volume in order to maintain
scarcity on the market.
The personal primary needs of poor peasants should be fulfilled. However, we
should bear in mind that in Europe, many
high-priced regional typical foodstuffs were
part of a poor man’s diet until very recently.
Regionally typical food production strategy
is, by definition, restricted to specific
regions and specific groups of producers
who can distinguish themselves from the
‘rest’. It is not an alternative to political
measures to tackle the structural problems
of poor and ‘backward’ areas.
photo: H. van der Meulen

Marketing
However rich the tradition and unique and
difficult to reproduce the product, the success of a regional typical food product ultimately depends on the marketing efforts of

producers and traders. It is important to
market a regional typical food in the context of the area of origin and retain the association with local and unique culture and
landscape. The product should not come
from one entrepreneur but from several
farmers. This makes the product more
authentic and credible to the consumer.
The harvesting of Castelluccio lentils during the August tourist season is a perfect
example of how a region can be successfully sold. Producers in an area with clear-cut
boundaries, with characteristics that can be
easily visualised and with a name of their
own, have a strong marketing advantage.
Another important factor in promoting a
product is the package. The commercial
success of the Monteleone farro produced
by the Cicchetti family is largely the result
of the delicatessen image of the packaging
and the clear written text that informs the
consumer about its origin, characteristics
and how it should be prepared. Farro is
sealed in a solid vacuum pack. This reduces
the risk of decay and makes food store owners more willing to experiment. The
Cicchetti’s wanted to sell their farro products at a relatively high price and give the
retailers a fair margin. In Italy, the delicatessen approach to food marketing attracts
better prices than approaches that centres
on the rustic, organic or environmentfriendly. Italian farmers are very capable of
‘radiating’ high-quality images and convincing buyers by demonstrations of passion
and good taste. Another critical factor, at
least in the initial phase of entering the market, is direct contact between producers,
consumers and retailers. This enables producers to get the extra price they need to
cover higher production costs. It also provides them with feed-back and helps them
improve their product or presentation.
Personal contacts with buyers must be seen
as an investment in future sale.
A final important factor in the marketing
of regional typical food products is certifica-

Sale of lentils to tourists.

■
Hielke S. van der Meulen, Department Rural
Sociology, Wageningen Agricultural University,
Hollandseweg 1, NL-6706 KN Wageningen,
Phone. +31-(0)317-483032;
E-mail: hielke.vandermeulen@alg.swg.wau.nl
I L E I A N E W S L E T T E R • DECEMBER 1998

21

Creating a green market
Experiences from Green Net-Thailand
Vitoon Panyakul

uring the last few years the organic
market in Thailand has been booming and the number of green shops
has increased from zero in 1992 to around
40 shops in 1997. In the long-term the
national market looks quite promising.
There is an increased awareness of the
health and environmental issues involved
in organic food consumption. Due to the
macro-economic recession, consumers
have had to cut down on ‘luxury products’
which has affected some categories of
organic food and environmental products.
However, increasing number of people
have become health conscious and are
spending more on health food. Because of
the economic slump many are tending to
cook and eat more at home. This has
increased the amount they spend on basic
food items, such as rice, vegetables, fruits.
The organic market in Thailand is a new
market and there are still only a few operators in the business. A much larger market
is waiting to be tapped. At the moment
there is little competition among the operators and most of them can co-operate at
some level. Present competition centres on
product availability, assortment, and product information. In the future this may shift
towards product quality and services.
Most sales take place through green
shops and green corners in conventional
shops. In green shops there is a personal
relationship between customers and sale
staffs and this is an advantage particularly
when it comes to promoting new products.
In conventional stores there is little communication with consumers but this type of
store is better located and more accessible.
A smaller volume of sales passes through
regular lunch-time stalls in office buildings
and through membership/home-delivery
systems. These services make it possible to
keep in touch with consumers and their
reactions can be passed on to producers
thus helping improve product quality.
Outside the domestic market, the ThaiEuropean Fair Trade partnership on jasmine rice has shifting its focus to organic
rice. Around 10-20% of a total 150 tons of
rice is now inspected by Swiss-based
inspectors and certified according to EC
regulation. Apart from jasmine rice, the
European groups have also become interested in indigenous rice varieties, nonGMO-organic soya oil, and dried fruits.

D

Improvements are needed
It is clear that to unlock the potential market, we need to improve product quality
and quantity. First, most products are only
22
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available seasonally: at certain period there
is too much and at others not enough to satisfy demand. Continuity must be guaranteed so that marketing can be planned and
some degree of reliability is necessary.
Second, many products are of low quality
and are rejected by the A class consumers
who are the largest group purchasing
organic product at the moment. Third,
product quality is not consistent. In one
delivery the product will be good but in the
next it will be unacceptable. Fourth, product assortment is limited. There is considerable scope for new product development,
especially for processed food items.
Labelling to avoid confusion
Some mainstream traders have launched
‘hygienic products’ (conventional products
contaminated with agro-chemicals at a level
which is considered safe) with the support
of the Ministry of Agriculture. Many consumers are misled into believing that these
products are genuine organic products
only to realise later that this is not the case.
This confusion may have negative implications for organic trade. The Alternative
Agriculture Network together with consumer organisations and concerned groups
have initiated a national certification programme known as Organic Agriculture
Certification Thailand (ACT). Operating as
an independent inspection and certification agency, ACT could provide organic
labels for organic food produced according
to ACT Basic Standard. More than 100 farmers have been certified by ACT since 1997.
The organic ACT-certified products label
will become available at the end of 1998.
However, due to lack of international recognition, the ACT label cannot yet be
offered to organic exports. ACT is, in the

process of building up competency with
the aim of applying for IFOAM accreditation in the near future.
Fresh products
Most organic producers focus on rice production. There are also a small number of
vegetable and fruit growers. Field crops are
also expanding quite fast. However, there
are very few organic chicken farms and
there is no organic livestock production.
Following the collapse of the bubble
economy, it seems that there is a growing
interest among some farmers and the urban
middle class to return to the land. Both
Green Net and ACT as well as other NGOs
in the Alternative Agriculture Network
have received many enquires regarding
organic farming techniques and marketing
prospects. Green Net, in co-operation with
Technology for Rural Ecology and
Enrichment (TREE), has organised some
workshop. However, due to lack of technical capacity, only basic courses can be
offered. The Thai organic movement would
find it very useful if there was an international exchange of technical knowledge
and training curricula as well as more published materials. These could form the basis
for a more comprehensive training programme and provide practical information
for those interested in knowing more about
organic farming.
Processed products
Food processing is strategically important
for the development of organic agriculture
and alternative marketing. Organic food
processing adds value to raw materials,
prolongs their shelf life, leads to an increase
in product assortment, provides additional
income for women producers and builds

Organic Market Survey
In October 1997, Green Net conducted a consumer survey in Bangkok which showed that of the
green consumers currently visiting organic shops. 84% were women and 66% of them were
between 21 and 40 years of age. 60% were single and 53% had had tertiary education. Their occupations varied from civil servants, to private company employees and academics. 37% has a
monthly income of between 10,000 and 20,000 baht while 34% has less than 10,000 baht. 29% has
more than 20,000 baht to spend each month. The average middle-class income would be around
10,000-30,000 baht per month. 43% of the respondents had been consuming organic food for
more than 3 years and 27% for 1-2 years. Most of the green consumers were quite conscious of
health and environmental issues.
Enquires into green consumers’ interest in organic products showed that 97% claimed to be
most interested in information about the product itself, while 94% wanted to know about product
hygienic and 82% felt it was important to know the address of producers or distributors.
With regard to prices, 58% of consumers felt that present price levels for organic food were too
high while 55% found them appropriate. Those respondents who said they were not regular consumers of organic food said this was because only a very few varieties of organic vegetables were
available, they often did not cook at home, prices were too high, or Green Net shops were not
within easy reach.

up grassroots community enterprises. It
can also lead to developing new ways of
processing perishable fresh products thus
increasing the profitability of marketing
operation and can create opportunities for
foreign-exchange earnings
At present, local producers only use simple processing technologies such as sun drying, heating, jamming and pickling. There
seems to be a large market for processed
products but quality must be improved. The
Alternative Marketing Network, a network
of NGOs working on fair-trade of organic
products, decided to focus its development
efforts on 13 selected assortments with good
market prospects. These products are strawberry jam, dried logan, sesame oil, soya
sauce, sesame snacks, palm sugar, shrimp
paste, canned water chestnut, local herb tea,
dried chilli, wild honey and rice.
Food-Processing by Communities
Many factors have to be considered in setting up a processing unit. These include the
issue of the quantity of the raw materials.
Quality must be suitable for processing and
the price of the raw material must not be so
high that it endangers the competitiveness
of the end product. Community enterprise
needs to be based on sound financial and
business plans. Financial investment has
always been a stumble block in community
enterprise. Local producers often have little
capital to invest in such projects. At the
same time, very few financial organisations
are willing to lend money to local initiatives
without some physical quarantees. Given
the recent financial crisis, it is highly unlikely that local communities would be able to
obtain a loan from private commercial firms
or government agencies. Communities,
therefore, depend on ethical or green
finance from both local and international
sources. It may, therefore, be wise simply to
contract processing out to local factories.
The technical problems of food-processing and packing can be a little complicated.
However, there are several universities and
research institutes willing to support a
community-based food processing programme. Management is also a critical factor in the success or failure of a project.
Major areas to be considered are processing, personnel, finance and marketing.
Processing management refers to controlling processing and ensuring that it takes
place in accordance with defined objectives and standards. This means technical
knowledge and skills, something that local
staff and producers often lack. Also personnel, financial and marketing management
need to be strengthened as they are often
not part of the common culture of local
communities.
Consumer campaign
Despite growing consumer awareness,
many consumers continue to insist on a
‘consumerist’ approach to food consumption. They often demand that organic fruits
and vegetables should look nice, be as cheap

as conventional products (if not cheaper),
and even that they be available the whole
year round. Such demands are not compatible with the natural way of organic farming
which emphasises diversity and seasonality.
Organic products must be traded fairly so
that farmers can earn a decent income from
a financially viable operation. Consumer
education and life-style change are therefore crucial to the success of organic agriculture. Recently, Green Net has launched
a ‘green consumer’ campaign to encourage
health-conscious consumers to act in a
more socially responsible manner.

distributor, retail outlets, production extension, food-processing community enterprises, certification, and consumer education
are among the principal pillars of the organic market. These must be developed simultaneously so that each reinforces the other
and no element becomes a bottle-neck.
National co-operation is certainly required
to synergise efforts and avoid duplication
and competition. This means that all those
concerned whether consumer groups,
NGOs, or farmer organisation must develop
a strong political will.
■

Conclusion
Unlike other markets, an organic market is
not born naturally. It is not advisable to
wait for conventional market forces to
organise the organic market. From Thai
experiences, an organic market requires
conscious actions and comprehensive
efforts to foster its development. Wholesale

Vitoon Panyakul, Green Net, 17/3 Soi Lad prao 43,
Lad prao Road, Bangkok, 10310, Thailand.
Phone/Fax +66 2 2768023
email: greennet@bkkl.asiaaccess.net.th
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Marketing
organic vegetables
a balancing act
Mans Lanting, Chitra Suresh

photo: Coen Reijntjes

zone in the city, and to develop viable producer and consumer linkages in one part of
the city. Our effort started from the
demand side. A consumer survey of members of CoCo conducted in 1996 provided
the basis for a production plan. It indicated
that consumers required small quantities of
about 12 vegetables throughout the year.
These were needed on a regular and
rotational basis, which meant staggered
production on very small plots.
ACTS was expected to assume the following roles: production, marketing and
extension. Production was to take place on
their farm. Marketing would be done with
their own transport, and involved the same
families who provided organic waste.
Extension of the project to farmers in the
neighbouring villages would be the task of
their staff. AME had agreed to provide technical guidance.

and Dilip Chinnakonda

ME’s foray into organic methods of
vegetable cultivation was triggered
off by discussions on recycling
organic waste in the city of Bangalore in
south India. We came in contact with ACTS
Ministries, an NGO composting biodegradable refuse with farm land at their disposal.
Consumers’ Collective (CoCo), a micro level collective marketing organic produce,
had already approached AME to see if it was
possible to get a supply of organic vegetables for its member-consumers. The situation seemed almost ‘ideal’. There were
partners interested in and with the capacity

A
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to produce and purchase organic vegetables.
Statistics for farming in these areas show
that 50% of all pesticides used went into 5%
of the area under cotton cultivation and
another 30% of pesticide usage was
accounted for by vegetables grown on 10%
of the area. Hence, it was an attractive
proposition for AME to explore the possibility of organic vegetable cultivation and
marketing.
AME’s objectives
AME objectives were to systematically
develop technical knowledge on organic
vegetable cultivation through field experimentation, to demonstrate a ‘model’ of
recycling organic waste from a particular

Unexpected turns!
Management problems at ACTS Farm, complicated by our inexperience in projecting
yields and envisaging crop losses, resulted
in irregular supplies of vegetables and financial losses to ACTS. Eventually, ACTS
backed out as losses mounted. Initially
CoCo had agreed to take the produce but
due to irregular production and lack of
transport, a number of other problems
emerged. AME had to provide transport;
CoCo could not absorb the imbalanced
(extra) supplies and AME had to market the
excess produce and foot the bill for the leftovers. Finally, extension also caused problems as staff from ACTS were unavailable
because they had other committments. This
meant that AME had to guide the farmers.
While the pilot experiments were underway in ACTS Farm, the process of dialogue
to motivate farmers from the nearby villages began. Though sceptical initially, the
notion of small plots and staggered planting
of a variety of vegetables for a continuous
and steady yields of vegetables gained
acceptance after a series of meetings and
exposure visits. Group size increased to ten
and supplies grew.
AME encouraged a link between a school
and CoCo for bulk sales. But the vacation
periods of the school tended to coincide
with peak production periods and upset the
supply-demand equilibrium. The inclusion
of ICRA, another NGO marketing organic

Supplies
Difficulties were also experienced in ensuring farmers kept up a regular supply of
quality vegetables. Imbalances in production occurred due to the tendency of farmers to alter production schedules by replacing long duration crops with quick return
short duration crops. Production was also
affected by such factors as adverse weather
conditions. Today, each plot is cultivated
three times a year and each harvest yields
an average of 1.75 kg/m2 (of any vegetable).
About 5.25 kg/m2 of vegetables can be harvested annually. It has been estimated that
one family in Bangalore requires approximately 5 kg of assorted vegetables every
week. Annual demand per family is 260 kg.
This means that 50 m2 is needed to meet
one families annual vegetable requirements.
The average price for any vegetable is
Rs.10 per kg. This allows a margin of 10%
for the retailer, of which about 5% is
absorbed by weighing and other losses.
The actual profit margin is therefore about
5% or Rs.0.50 per kg. Rentals and other
overheads for a store could easily be about
Rs.1500 per month. So, a retailer has to sell
at least 3000 kg of vegetables per month
(660 kg/week) to 130 customers to break
even on fixed cost. Transport has not been
taken into account. The weekly harvesting
should be 660 kg giving 1.75 kg/m2 and an
area of approximately 350 m2 under production. In real terms though, a retailer
should be able to service at least 260 customers with 1200 kg of vegetables every
week, to run an outlet profitably. If transport has to be optimised and then a minimum of 2500 kg is necessary for the smallest lorry load. For the sake of freshness,
5000 kg have to be supplied twice a week.
So weekly, a 1000 customers will be
required for the shop to be economically
viable.

Planning production according to season is at
the heart of maintaining a year round supply
of vegetables this includes crop rotation
schedules, irrigation requirement and labour
availability. Practically, this entails the creation and management of blocks containing
small plots, to accommodate both staggered
planting and crop rotation. Initially, each
farmer offered 0.25 acres, which was divided
into four blocks with twelve plots in each.
The current cultivation practices emphasise
low external inputs, soil fertility management
through the application of compost/FYM,
efficient methods of irrigation, trap cropping,
companion planting, crop diversity and
appropriate land preparation i.e. raised beds
and Trichoderma mixed with the soil, for
effective pest and disease management.

photo: Coen Reijntjes

products, as a bulk purchaser and more individual customers created a better demand.

Harvesting of organic vegetables

See-sawing supply and demand can be
explained by drops in vegetable supplies
due to uncertainties of weather, pests, and
seasonality, or because only a few farmers
cultivate vegetables. Consumer interest may
be affected and decline leaving very few clients, a problem if supplies then increase.
When the area is small, the slightest change
can trigger off problems of over- or underproduction. The balancing act is a delicate
one since vegetables are perishable. AME
spent Rs.1,00,000/- (US$ 2500) for a year to
support marketing. This was mainly
absorbed by subsidising unsold produce.
Marketing issues
By May 1998, the production level had
reached 1200 kg per week, requiring
around 260 clients. It was at this juncture
that marketing operations received another
jolt with the closure of CoCo. We realised
then that organisations such as CoCo and
ICRA had virtually no risk bearing capacity.
Besides, modest numbers of consumers put
a limit to the quantity of vegetables these
alternative outlets could absorb. This was
the factor that had constrained CoCo from
being able to generate enough money for
its staff. So, even though AME had supported the shop manager’s salary for a year,
CoCo could not enhance its turnover during this period and it became unviable.
ICRA, meanwhile, continues to attract consumers and AME is handling the major
aspects of the marketing.
Consumers have expectations; they insist
on high quality produce and variety. If the
quality dips even marginally, they are
unwilling to pay market prices. The ‘bag
system’ was not very appealing, since clients want the content to change every
week. In effect, our initial notion that high
income earners would be inclined to buy ‘healthy’ vegetables at marked up prices
went bust!
The quality demands of the consumers
compelled AME to apply fairly stringent

monitoring of quality and variety at farmer
level. Any produce not meeting the
required minimum standards were being
sent back. We noticed that small-scale farmers backed out because they had difficulty
in maintaining quality standards.The
decline in the number of farmers from 10 to
six hampered formation of a self help
group, a credit management organisation of
the farmers which is necessary if collective
marketing is to becomes a reality.
From our experiences we have learned
that small farmers cannot easily absorb novelties and uncertainties. We have to turn to
medium farmers who have adequate financial resources, water and enough household labour to sustain intensive organic
vegetable cultivation. The project now faces a dilemma! Those farmers still involved
are keen to expand the acreage under vegetable cultivation since this makes management easier. But AME is hesitant, because
creating an expanded market has its own
dynamics - it means a phenomenal effort to
identify and motivate about 400 additional
clients. We hope to rope in commercial
retailers with risk-taking capacity to take
over marketing.
The project is poised for a ‘quantum
leap’. It implies that AME is likely to have
less control over quality aspects and variety. But market realities mean some modifications are necessary. We now realise that
it is necessary to go a step further and
explore avenues for formal certification
and we intend to initiate this with an
accredited certifying agency and the conveners of CoCo and ICRA
■
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Explore local potential to begin marketing
G.K. Upawansa

country such as Sri Lanka, with several agroclimatic or ecological zones,
is able to produce a rich assortment
of agricultural products. It has a mountainous centre and seasonal monsoons that govern rainfall rhythm and soil characteristics.
Each season starts with a little rain at the
beginning in the form of the rainfall pattern
of inter monsoonal rain and reaches a peak
before it fades off into a small drought. The
crops grown and cropping patterns are
determined by the rainfall pattern and
sometimes the windfall pattern of an ecological zone. In the mountainous areas
exotic crops such as pears, apples, potatoes, beet, carrot, and cabbages, are grown.
At lower elevations all tropical crops, and
spices are cultivated.

A

tions individually and collectively attempt
to find solutions and ways of marketing.
Current experiences
Palm foundation, a Dutch NGO, implements an organic farming programme in
rural villages. It collects produce once a
week and brings them to the eco-shop in
Nuwara-eliya, the hill city. If there is a surplus, they send this to Colombo. Transport
is provided by Palm. Prices paid to producers are higher than for conventionally produced items. Gami Seva Sevana, another
NGO with farmers in neighbouring villages,
produces vegetables organically. It collects
produce once a week and prepares parcels
containing a mixture of seasonal vegetables. These parcels are deliver to their regular customers and some are sold in their
shop. Transport is provided by Gami Seva
Sevana but costs are recovered.

Preconditions not yet fulfilled
There is a demand for ecological products
in cities. However, producers in rural
areas cannot get a reasonable price for ecologically grown commodities. This is mainly because of transport costs and the
scattered nature of production. In order to
run an eco-shop continuously in a city, the
following three conditions have to be
fulfilled.There must be a regular supply
irrespective of climatic rhythm; there must
be a variety of products and the quantity
must be sufficient to meet demand.
Presently none of these conditions can be
realised. But ecological farming is indispensable for several reasons, namely, to rehabilitate devastated farm land, reduce the cost of
production, improve ecosystem and environment, sustain sufficiently high yields and
to produce poison-free food items. Unless
marketing is assured it is difficult to promote ecological farming. Hence organisa-

Local demand explored
ECO observed that even in vegetable growing area, the conventional producers avoid
agro-chemicals on products for home consumption. Some tended to buy vegetables
from eco-farmers. Therefore, ECO began a
programme of educating consumers to
help them identify eco products using their
senses and to let them see for themselves
that the colour, smell, and touch of fresh
and cooked Eco products are different from
conventionally produced vegetables and
fruits. Eco producers also started selling
their products at their own farms.
What eco-farmers in Kurunagala cannot
dispose of at the farm gate they send once a
week to the village fair. They nominate one
or more willing farmers to collect excess
produce and pay them for transporting it.
At the village fair, fruits and vegetables are
sold at the same price as other products
and they sell quickly. Demand has
increased over time and a reliable clientele
has gradually been built up.
In all cases what is produced is sold and
supply often falls short of demand. This is
particularly important during gluts. As
there is direct contact between producers
and consumers no profit is taken by middle
men and transporters. Producers get a reasonably high price and consumer get better
quality.
In this way, after organic agriculture has
been developed in different ecological
zones on the basis of an assessment of local
demand, it will become easier to fulfil the
preconditions for marketing at national level. Lanka Organic Agriculture Movement
(LOAM) are working towards introducing a
certifying system to support this process.
Photo: GK Upawansa

Capitalising on demand
Such conditions allow a wide variety of
crops to be grown at different times of the
year. At times markets are flooded with particular commodities and prices are below
the cost of production. There are no cold
storage facilities or processing to even out
gluts and shortages. Poor packaging causes
heavy post harvest loss, transport costs
remain constant and, of course, wholesalers keep their normal profit margin
even when prices for the farmer are low.
Marketing and transport has evolved to
complement existing production and consumption patterns.
Studies carried out in Sri Lanka show that
over 90% of vegetables and grains contain
poisonous agro-chemical residues and are
unsuitable for consumption. In fact, some
traders pay extra to get products sprayed to

improve their keeping quality. Many consumers, particularly in big cities, are concerned about this and there is a demand for
organic and ecological products.
Capitalising on this demand, unscrupulous traders offer insect-damaged commodities as organic or ecological products as
there is no certifying system. But even if a
certifying system is in place, abuses cannot
be ruled out. Further certifying is costly and
difficult because of very small farm size and
certified products would become too
expensive for ordinary consumers.
However, there are also organisations promoting organic and ecological farming and
producing and selling for almost the same
price as conventionally produced commodities. Eco conservation (ECO) is one such
organisation.

Farmers started selling their eco-products from their own farms.
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Marketing produce through self help groups
R. Prakash and S. Motilal Nehru

erala, the southern most state of
India has a wide variety of plantation
and food crops. In order to develop
the horticultural sector, the Kerala
Horticulture Development Programme
(KHDP) was set up in 1993. It is a co-operation between the European Union and the
Government of Kerala. The programme aims
at enhancing and sustaining the income of
participating farmers through organic farming practices and appropriate marketing of
vegetables, banana, pineapple and mango.
The essence of the programme is building up self help groups. Local communities
will be strengthened through the self help
groups, which will facilitate the development of group organisational and management skills. The programme adopts an integrated approach involving activities encompassing all phases of horticultural production, produce handling and marketing and
it operates in selected geographic locations
in the State of Kerala.

K

Self help groups
All programme activities are converged
into voluntary neighbourhood self help
groups of about 20 participating farmers.
Each self help group selects Master Farmers
who will be trained and will take up a lead
role and will act as facilitators. This system
aims at providing sustainability to the development process and ensures greater farmer
participation. The farmers are selected and
inducted to the programme-based self help
group system on clearly set criteria.
The programmes have introduced a
unique concept of promoting master farmers to take up functional leadership in production, marketing and credit related activities in each self help group. Farmers are
provided with training in crop production

technology, produce handling and enterprise management. Training programmes
are organised based on need identification
and using relevant training modules. The
programmes have introduced a new methodology of appropriate technology through
Participatory Technology Development.
Farmer experimenters conduct on-farm
experiments for developing better technologies and for adapting existing technologies
which will combine latest scientific knowledge in the field with the practical wisdom
of the farming community.
The programme promotes pest and disease surveillance in the project areas to provide timely warning and forecasting of possible out breaks of pest and diseases in the
fields with the objective of reducing the
indiscriminate and over-use of pesticides by
farmers.
Credit linked production system
KHDP has introduced a unique credit system
for lease land farmers who formerly had no
access to credit. The credit support to the
farmers is designed to provide money in
time and in adequate amounts in a fast, easy
and cost effective way. The credit delivery
arrangement has been formalised through a
memorandum of understanding with four
selected public sector bans with details of
specific responsibilities. The credit delivery
process has been streamlined, with the master farmer in each self help group. acting as a
key person and with close co-operation
between extension staff and bank officers.
Credit planning is at the self help group level. The scale of finance is based on realistic
estimates on cost of production. A new
credit culture is being evolved through the
self help group structure where repayment
rates are above 90%. A credit linked crop
insurance scheme has been introduced by
KHDP for all banana growing farmers. Their
crops are automatically insured against dam-

age or losses caused by pest and diseases.
This scheme is farmer friendly.
Focus on marketing
The major problem facing farmers is the
marketing of their produce. The programme is extending not only horticultural
crop production but also the processing
and marketing of their products through a
well-planned and better-managed horticulture enterprise. The shift is from ‘what it is
possible to produce: to producing what is
marketable’. This change demands better
understanding of the markets and the
changing consumer needs. Through group
marketing, farmers are able to fetch fair and
reasonable price.
Procedure
Marketing infrastructures at site level have
been set up. This includes establishing field
centres for bulking the produce from 10 to
15 self help groups. The concept of field
centres is to create farmers’ markets where
commission agents and wholesalers come
together to buy produce. Farmers receive
the latest market information from the programme, which improves their marketing
power. Field centres are developed through
a bottom-up approach. The group marketing
efforts of self help groups will be combined
through a field centre when the volume of
bulking justifies the establishing of such a
centre. The field centre operations are managed by a committee of master farmers from
the participating self-help groups.
The self help groups proved to be very
effective and boosted the confidence of the
farmers who are able to fetch a fair price for
their produce.
■
Prakash R. Farming Systems Research Station,
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When we say that there are few ways Southern countries can counteract the negative
effects of the market economy we often overlook the alternatives offered by economies
of reciprocity. Today, these potentials are being rediscovered. From the sixteenth century farmers throughout the Andean region have actively participated in the commercialisation process but they have not forgotten the cultural legacy or principles of ‘El Don’.

Freddy Delgado, Juan San Martin
and Domingo Torrico

l Don refers to the moral reciprocity
between people, nature and the spiritual world. For the farming communities of Bolivia and other Andean countries, these forms of exchange are based on
traditional survival strategies. Traditional
Andean life moves between three spheres:
the material, the social and the spiritual.
Economic logic is also reflected in these
spheres: commercial transactions for the
material life, the trueque for social life, and
the cambiacuy for spiritual life.
The ‘Seventh Friday Fair’ and the ‘inter-ecological journeys’ discussed in this article are
clear examples of Andean reciprocity.
Traditionally, they provide Andean farmers
with access to products from different ecological zones that secures and broadens
their subsistence base. The case studies
presented are based on research carried out
over a nine years period by a group of
researchers attached to the Agroecology
programme of the Universidad Estatal de
San Simón, Cochabamba, Bolivia.

E

The Seventh Friday Fair
Sipe-Sipe is a small town of approximately
2000 inhabitants and is the capital of the
second municipal section of Quillacollo
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province. It lies 28 kilometers south-east of
Cochabamba at an altitude of 2500 meters.
It is a typical Latin American town with a
Catholic church and roofed market clustered around a central ‘plaza’. At half-pastfive in the morning on the seventh Friday
after Easter, several hundred farmers from
over 35 villages travel some 15 km to take
part in a vivid fair.
The fair is very important for farmers in
the region because it contributes to food
security through non-monetary and monetary exchange, re-creates and strengthens
social relationships between relatives,
friends and ‘compadres’ from different communities in the valleys and highlands, and is
an occasion when religious feelings can be
expressed. The timing of the fair is important because it coincides with the harvesting of the last tubers in the highlands and
maize in the valleys. It is the festival of seeds
and takes place at the same time as Taurus
Pleiades and the sun come into alignment.
Farmers from the highlands arrive at SipeSipe on Thursday or very early on Friday
morning with a variety of recently harvested
agricultural products. Throughout the day
and into the night exchanges take place guided by the concepts of cambiacuy, trueque
and purchase-sale each complementing the
other in objective, time and importance.
The cambiacuy is the most important
form of exchange and begins early in the

morning. It has a strong spiritual and emotional dimension strengthening relationships
between individuals and signaling a new
friendship. Exchange is based on affinity rather than interest in gain and this eliminates the
mere quantitative aspect of exchange.
Relationships are recreated through sharing
family and community news which strengthens feelings of solidarity. The produce is
handed over as a gift to satisfy and please the
receiving family and in the confidence that a
gift will be given in return.
Farmers come from the highlands and
valleys and offer the products of their different agricultural ecosystems. Farmers
from the highlands bring potatoes and other local tubers (oca and papalisa) while
farmers from the valleys bring varieties of
local maize. Local biodiversity is clearly
reflected in these transactions.
The trueque (barter) is another form of
exchange. It is less spiritual and emotional
than cambiacuy. However, the trueque
does not lose the sense of the spiritual altogether. The trueque can take place between
farmers or between ‘sales people’ and the
individuals concerned do not necessarily
know each other. For instance, a clay plate
produced by a farmer may be exchanged for
the oca content of two similar plates, or for
the full oca content of a plate of maize.
Farmers can obtain ceramics, weavings, baskets and other agricultural products through
trueque which they could not have
accessed through cambiacuy.
Purchase-sale is the third form of
exchange used by farmers. In it they adopt
‘market logic’ although there are still indigenous Andean characteristics involved such
as ‘liking each other’ and ‘bargaining’.
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Reciprocity for life security

Flexible exchange
In both cambiacuy and trueque there is
wide flexibility in the exchange parameter.
For instance, in the exchange of maize for
tubers, bags woven from sheep or llama
wool (or even synthetic fibers) are used.
These have a mark to indicate a level or
amount. This mark is not based on either the
metric system or Imperial system. In
Quechua the mark is called chimpu. This
mark is the parameter that allows bargaining
to take place about the quantities of tubers
or maize to be exchanged. Here factors such
as individual needs, the productivity of the
harvest and ‘liking each other’ play a role.
Before the exchange takes places both
parties come to an agreement on the content needed to fill the chimpu. A bag might
only contain potatoes which are then
exchanged for a bag of good quality maize.
Another bag might contain a mixture of
potatoes, oca and papalisa to be exchanged
for a similar bag of yellow or white maize.
About half the oca and papalisa harvest
of highland farmers is exchanged in SipeSipe. The rest is either consumed at home
or sold at other markets and festivities.
According to the farmers, the products
received in Sipe-Sipe through cambiacuy,
trueque and purchase-sale have a special
spiritual or vital energy.
Thanksgiving
The Seventh Friday Fair provides an opportunity for meeting with distant relatives,
friends and compadres, for making new
friendships, and exchanging the latest
news. At the end of the afternoon, when
the exchange is over, the farmers begin a
celebration to give thanks to Nature, to the
‘Little God’ (Diosito) of food, and to the
Urkupiña Virgin by pouring a small amount
of chicha on the soil. In song and dance
they express their appreciation to

Pachamama or Mother Earth. The celebration takes place in the only church in the
village. Masses are held around noon followed by a procession around the plaza.
It is not known how the ‘Seventh Friday
Fair’ originated. According to farmers themselves and older people of the villages, it
may date back to the time before the Incas.
The fair in Sipe-Sipe provides farmers with
an opportunity to recreate their ‘economic’
logic as part of a worldview in which spiritual, social and material aspects of life interact
and where the security sought goes beyond
ensuring physical and economic access to
food.
Inter-ecological journeys
The farmers form Japo, a village on the
highlands of Tapacarí, practice reciprocity
with several communities in the valleys of
Morochata in neighbouring Ayopaya province. Exchange in the form of cambiacuy
or trueque can take place through interecological journeys. These journeys are
marked and accompanied by rituals and festivities during the months of July and
August when the harvest is over.
The women farmers from the highlands
produce a cheese called ‘Valle Tika’ intended
for cambiacuy or trueque. The women prepare this dried cheese from sheep milk during the rainy season (January and February)
and it is stored until July and August.
Fifteen years ago this journey was made
on foot with a herd of llamas (beasts of burden used in the Andes) and took three to
four days. Today, the women travel by
truck and the journey to Japo takes about
five hours. Once they arrive at a valley community, the large group separates into
smaller groups. Visits are then made to different farming villages where their relatives, compadres or friends live. Each small
family group will lodge for 4 to 10 days at
the home of friends until their cheese supplies are gone. In some cases they will stay
longer if they have arranged to carry out
construction work for the valley farmers or
to help with farm work. Sometimes there is
a kind of ‘agreement’ between a puna community and valley community. For instance,
it has been noticed that farmers bring clay

and tools to make hand-crafted pots and
plates which are exchanged for maize with
the valley community.
Sharing the benefits
From the moment they arrive in the community, there is mutual flattery and friendly
treatment and presents are exchanged. The
highland farmers take kañahua (Andean
grain similar to quinua), or chuño (dehydrated potato) to give to the valley farmers
because these are highly valued products
and not available at local fairs and markets.
Valley farmers offer the visitors a large plate
of cooked maize, called mote accompanied
by egg and some spicy salad which is
enough to support them for the day. This
means they do not need to prepare food
and so they can spend their time visiting
homes to exchange cheese for maize.
Normally, the highlanders bring with them
between 40 and 150 cheeses, 2 to 5 arrobas (25 pounds) of chuño, sheep skins, and
sometimes charque (dried meat) for sale or
barter. In years when the maize harvest is
good, the valley farmers feel committed to
give more; in bad years they are able to give
less. Two medium sized ‘Valle Tika’ cheeses or three small ones are exchanged for
one chimpu, the exact amount depends on
how good the seasons yield has been.
Sometimes highland farmers will take
chuño to sell or exchange for maize or
exchange sheep skins for hens.
Farmers return to the highlands by truck
and generally they carry a larger load than
when they arrived. The maize they have
obtained is distributed in small quantities to
those relatives who for some reason were
unable to travel. This helps them to secure
a balanced diet for the coming year and
ensures material, social and cultural reproduction.
Conclusion
According to macro-economic indicators,
Tapacarí, Ayopaya and Quillacollo are poor
provinces. The use of money is limited and
complementary. However, as we have seen,
reciprocity is the basic economic principle
among Andean farmers. The market economy only complements the indigenous economic principles to improve quality of life.
■
Freddy Delgado, Juan San Martin and Domingo
Torrico, AGRUCO, Casilla 3392, Cochabamba, Bolivia.
Tel/fax (591-4)52601.
Email: agruco@pino.cbb.entelnet.bo
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Money from purchase-sale enables farmers
to complement their diets with food items
such as sugar, rice, cooking oil, radio batteries and candles difficult to get through
exchange. Purchase-sale also makes it possible for them to pay for transport and
chicha (local beer made from maize).

‘Cambiacuy’ between
relatives, tubers for maize.
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LETSystems to strengthen local economies
Camilo Ramada

he money system as we know it, is an
accumulation system where wealth,
resources and energy tend to flow
towards the center of economic power.
One of the main mechanisms behind this
tendency is interest. Because of interest,
money and capital goods are only used for
those activities that hold the greatest promise of economic profit to those who own
them. This makes the economic system a
competitive one rather than one of co-operation. Its ‘growth compulsion’ forces everybody to exploit labour and plunder nature.
Another typical feature of our economic
system is that the creation of money is in
the hands of a few private institutions banks. These banks are only controlled by
governments to a limited extent. This
means money can be manipulated and separates the creation and flow of money from
real production. Financial trade (making
money with money) is nowadays ten times
the size of real trade in commodities. These
three elements - interest, money in the
hands of a few and money separated from
production - are the main characteristics of
an accumulative money system.

T

LETSystems
Local Exchange and Trading Systems
(LETSystems) can prevent the benefits of
local activities leaking away to external economic players. In a LETS-economy, people
trade with each other on the basis of a selfcreated means of exchange. Somewhere,
whether in a computer or on the back of a
piece of paper, accounts are kept of the
economic activities of LETS-members.
Every LETS-member starts with an account
on zero. When someone makes a transaction, he or she goes into debit and the
receiver gets a credit. This means that money is no longer scarce: when you need it,
you create it. It also means that money is
only created when a transaction is completed. In other words the moment of valuation
(production) and money-creation are on
the same level. Because all the credits in a
system are exactly as large as all the debits,
the system always comes to zero. This is an
economy of reciprocity.
Computerized LETSystems
LETS is relatively new in most European
countries but the system has been in use
elsewhere in the world for over ten years.
Other similar systems for exchange of
goods and services at local level are much
older. The first computerized LETSsystem
started in 1983 in the Comox Valley near
Vancouver in Canada. The local economy
had been based on timber, tourism and a
military base but had gone into freefall
when logging was restricted, the tourist
industry declined because of the strength
30
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of the Canadian dollar and the military base
closed. Many people lost their jobs and
had their houses repossessed. Several local
service sector businesses went bankrupt.
A local resident decided to try to stimulate
the local exchange of goods and services by
enabling people to trade with each other
without having to use national currency.
He organized a central computerized bookkeeping system to keep a record of trade as
in a LETSystem.
The first European LETSystem was set up
in Great Britain in 1988 and the concept was
quickly taken up elsewhere. Britain now has
about three hundred systems in operation,
partly due to the existence of the very active
umbrella organisation LETSLINK UK. From
Britain LETS spread to The Netherlands, and
from there to Belgium, Germany, France and
Denmark. In The Netherlands the LETSmovement now consists of about 85 systems
with an average of about hundred members
each. The biggest is the Noppes-system in
Amsterdam with a thousand members. By
trading in the LETSystem, the members combat their economic (and social) exclusion
and frustration.
Local money systems
Another interesting example of LETS is the
Red Global del Trueque in Argentina. What
started as a simple LETSystem in the neighbourhood of Bernal, a suburb of Buenos
Aires, acquired a totally unexpected dimension. The existing structure of neigbourhood and community based organisations
proved fertile ground for the economic selfhelp a system such as LETS can provide.
After receiving some media coverage, the
idea spread so fast that it proved very difficult to keep accounts. When different communities wanted to trade with each other a
new solution was found: the issuing of alternative money or ‘Creditos’. These are notes
equivalent to a dollar, but they have their
own characteristics. They are distributed in
an egalitarian manner. Each new member
receives fifty Creditos, which he or she can
spend freely. This created a very active

economy where people proved able to provide a large array of goods and services for
themselves and each other. The Trueque
idea has now spread all over Argentina (and
has grown to 100,000 members within
three years). It can now be found in
Uruguay, Brazil, Bolivia and other countries.
There are also some experiments in
Africa, Senegal and Ivory Coast for example, and Asia. In Africa traditional saving
systems have always been organized in
ways that fortify the local community.
Nowadays, various trading systems are
being introduced, according to the
LETSystem or variants
of local money systems like the Trueque
system.
Socially sound and environmentally
friendly
The economic activities a LETSystem generates are labour rather than resource intensive. In many cases LETS-activities involves
maintenance and repair work or work that
makes it possible to reuse things. Frequently ecologically sustainable methods of agriculture are involved. LETSystems increase
trade at the local level and therefore
strengthen the local economy and knowhow. This tends to reduce the need for the
(inter)-national transport of goods. Hence,
LETSystems alleviate poverty and reduce
environmental damage.
Should such systems become successful
on a large-scale, then we could speak of a
global movement towards strengthening
local economies. LETSystems may result
in stable, inclusive and sustainable local
economies, giving ample space for human
values.
■
Ramada C Strohalm, Oudegracht 42, 3511 AR Utrecht,
The Netherlands, Tel: +31-30-2314314,
Fax: +31-30-2343986, Email: info@strohalm.nl.
Strohalm promotes social and economic alternatives
by way of comprehensive research, training, projects
and publications on financial micro initiatives and
ecological tax reform.
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Highlights India
Low-cost solutions are being used to increase yield
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and income in groundnut cultivation.

Groundnuts: from subsistence
runner to bunchy cash crop
AME, operational in Southern India, is a partner of the ILEIA research programme.
Its research focuses on farming systems where groundnuts constitute about 70% of
the area farmed. Twenty to thirty years ago bunch type groundnuts were introduced
in the area as a cash crop. Before that runner type groundnuts were grown in rotation
with finger millet, in mixed crop systems with cowpea, pigeon pea and castor.
Marginal farmers on poor quality soils still use this system but the runner type has
been replaced with the bunch type.

eclining yields turn profits into losses Farmers claim that in the last ten
years yields have declined and fungal diseases such as leaf-spot (early and
late), root collar rot and stem rot are on the
increase. Pests like red-hairy caterpillar,
white grub, leaf-miner and tobacco army
worm are creating increasing problems.
Thus whilst yields are declining, the costs
of production show the increasing costs of
controlling these pests and diseases. Some
farmers are forced to grow groundnuts, as
money lenders are only willing to provide
loans guaranteed by groundnuts.
Consequently, farmers have to sell their
produce through the same money lender.
The compound interest can be as high as
120% a year. Crop failures are certain to
occur once in three years, either due to
inadequate or excessive rain, or unfavourable rainfall distribution.
Many groundnut farmers are heavily in
debt. The culprits are soil degradation and
mono-culture. We hypothesise that, on the
basis of three cycles of PTD experiments,
the problems are caused by the following

D
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factors. First, soils up-hill have been eroded
and soil depth has declined, hence water
holding capacity has come down and dryspells lead to more severe drought stress.
Second, decline in organic matter content
of the soil leads to relative shortage of
micro-nutrients and to deterioration of soil
physical characteristics: infiltration rate, aeration and water holding capacity of the soil
decline. Third, relative micro-nutrient deficiencies (of Mg, Zn) caused by the removal
of the residual foliage for cattle feeding, lead
to susceptibility to fungal diseases. Four,
inter-crops were useful in controlling pests
and mono-cropping of groundnut increased
pest incidence. Finally, the increase in the
area under groundnuts and the decline in
the practice of rotating groundnuts with
cereals has led to higher levels of pest and
disease incidence.
Our strategy was to restore soil fertility
and physical characteristics at low cost.
Together with 300 farmers and using the
PTD approach we experimented to increase
the yield. We found cheaper sources of nitrogen: rhizobium bacteria; phosphorus: mus-

sooriephos plus phospho-bacteria. We
applied gypsum at flowering stage. We
found that the yields increased compared
with the control plots in which fertilisers
(DAP or other compound fertilisers) were
applied but that yields were similar or lower
when compared with plots in which substantial quantities of farmyard manure had
been applied. This focused our attention on
farmyard manure. We found that when
some 5 to 7.5 metric tons were applied per
acre the monetary returns were twice as
high as the costs involved. Our main problem was to generate the required quantities
of farmyard manure as the average farmer
has two heads of cattle generating no more
than 4 metric tons per year. This is insufficient for one acre. The yield increase of
groundnuts grown with farmyard manure is
such that the area under groundnuts can be
reduced without income being affected. The
area freed can be used for green leaf manure
production. One of our partners has started
green manure production plots to evaluate
the feasibility of this approach.
Pests and diseases are controlled in ecofriendly ways. Leaf-spot is controlled by
application of magnesium fertiliser, leaf
extract of Lantana and Agave or commercial fungicide. The latter are applied on an
early warning system that measures leaf
wetness. Preliminary results suggest that
applications of magnesium might be the
most cost-effective solution. Together with
the Indian Council of Agricultural Research
(ICAR), ICRISAT and the Australian Council
for International Agricultural Research
(ACIAR) we are now developing ways to
control white grub jassids, white flies and
leaf miner with a systemic insecticide.
More eco-friendly methods will also be
tried. Congregation pheromone isolation
for white grub adults to attract them to one
spot and kill them before they can lay eggs
is also being tried. Neem-cake applied to
the soil is being tried to control white grub,
jassids and possibly leaf-miner. Inter-cropping with trap crops like soybean and cowpea to manage leaf-miner population, sunflower for tobacco army worm, castor for
red hairy caterpillar will be tested further.
Village-based experiments with the control
of red hairy caterpillar will be undertaken
next year in endemic areas.
■
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