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Smallholders and Sustainable Markets

The Importance of Smallholders

How smallholder farmers are defined varies greatly
across countries and regions since their categorization
can depend on a variety of factors such as living
standards, land ownership, agricultural activity and
production scale, access to assets and resources, and
share of family labour. Smallholdings may vary from
0.5 to 500 hectares in Australia while the Food and
Agricultural Organization (FAO) categorizes farms
under 2 hectares as small (Mass Wolfenson, 2013).

Although smallholder farming plays a significant role
in global agricultural production and sustaining rural
livelihoods, smallholder producers often live in poverty
and struggle to access or participate more equitably
in sustainable agricultural supply chains (Loconto,
2014; Potts et al., 2014). Thus, increasing smallholder
participation in sustainable markets is an important
sustainable development opportunity.

Smallholder farmers are vital for transitioning to more
sustainable forms of agriculture. Improving their
participation in sustainable agricultural supply chains
represents a significant opportunity that could lead to
substantial benefits, such as poverty reduction, gender
equity and a healthier environment.
FAO highlights the importance of smallholder farmers
for enabling a transition to a more sustainable society,
since resilient and equitable food systems underpinned
by sustainable agriculture are essential to tackling
poverty and environmental issues (FAO, 2014b).
Sustainable agriculture is characterized by: 1) a greater
adoption of agro-ecological farming practices; 2) an
equitable distribution of costs and benefits among
supply chain stakeholders; and 3) the involvement of all
actors in governance systems (United Nations Forum on
Sustainability Standards, 2010).
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Depending on context and circumstance, agricultural
voluntary sustainability standards (VSS) can be barriers
or catalysts for smallholder access to sustainable
markets (Loconto, 2013). VSS-compliant agricultural
production requirements can be costly, and smallholders
may not have the means to make the necessary initial
and ongoing investments. On the other hand, those
who can afford it often benefit from extension services,
access to markets and more financial stability (Loconto,
2013). This commentary touches on the opportunities
and challenges for smallholders to access markets via
their participation in VSS .

VSSs and Smallholders
The challenges and opportunities for smallholder
participation in VSS depend significantly on individual
contexts. Although there is currently no generalizable
evidence that agricultural VSSs unfailingly benefit
smallholders in the form of enhanced yields, farm
gate sales, reputation and improved capacities, their
adoption and implementation often require additional
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resources and investments in the form of training,
new cultivation and business processes, and required
infrastructure (Loconto, 2014). Smallholders often do
not have the resources or capacities to comply with VSS
requirements, which can exclude them from sustainable
markets (Maass Wolfenson, 2013; Belton, Hague, Little,
& Sinh, 2011; Busch & Carmen, 2004). For instance,
compliance with VSS can be related to farm size and
assets (Loconto, 2014).
This outcome is, perhaps not entirely surprising, given
the natural inclination of the market to seek lowest
cost sources of production. To the extent that larger
farms may be able to demonstrate compliance with
international standards at a lower per unit cost than
smallholder farmers, the market for certified products
may actually self-select for larger farms thus resulting in
a form of the “Sustainability Standards Paradox” (Potts
et al., 2014).
Numerous institutional factors can influence smallholder
participation in VSS and their markets such as buyer
and trader financial support; non-governmental
organizations’ (NGOs’) sustainability projects; farmers’
organizational arrangements (e.g., cooperatives,
associations and outgrower schemes); and government
engagement through green public procurement,
agricultural extension services, farm cooperative and
association legislation, infrastructure development and
trade policies (Loconto, 2014).
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The Inclusion of Smallholders
There are numerous opportunities to improve smallholder
participation in VSS. Many organizations are actively
working to improve their accessibility to smallholders. In
some cases, smallholders have proactively taken steps to
enhance access to VSS and sustainable markets. NGOs
such as the Sustainable Commodity Action Network are
undertaking capacity building efforts for smallholders
such as technical assistance and business management
(Sustainable Commodity Assistance Network, 2016).
Institutions can introduce policies and infrastructure
that facilitate smallholder access to VSS. The ISEAL

Did you know?
Farmer cooperatives enable smallholder access
to VSS and sustainable markets by providing
economies of scale. A larger number of farmers
can share costs and resources. For this reason,
they are conducive for managing and implementing
VSS programs and reducing overall transaction
costs via collective processes. They also have more
bargaining power, enabling access to markets and
credits.

Alliance has been working with its VSS members to
improve smallholder accessibility (ISEAL Alliance,
2014). For instance, harmonizing VSS processes can
help smallholders comply with different schemes.
Some VSSs have developed standards specifically for
smallholders, while others have established funds to
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Figure 3- Benefits, challenges, opportunities and needs for smallholders’ adoption of
VSS schemes

Sources: Loconto (2014); Meybeck & Redfern (2014); Aidenvironment (2013); Luijk (2011)
assist smallholders overcome the financial barriers that
may exist in meeting VSS compliance. For instance,
Fairtrade was arguably the first VSS working on assisting
smallholder farmers by providing them with fair wages
for their harvest in the form of minimum returns and
premiums which has protected them from commodity
price volatility (Fairtrade, 2011). By being the first VSS to
focus on smallholders, they paved the way for other VSS
to do the same. The Roundtable on Sustainable Palm Oil
established a smallholder fund, worth MYR 11.5 million
as of 2014, to support the adoption of sustainable palm
oil farming practices aligned with their scheme (State of
Sustainability Initiatives, 2014).
The Roundtable for Sustainable Biomaterials recently
adopted a standard for the “production of biomass
feedstock by smallholders and for micro and smallscale feedstock processing and biomass production”
(Roundtable for Sustainable Biomaterials, n.d.). The
standard, which has a flexible smallholder definition,
is designed for farmers with less than 75 hectares
of land and revolves around four main compliance
requirements for groups and members: 1) “awareness
raising and support activities” for the group members
on the RSB scheme requirements; 2) “compliance at
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group management level” refers to management and
functioning requirements that the group should have in
place (e.g., conformity with relevant laws, regulations
and labour rights); 3) “compliance at overall farm
management” relates to the agricultural practices of
a group member implemented within the entire farm;
and 4) “compliance at biomass production plot” refers
to practices implemented by a group member within
the biomass production plot included in the scope
of certification. The RSB smallholder standard also
specifies that they are exempt from Principle 5 – Rural
and Social Development since they may be direct
beneficiaries of the socioeconomic development they
achieve (Roundtable for Sustainable Biomaterials, n.d.).
Smallholders organized in groups can take advantage
of economies of scale by sharing VSS adoption and
compliance costs (Hansen & Trifković, 2014). Capacitybuilding projects focused on better agricultural practices
supported by government agencies and NGOs can
strengthen capacities for smallholders to participate in
VSS schemes (Aidenvironment, 2013). The development
of a smallholder-focused VSS scheme could differentiate
their production in the marketplace and possibly capture
a price premium.
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As detailed in the chart above, smallholder needs have
to be addressed if they are to overcome the challenges
they face in accessing VSS which is an important
opportunity as they stand to benefit from them the most.
Various institutional efforts in the form of outgrower
schemes1,
national sustainable consumption and
production as well as farmer subsidies, infrastructure
development, regulatory and incentive policies have
assisted smallholders adopt VSS schemes and access
sustainable markets (Maybeck & Redfern, 2014).
Despite existing government support for smallholders,
additional extension services providing smallholders
with financial, administrative and technical advice
should be further explored (van Luijk, 2011). For instance,
the Finance Alliance on Sustainable Trade estimates
that smallholders, many of whom subscribe to VSS,
need approximately $450 billion in finance per year
to grow their operations and access markets for their
products (Finance Alliance for Sustainable Trade, 2016).
Clearly more needs to be done in the form of strategic
research, effective approaches and investments to assist
smallholders access sustainable markets.
Ensuring smallholder wellbeing is a critical component
to sustainable agricultural production and supply chains.
Unfortunately, smallholders face special challenges
in accessing VSS and their markets as a result of the
“Sustainability Standards Paradox” where larger farms
may be able to achieve compliance at a lower per unit
cost than smallholder farmers. A growing number of VSS
are seeking to address this challenge but more effective
approaches and investment are needed.

1

“Outgrower schemes, also known as contract farming, are broadly defined as
binding arrangements through which a firm ensures its supply of agricultural
products by individual or groups of farmers.” See Felgenhauer & Wolter (n.d.).

© 2016 State of Sustainability Initiatives

4

References
Aidenvironment. (2013, October). Including smallholders in
biofuel certification: Recommendations to voluntary sustainability
standards.
Retrieved
from
http://energycenter.epfl.ch/files/
content/sites/energy-center/files/projets/Bioenergy%20Team/
Recommendations%20on%20Smallholder%20Inclusiveness.pdf
Belton, B., Haque, M. M., Little, D. C. & Sinh, L. X. (2011, April).
Certifying catfish in Vietnam and Bangladesh: Who will make the
grade and will it matter?” Food Policy, 36 (2), 289–99.
Busch, L. & Carmen, B. (2004). New! Improved? The transformation
of the global agrifood system. Rural Sociology, 69 (3), 321–46.
FAO. (2014a). Family farmers: Feeding the world, caring for the
Earth. Retrieved from http://www.fao.org/resources/infographics/
infographics-details/en/c/270462/
FAO. (2014b). The state of food and agriculture 2014: In brief.
Retrieved from http://www.fao.org/3/a-i4036e.pdf
Fairtrade (2011). What is Fairtrade. Retrieved from: http://www.
fairtrade.net/about-fairtrade/what-is-fairtrade.html
Felgenhauer, K. & Wolter, D. (n.d.). Outgrower schemes: Why big
multinationals link up with African smallholders. Retrieved from
http://www.oecd.org/dev/41302136.pdf

Potts, J. et al. (2014). The state of sustainability initiatives review
2014: Standards and the green economy. Retrieved from http://www.
iisd.org/pdf/2014/ssi_2014.pdf
Roundtable for Sustainable Biomaterials (n.d.). RSB principles and
criteria for smallholder groups. Retrieved from http://rsb.org/pdfs/
RSB-STD-03-001%20RSB%20P&Cs%20for%20Smallholder%20
Groups.pdf
State of Sustainability Initiatives. (2014, November). RSPO Annual
Meeting of the General Assembly. Report 2. The Standards Reporter.
Winnipeg, MB: International Institute for Sustainable Development.
Sustainable Commodity Assistance Network (2016). SCAN Q&A.
Retrieved from: http://scanprogram.org/about-scan/scan-qa/
United Nations Forum on Sustainability Standards. (2010). Foodrelated voluntary sustainability standards: A strategy guide for policy
makers. Retrieved from http://unfss.files.wordpress.com/2013/02/
tspn-guide-v9_1.pdf
van Luijk, R. J. (2011, November). Participating in sustainability
standard systems: Barriers and success factors for smallholder
cocoa farmers in Ghana. Retrieved from http://dspace.library.uu.nl/
handle/1874/213516

Finance Alliance for Sustainable Trade (2016). Scaling-Up SME
Finance. Retrieved from: http://www.fastinternational.org/scalingup-sme-finance/
International Finance Corporation (2013). Working with
smallholders: A handbook for firms building sustainable
supply chains. Retrieved from http://www.ifc.org/wps/wcm/
connect/8dc5628042112fdbba2fff494779b2ad/Handbook++Working+with+Smallholders.pdf?MOD=AJPERES
Hansen, H. & Trifković, N. (2014, April). Food standards are good – for
middle-class farmers. World Development 56, 226–42.
ISEAL Alliance. (2014). Increasing smallholder access through new
models of certification. Retrieved from http://www.isealalliance.org/
online-community/blogs/increasing-smallholder-access-throughnew-models-of-certification
Loconto, A. (2014). Impact of international voluntary standards on
smallholder market participation in developing countries: A review of
the literature. Agribusiness and Food Industries 3. Rome: FAO.
Maass Wolfenson, K. D. (2013, July). Coping with the food and
agriculture challenge: Smallholder’s agenda. Rome: FAO. Retrieved
from
http://www.fao.org/fileadmin/templates/nr/sustainability_
pathways/docs/Coping_with_food_and_agriculture_challenge__
Smallholder_s_agenda_Final.pdf
Maybeck, A. & Redfern, S. (Eds.) (2014). Voluntary standards for
sustainable food systems: Challenges and opportunities. A Workshop
of the FAO/UNEP Programme on Sustainable Food Systems. Retrieved
from http://www.fao.org/3/a-i3421e.pdf
Potts, J., van der Meer, J., & Daitchman, J. (2010). The state of
sustainability initiatives review 2010: Sustainability and transparency.
Retrieved from http://www.iisd.org/pdf/2010/ssi_sustainability_
review_2010.pdf

© 2016 State of Sustainability Initiatives

5

Author: Jefferson Andrade
Photo credits: Wikimedia/Commons via https://upload.wikimedia.
org/wikipedia/commons/4/41/India_Farming.jpg
Design: Aynur Mammadova
The SSI Commentaries are drafted in the form of short briefs to
contribute to ongoing reflections on how voluntary sustainability
standards can best address a range of sustainable consumption and
production issues.
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