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Personal and Professional Excellence
Mallesh Annamaina
Contact Number 9849424779
Perfection vs Excellence
e Perfection is a destiny which no one reaches,
e Excellence is a journey never ends.

e Perfection is zero defect which has no scope for improvement
whereas excellence is a continuous improvement

® The way you do one thing is the way you do everything — zen
teaching

What is Experience?
LEARNING (ASK) + APPLICATION+ GROWING
EVENT + ADD YOUR STORY = LEARNING
LEARNING?
M=motivation
A= attitude
S= skills
K= knowledge
Which is more critical

e |earning



Unlearning
Relearning
Right learning
Wrong learning

Wrong learning is critical, or dangerous

Happy about what you have done and want to do more =
satisfaction

Happy what you have done and you don’t want to do more=
complacency

WHAT IS EXCELLENCE?

PERFECT IS NOT EXCELLENCE

EXCELLENCE IS NOT AN ACT, BUT AN HABIT.
EXCELLENCE IS PROACTIVENESS
EXCELLENCE IS SATISFACTION

Excellence is an Habit, not just an Act

The way you do one thing is the way you do everything
Excellence is Pro-activeness

Proactive Vs Reactive

Pro-activeness is behaving our of choice, whereas reactiveness
is behavior by chance.




® Proactiveness is you taking responsibility and initiative before
someone asked you.

Major Dhyan Chand

PERSONAL AND PROFESSIONAL EXCELLENCE:
e THEY ARE INTER CONNECTED
e THEY INFLUENCE EACH OTHER
EXCELLENCE is:

CANI= CONTINUOUS AND NEVER ENDING
IMPROVEMENT



JAPAN: KEIZEN

STRETCH acronym FOR EXCELLENCE
S=SHATTER STATUS QUO
T=TIME LINE

= ROLE MODEL

E=  ENERGY MANAGENMENT
T=—TAKE (EXPERT) HELP
C= CAWNI

H=—HOLD ON,6 IDON T GIVE TP

Originally developed by Mallesh Annamaina

‘AISA NAHI CHELAGA’

S=STATUS QUO QUESTIONING
Timeline= lifeline =Deadline

Role Models

e Difference between ideal person and role model:

e |deal person from whom you are inspired and influenced with
certain characteristics which you want to imbibe in your life.

® Role model is the person, who is from the same area in which
you want to achieve excellence.

10



- Mahatma Gandhi —
(2 October 1869 to 30 January 1948)

When doubts haunt me.
when disappointments stare
me in the face. and I see not one
ray of hope on the horizon.
I turn to Bhagavad-Gita and
find a verse to comfort me:
and I immediately begin to smile in the
midst of overwhelming sorrow.

Nelson Mandela — Black sun
Energy Management

RETURN ON ENERGY

Dhiru Bhai Ambani
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Take Expert Help

Taking help is not sign of weak, but of the strong

Rahul Dravid and John Wright
CANI

CONTINUOUS AND NEVER ENDING
IMPROVEMENT
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EDWARD DEMING

WRESTLERS STORY

13



Mohd Ali

Hold On — Never Give Up

ISRO - as a sign of NEVER GIVE UP

STRETCH FOR EXCELLENCE
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S=SHATTER STATLTS OQUIO
T=TINME IL.TINE

F=ROLE MOIDET.
E=ENERGY MATNAGEMENT
T=TAKE (EXPERT) HELP
C= CAT™NI

H=HOLDON, DON"T«IVE UP

Mallesh annamaina

9849424779 mobile number

malleshtrainer@gmail.com
Malleshannamaina.com/YouTube/fb/insta/twitter

The last book on self-confidence — by Mallesh Annamainna
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Value Chain Development in Agriculture through ICT
Integration

Anirban Mukherjee!, Dhiraj Kumar Singh', Ujjwal Kumar?, Kumari
Shubha?, Bineeta Satpathy? and Shreya Anand?®

'ICAR-Research Complex for Eastern Region, Patna; 2Department of
Extension, DRPCAU Pusa; *Visva Bharati University, Shantiniketan

Introduction

Agriculture stands as a cornerstone of economies worldwide, providing
sustenance, employment, and economic growth (Constanza et al., 2022). The
evolution of agricultural practices has seen a significant shift from subsistence
farming to a modern, interconnected system encompassing production,
processing, distribution, and consumption (Milner and Boldsen, 2023). This
intricate web of activities is referred to as the agricultural value chain, a
concept pivotal to enhancing productivity, ensuring food security, and lifting
rural communities out of poverty. In recent years, Information and
Communication Technology (ICT) has emerged as a dynamic force capable
of revolutionizing agricultural value chains. ICT's integration into agriculture
holds the promise of reshaping traditional practices, fostering innovation, and
catalyzing inclusive development (Anand et al., 2020). Agricultural value
chains encompass a sequence of activities required to bring a product from its
inception on the farm to its ultimate consumption by consumers. This
multifaceted journey involves various actors, including farmers, suppliers,
processors, distributors, retailers, and consumers. Efficient value chains are
essential to ensure seamless flow, reduced waste, enhanced quality, and fair
distribution of benefits along the chain. However, conventional value chains
often grapple with inefficiencies, information gaps, and limited transparency.

The advent of ICT has ushered in a new era of possibilities for agriculture.

Digital technologies have permeated every facet of the industry, from field
operations to market access. Mobile phones, the internet, data analytics, and
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other ICT tools have led to the digital transformation of farming practices. This
transformation extends beyond individual farms, encompassing the entire
value chain. ICT's influence spans from precision farming techniques that
optimize resource utilization to real-time market information dissemination
that empowers farmers to make informed decisions. By investigating the
potential, opportunities, challenges, and future directions of integrating ICT in
agriculture, this chapter aims to equip policymakers, practitioners, researchers,
and stakeholders with insights crucial for fostering resilient, efficient, and
technology-driven agricultural value chains. In an era marked by dynamic
technological advancements, harnessing ICT's potential in agriculture is not
merely an option but an imperative for ensuring food security, promoting rural
development, and steering agriculture towards a sustainable and prosperous
future. This chapter serves as a comprehensive exploration of the symbiotic
relationship between ICT and agricultural value chain development. It
illuminates the various dimensions of this relationship, ranging from the
advantages reaped through ICT integration to the challenges that need to be
addressed for sustainable and equitable progress. Case studies from around the
globe exemplify the tangible impact of ICT-driven interventions on diverse
aspects of agriculture, including market access, quality control, and
traceability.

Significance of Agriculture in Economic Development

Agriculture, as the bedrock of human civilization, has played a pivotal role in
shaping societies, economies, and cultures throughout history. Its significance
in economic development cannot be overstated, as it influences various aspects
of a nation's growth, stability, and prosperity. Despite the evolution of
industries and the rise of technology, agriculture remains a fundamental driver
of economic progress.

1. Food Security and Nutrition

Agriculture is the primary source of food production, meeting the basic
sustenance needs of populations globally. Without a reliable agricultural
sector, nations would struggle to ensure food security and provide adequate
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nutrition for their citizens (Shubha et al., 2020). A well-functioning agriculture
sector contributes to a balanced and diverse food supply, reducing the risk of
food shortages and malnutrition.

2. Employment and Livelihoods

Agriculture is a major source of employment, particularly in developing
countries where a significant portion of the population relies on farming for
their livelihoods. It provides income opportunities for millions of smallholder
farmers, laborers, and rural communities. As such, a vibrant agricultural sector
can alleviate poverty, enhance rural living standards, and promote inclusive
growth.

3. Contribution to Gross Domestic Product (GDP)

Agriculture directly contributes to a nation's GDP by producing raw materials
for food, textiles, and industries. It generates revenue through the sale of
agricultural products domestically and in international markets. In many
developing economies, agriculture remains a substantial contributor to GDP,
and its growth can stimulate overall economic expansion.

4. Export Earnings and Trade Balance

Agricultural products often constitute a significant portion of a country's
exports. Cash crops, livestock, and processed foods contribute to export
earnings, which can bolster foreign exchange reserves and support trade
balance. Successful agricultural exports enhance a nation's position in global
markets and strengthen its economic ties with other countries.

5. Rural Development and Infrastructure

Agriculture plays a crucial role in rural development by fostering
infrastructure improvements. As agricultural productivity increases, demand
for related services such as transportation, storage, and processing also grows.
This leads to the development of rural infrastructure, which can have positive
cascading effects on various sectors and communities.

6. Market Linkages and Value Chains

Agriculture forms the backbone of complex value chains that connect
producers, processors, distributors, and consumers. These value chains
contribute to economic diversification and provide opportunities for
innovation, entrepreneurship, and value addition. Developing strong
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agricultural value chains can lead to higher income levels and improved
standards of living for stakeholders along the chain.

7. Economic Stability and Resilience

A diversified economy that includes a robust agricultural sector is often more
resilient to external shocks and market fluctuations (Raghav et al., 2022).
Agricultural activities can serve as a safety net during times of economic
uncertainty, helping to stabilize rural communities and provide a buffer against
economic downturns.

Evolution of Agricultural Value Chains

Over centuries, the evolution of agricultural value chains has been a dynamic
journey shaped by technological leaps, global shifts, and consumer dynamics.
In antiquity, agrarian societies practiced subsistence farming, with local
communities handling production, processing, and consumption. As
industrialization and transportation advanced, value chains expanded
geographically. The advent of specialized farming marked a turning point,
with dedicated focus on specific crops or livestock, fragmenting production
stages.

The 20th century's mechanization drastically boosted efficiency. For instance,
in the United States, between 1920 and 1970, agricultural productivity tripled
with the mechanization wave. In recent decades, globalization and technology
have redefined value chains. The integration of biotechnology and precision
agriculture has propelled yields. Global food trade has surged, with
international exports of agricultural products exceeding $1.5 trillion in 2019.
Consumer trends further steered evolution. Ethical considerations led to Fair
Trade and organic movements, and by 2020, the global organic food market
was valued at approximately $110 billion. Digitalization brought real-time
data sharing, aiding informed choices. The 10T agricultural market is projected
to reach $30.8 billion by 2025 (Cudjoe et al., 2020).

This evolution underscores agriculture's remarkable adaptability. Traditional
roots interweave with cutting-edge innovation, catering to a world hungry for
sustenance, quality, and sustainability.
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Section 1: Understanding Agricultural Value Chains

Components of Agricultural Value Chains

Agricultural value chains are intricate systems that encompass the entire
journey of a product from its origin on the farm to its consumption by end-
users. They represent a sequence of interconnected activities and processes
involving various stakeholders, resources, and infrastructure. The aim of a
value chain is to add value at each stage, transforming raw agricultural
commodities into marketable products while minimizing waste and
inefficiency.

Production

Fig 1: Components of Agricultural Value chain
Components of Agricultural Value Chains:
|. Imput Supply: This initial stage involves the provision of inputs such as
seeds, fertilizers, pesticides, and machinery to farmers. Access to quality
inputs significantly influences productivity and product quality.

Il. Production: The heart of the value chain is the production phase, where
farmers cultivate crops or raise livestock. This phase encompasses
cultivation, animal husbandry, and activities to ensure optimal growth and
health.

I1l. Harvesting: Once crops are mature or livestock is ready, the harvesting
phase begins. Proper timing and methods are crucial to maintain product
quality and prevent losses.
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IV. Post-Harvest Handling: After harvesting, products need careful
handling to preserve freshness and quality. This involves activities such
as sorting, cleaning, grading, and packaging.

V. Processing: Transforming raw agricultural products into value-added
goods occurs in the processing phase. This stage includes milling,
refining, canning, and other processes that enhance product shelf life and
consumer appeal.

VI. Distribution and Transportation: The distribution phase involves
transporting products from processing centers to wholesalers, retailers,
and ultimately, consumers. Efficient logistics are crucial to avoid spoilage
and maintain product integrity.

VII. Retail: This is the final link in the chain before consumers. Retailers play
a significant role in product presentation, pricing, and marketing.

VIll. Consumption: The value chain culminates in the consumption of
products by individuals or businesses. Consumer preferences and
demands drive the entire value chain, influencing production decisions
and shaping product offerings.

Importance of Efficient Value Chains for Agricultural Development

Efficient agricultural value chains play a pivotal role in driving agricultural
development and overall economic growth. Several key reasons highlight their
importance:

Enhanced Productivity: An optimized value chain ensures that resources are
used efficiently, leading to increased productivity. Farmers can access high-
quality inputs, advanced techniques, and timely information to improve their
yields.

Improved Income for Stakeholders: Efficiency along the value chain often
translates to higher incomes for all stakeholders involved, from farmers to
processors and retailers. This uplifts rural communities and contributes to
poverty reduction.

Market Access: Value chains provide access to wider markets, both domestic
and international. Farmers and producers can connect with consumers far
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beyond their localities, increasing their potential customer base and revenue
streams (Kumar et al., 2018).

Quality Control and Traceability: Efficient value chains allow for better
quality control measures, ensuring that products meet established standards.
Traceability mechanisms enable identification of product origins and
accountability for quality issues.

Innovation and Technology Adoption: Value chains facilitate the
dissemination of new technologies, practices, and information throughout the
agricultural sector. This accelerates the adoption of innovation, leading to
sustainable growth and competitiveness.

Employment Generation: As value chains expand, they create employment
opportunities across various stages, from production to distribution,
contributing to rural and urban employment.

Challenges in Traditional Agricultural Value Chains

While agricultural value chains hold immense promise, traditional systems

often face several challenges that hinder their effectiveness:

I.  Limited Access to Resources: Smallholder farmers often lack access to
quality inputs, credit, and modern technology, inhibiting their
productivity and ability to engage in value chains.

Il. Fragmentation: Traditional value chains can be fragmented, with poor
coordination among different stages. This results in inefficiencies, longer
lead times, and increased costs.

I1l.  Market Information Gap: Farmers might lack real-time market
information, leading to uncertain pricing and difficulty in making
informed decisions regarding crop choices and sales timing.

IV. Infrastructure Deficits: Inadequate transportation, storage facilities, and
post-harvest infrastructure can result in product losses, reduced quality,
and limited access to markets.

V. Inequitable Benefit Sharing: Some value chains suffer from imbalanced
distribution of benefits, where middlemen capture a significant share of
profits, leaving farmers with limited returns.
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VI. Environmental Sustainability: Traditional value chains might not
prioritize environmental sustainability. Practices such as overuse of
agrochemicals and improper waste disposal can harm ecosystems and
affect long-term viability.

Agricultural value chains are integral to agricultural development and the
broader economy. Efficient value chains enhance productivity, income, and
market access, contributing to poverty reduction and economic growth.
However, challenges in traditional value chains must be addressed to fully
unlock their potential. As agriculture continues to evolve, efforts to
strengthen value chains will be instrumental in achieving sustainable and
inclusive development.

ICT's Role in Transforming Agricultural Value Chains

Overview of Information and Communication Technology (ICT) in
Agriculture

The fusion of Information and Communication Technology (ICT)
with agriculture has revolutionized the way farming and related activities are
conducted. ICT encompasses a diverse array of tools, techniques, and
platforms that leverage digital innovations to enhance agricultural processes,
increase efficiency, and facilitate informed decision-making. From precision
farming to market access, ICT has permeated every facet of agriculture,
reshaping traditional practices and creating new opportunities.
Digital Transformation of Farming Practices

The digital transformation of farming practices lies at the core of ICT's
influence on agriculture. Through the integration of sensors, drones, satellite
imagery, and smart machinery, precision agriculture has emerged as a
cornerstone of this transformation. Farmers can now monitor and manage their
fields with unprecedented precision, optimizing water and nutrient usage,
detecting pest infestations early, and maximizing crop yields. Real-time data
collection and analysis enable timely interventions, reducing waste and
environmental impact. Farm management software and mobile applications
further streamline operations. These tools empower farmers to track weather
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patterns, manage schedules, monitor livestock health, and access market
information from their smartphones. Consequently, even smallholder farmers
gain access to insights that were once exclusive to larger operations.
ICT's Impact on Agricultural Production, Processing, and Distribution
ICT's impact transcends the boundaries of the field and extends
throughout the agricultural value chain, from production to processing and
distribution.
Production: Smart sensors and loT devices provide real-time insights into soil
moisture levels, temperature, and crop health. This data-driven approach
allows farmers to tailor irrigation and fertilization, minimizing resource
wastage. Additionally, predictive analytics help forecast pest and disease
outbreaks, enabling early intervention.
Processing: ICT has redefined processing and post-harvest operations.
Automated sorting and grading systems enhance efficiency and product
quality. Furthermore, traceability systems powered by technologies like
blockchain ensure transparency and accountability throughout the supply
chain. Consumers can trace the journey of their produce from farm to table,
fostering trust and enhancing food safety.
Distribution: E-commerce platforms and mobile applications connect farmers
directly with consumers, bypassing intermediaries and reducing transaction
costs. Online marketplaces facilitate seamless sales, enabling farmers to reach
wider markets. Smart logistics and route optimization streamline
transportation, reducing spoilage and resource consumption.
The role of ICT in agricultural distribution is exemplified by the growth of
agri-logistics platforms. These platforms leverage data analytics to match
farmers with available transporters, reducing inefficiencies and enabling cost-
effective, timely transportation.
In a global context, ICT has enabled the expansion of precision agriculture
techniques to developing regions, unlocking their agricultural potential and
enhancing food security. For example, the "Plantix" app uses image
recognition to diagnose crop diseases, aiding smallholder farmers in Africa,
Asia, and Latin America.
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Benefits and Opportunities of ICT Integration

The integration of Information and Communication Technology (ICT) in
agriculture opens up a realm of benefits and opportunities that revolutionize
traditional practices and empower stakeholders across the value chain.
Improved Access to Market Information for Farmers
One of the most profound advantages of ICT integration is the democratization
of market information for farmers. Through mobile applications, SMS
services, and web platforms, farmers gain real-time access to market prices,
demand trends, and consumer preferences. This information equips them to
make informed decisions about crop selection, timing of sales, and negotiation
strategies. Farmers can now transcend geographical barriers and obtain
insights that were previously accessible only to intermediaries or large-scale
producers. This newfound transparency leads to fairer pricing and reduces
information asymmetry, enhancing the economic viability of smallholder
farmers.

Enhanced Traceability and Quality Control along Value Chains

ICT integration has brought unprecedented transparency and traceability to
agricultural value chains. Technologies like block chain enable the recording
of every step in a product's journey, from cultivation to consumption. This
level of traceability ensures accountability, mitigates fraud, and bolsters
consumer confidence in the safety and authenticity of products. For instance,
consumers can now scan QR codes on product packaging to access detailed
information about the product's origin, production methods, and handling
practices. This traceability extends beyond consumer-facing benefits — it
empowers producers to identify inefficiencies and optimize processes by
analyzing data at each stage.

Financial Inclusion and Access to Agricultural Finance

ICT integration has played a pivotal role in bridging the financial gap for
farmers, particularly in regions with limited access to traditional banking
services. Mobile banking and digital payment systems allow farmers to receive
payments, access credit, and make transactions without the need for physical
banks. This financial inclusion facilitates investment in modern inputs,
equipment, and technologies, thereby enhancing productivity and income
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levels. Moreover, innovative lending models such as peer-to-peer lending
platforms and digital microfinance services extend accessible credit to
smallholders, catalyzing their growth.

Strengthening Farmer-Consumer Relationships

Direct communication channels facilitated by ICT are forging stronger bonds
between farmers and consumers. Farmers can share their stories, production
methods, and challenges with consumers through social media, blogs, and
online platforms. This transparency fosters trust and builds a connection
between producers and consumers, a trend especially prominent in the "farm-
to-table" movement. Consumers gain insights into the origins of their food,
encouraging them to support local and sustainable practices. This trend has led
to the emergence of community-supported agriculture (CSA) models, where
consumers subscribe to receive regular shipments of farm produce directly
from the source.

Unlocking the Potential

In essence, the integration of ICT in agriculture not only streamlines
operations but also transforms the agricultural landscape, leveling the playing
field for stakeholders and empowering them with tools to thrive. Farmers can
make informed decisions, manage risks more effectively, and access financial
services that catalyze growth. Consumers benefit from increased transparency
and quality assurance, while direct engagement fosters an appreciation for the
agricultural process. This symbiotic relationship between ICT and agriculture
underscores its potential to create a more sustainable, inclusive, and resilient
food system, addressing the challenges of a rapidly changing world. As the
technological landscape continues to evolve, the benefits of ICT integration
will likely deepen, contributing to a more prosperous and interconnected
agricultural ecosystem.

Case Studies of Successful ICT-Driven Value Chain Development in India

1. e-Extension Services: Knowledge Dissemination and Capacity Building
In India, the "Kisan Call Center" initiative exemplifies the power of ICT-
driven e-extension services. Launched by the Ministry of Agriculture and
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Farmers' Welfare, this toll-free helpline provides farmers with access to expert
advice, agricultural information, and best practices. Farmers can call the center
to receive personalized guidance on various aspects of farming, including crop
cultivation, pest management, and soil health. The initiative has significantly
enhanced knowledge dissemination and capacity building among farmers,
enabling them to make informed decisions and adopt modern agricultural
techniques. As of 2020, the Kisan Call Center had provided assistance to
millions of farmers across India, contributing to improved vyields and
sustainable agricultural practices.

2. Mobile Apps for Crop Monitoring, Disease Detection, and Pest
Management

The "Plantix" mobile app has revolutionized crop monitoring and pest
management for Indian farmers. Developed by a German agtech company, the
app uses image recognition technology to diagnose crop diseases and pest
infestations. Farmers can capture photos of their crops using their smartphones
and receive real-time recommendations for treatment and management. This
app addresses a critical challenge — the timely identification of crop issues —
and empowers farmers with actionable insights, thereby reducing losses and
improving productivity. The success of Plantix in India highlights the potential
of mobile apps as tools for precision agriculture and rapid response to crop
threats.

3. Online Marketplaces and Agri-Logistics Platforms

The "eNAM" (National Agriculture Market) platform is a significant ICT-
driven initiative aimed at transforming agricultural markets in India. Launched
by the Government of India, eNAM is an online marketplace that connects
agricultural produce markets across the country. It enables farmers to sell their
products directly to buyers and traders through an electronic platform,
eliminating intermediaries and reducing transaction costs. Additionally, the
platform offers price transparency and real-time market information, enabling
farmers to make informed selling decisions. The integration of ICT in eNAM
has streamlined the agricultural marketing process, created a competitive
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environment, and increased farmers' income by connecting them with a wider
consumer base.

These case studies underscore the transformative potential of ICT
integration in agriculture in India. The adoption of e-extension services,
mobile apps for crop management, and online marketplaces has addressed key
challenges and unlocked new opportunities along the agricultural value chain.
These initiatives not only improve productivity and profitability for farmers
but also contribute to the overall development of the agricultural sector in the
country. The success of these examples also underscores the importance of
continued investment in digital technologies to ensure the sustainability and
resilience of India's agricultural landscape.

FPO and ICT based value chain management

Farmer Producer Organizations (FPOs) have emerged as powerful
instruments for driving agricultural value chain development, and their
integration with Information and Communication Technology (ICT) and block
chain technology holds immense potential for revolutionizing the agricultural
landscape. FPOs act as aggregators, bringing together smallholder farmers to
collectively engage in production, processing, and marketing activities
(Mukherjee et al., 2022a, Anand et al., 2023). By incorporating ICT tools such
as mobile apps and online platforms, FPOs can streamline communication,
provide real-time market information, and offer training to member farmers.
This empowers farmers with critical insights for making informed decisions,
enhancing crop yields, and accessing wider markets (Mukherjee et al., 2022b).
Furthermore, blockchain technology can enhance transparency and
traceability within FPOs.
Case of Shayadri Farms

Shayadri Farms and FPO of Maharashtra have used Block chain
technology for enhancing tracability of its products. Sahyadri Farms stands at
the forefront of innovative agricultural practices, championing the
comprehensive integration of pertinent data with Blockchain technology. They
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have developed AGRO TRUST platform which is basically integration of
Blockchain, loTandAlplatforms.
(https://www.sahyadrifarms.com/sustainability/transparency-and-fair-
equity). This integration encompasses an array of critical data points,
including harvest specifics, produce quality attributes, pricing distribution
encompassing cost structures and profit margins, and detailed insights into
farmer remuneration. The seamless linkage of these data aspects is
meticulously designed to render consumer validation effortless through a
simple QR code scan. Similarly, a parallel information dissemination process
is extended to farmers, elucidating the trajectory of their individual produce as
it traverses the intricate contours of the value chain. This paradigm reflects an
advanced approach to transparency, accountability, and traceability within
agricultural operations, ultimately fostering heightened consumer trust and
augmenting the knowledge and agency of farmers in relation to their produce’s
journey.

By recording every transaction and process on an immutable ledger,
blockchain ensures accountability and reduces information asymmetry. This
is particularly valuable for FPOs dealing with premium products, as
consumers can trace the journey of products from farm to table. Additionally,
blockchain-powered smart contracts can automate payment processes,
ensuring fair and timely compensation for farmers. As FPOs continue to gain
prominence as vehicles for inclusive growth, harnessing the potential of ICT
and blockchain can catalyze efficiency, trust, and equitable benefits
throughout the agricultural value chain, benefiting farmers, consumers, and
the sector as a whole.

Policy and Institutional Support

Government Initiatives for Promoting ICT in Agriculture
Governments around the world recognize the transformative potential of
Information and Communication Technology (ICT) in agriculture and have
initiated various programs to promote its adoption. In India, for example, the
"Digital India" campaign aims to provide digital infrastructure and
connectivity to rural areas, ensuring that farmers can access critical
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information, market data, and financial services through digital platforms.
Similarly, the "e-Krishi Project” in Bangladesh has established community-
based telecenters to deliver agricultural information and extension services to
rural farmers. These initiatives underscore the role of governments in creating
an enabling environment for ICT integration in agriculture.

Public-Private Partnerships for Sustainable ICT Adoption
Collaboration between the public and private sectors is crucial for the
successful integration of ICT in agriculture. Public-private partnerships (PPPs)
bring together the strengths and resources of both sectors to drive sustainable
technology adoption. In Nigeria, the "Village Base Operator (VBO)" program
showcases such partnerships. Telecom operators, in collaboration with
government agencies, established VBOs in rural areas to provide agricultural
information, market prices, and weather forecasts through mobile phones.
These partnerships leverage private sector expertise to ensure the longevity
and effectiveness of ICT interventions, leading to improved access to
information and services for farmers (Mukherjee and Maity, 2015).

Role of Agricultural Cooperatives and Associations Agricultural
cooperatives and associations play a pivotal role in facilitating the adoption of
ICT among farmers. These organizations provide a collective platform for
knowledge sharing, training, and access to technology. For instance, the
"DigiFarm" initiative in Kenya, powered by Safaricom and the One Acre
Fund, leverages mobile technology to offer smallholder farmers access to
inputs, credit, and information. By partnering with cooperatives, DigiFarm
enhances farmers' capacity to utilize digital tools effectively, transforming
their approach to farming and business management.

Creating Enabling Regulatory Environments:

Regulatory frameworks play a crucial role in fostering a conducive
environment for ICT integration in agriculture. Clear policies and regulations
enable technology developers, service providers, and farmers to operate with
confidence. In Rwanda, the government established the "Smart Nkunganire
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System", which connects farmers with agronomists through mobile phones.
This system, facilitated by favorable regulatory conditions, allows farmers to
seek advice on crop management and receive personalized recommendations.
A supportive regulatory environment encourages innovation, safeguards data
privacy, and ensures equitable access to ICT resources.

Conclusion

The integration of Information and Communication Technology (ICT)
in agriculture has ushered in a new era of innovation, efficiency, and
sustainability. From e-extension services that empower farmers with
knowledge to mobile apps that revolutionize crop management, ICT-driven
transformations have redefined every stage of the agricultural value chain.
These advancements have not only improved productivity and profitability but
have also fostered stronger connections between farmers and consumers.

Government initiatives, public-private partnerships, and the role of
agricultural cooperatives have played pivotal roles in ensuring the successful
adoption of ICT in agriculture. By creating enabling regulatory environments
and promoting collaboration, these efforts have laid the groundwork for a
technology-driven agricultural landscape.

As the world grapples with challenges like food security, climate
change, and economic development, the potential of ICT in agriculture shines
bright. The case studies from India and various global contexts underscore the
impact of these innovations in creating more inclusive, efficient, and resilient
agricultural systems. As technology continues to evolve, embracing ICT in
agriculture will be vital for shaping a sustainable future, where the fusion of
tradition and innovation ensures the well-being of farmers, consumers, and the
environment.
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INTEGRATING GENDER INTO VALUE CHAIN

Dr. Bineeta Satpathy
Associate Professor & Head,RPCAU, Pusa,Bihar

VALUE CHAINS ARE EMBEDDED IN A SOCIAL CONTEXT

From production to processing to disposal, gendered patterns of behavior
condition men’s and women’s jobs and tasks, the distribution of resources and
benefits derived from income generating activities in the chain, and the
efficiency and competitiveness of value chains in the global market.

VALUE CHAIN DEVELOPMENT AFFECTS GENDER ROLES AND
RELATIONS

Value chain programs seek to achieve systemic change in firms and across
the chain in ways that promote upgrading and competitiveness
CHARACTERISTICS OF GENDER EQUITABLE AND COMPETITIVE
AGRICULTURAL VALUE CHAINS

Value chain programs that support gender equity goals:

* Understand men’s and women’s roles and relationships.
* Foster equitable participation.

* Address the distinctive needs of women.

* Support women’s economic advancement.

* Promote gender equitable market-driven solutions.

* Design equitable benefit-sharing mechanisms.

* Include men in defining the “problem” and the solution.
Gender Dimensions Framework (GDF)
Practices and Participation
Access to Assets
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Beliefs and Perceptions
Laws, Policies, and Institutions

PHASE ONE: MAP GENDER RELATIONS AND ROLES ALONG
THE VALUE CHAIN

The first step in developing gender-equitable value chains is based on an
accurate understanding of existing gender relations in a specific country
context and for specific crops.

It includes

(1) Mapping men’s and women’s participation and benefits along the chain and
(2) Identifying the factors that shape the gender patterns in value chain operations.

Mapping the value chain entails the assembly and collection of
relevant gender-related data (from primary and secondary sources), as well as
the organization and presentation of that data.

This mapping process includes both quantitative and qualitative data
collection.

The engendered quantitative mapping exercise helps practitioners
determine labor allocation, returns, and ownership along the chain.

The qualitative mapping exercise employs the Gender Dimensions
Framework (GDF) to collect and organize data collection.

The GDF complements the quantitative data by collecting data on the
factors that shape outcomes for men and women along the chain.

Phase Two uses the tools of gender analysis
To identify gender-based constraints drawing on the information collected
in Phase 1:
Step 1. Identify conditions of gender disparity.
Step 2. Identify the factors that cause the gender disparities.
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Step 3. Formulate a cause and effect hypothesis: the gender-based constraint
statement (GBC statement)
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Toolkit for Gender Analysis of Crop and Livestock Production,
Technologies and Service Provision
The Role of Extension in Supporting Value Chains

Module outcomes

After completing this module, you will be able to:

36



1. Explain why agricultural marketing is important for farmers;

2. Explain the agricultural market, the value chain and the key actors in the
value chain;

3. Assess market linkage methods; and

4. Analyze markets and value chains.

Module overview

The purpose of this module is to help extension agents, who are new
to working with markets, understand the basic components of marketing value
chains and the way in which extension agents can work with farmers and other
key chain actors to target market opportunities and to develop an action plan
that farmers can use to engage with markets successfully.

In the theoretical part of the module the focus is on the importance of
agricultural marketing for farmers, the analysis of the agricultural market and
the value chain, as well as market linkage methods.

Module introduction

For many years, the role of the extension agent was to help farmers
produce more, which was an effective strategy when most farmers sold their
goods directly to government. However, farming conditions and circumstances
have changed and farmers currently work with or compete with local and
international farmers to sell their goods at prices that enable them to cover their
production costs and provide them with a profit. In this new and highly
competitive market, the role of the extension agent has also changed, in that
the new extension agent needs to support farmers in several areas.

An effective extension agent needs to:

Help farmers to enhance their productivity by using sustainable and climate
smart production methods;

Support farmers in organising themselves, so that they can benefit from
economies of scale and gain improved equity and trust through building their
social capital; and

Enable farmers to identify and engage with appropriate markets to improve
their levels and consistency of income.
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In order to ensure that farmers are successful in improving their
production systems and market performance, the new extension agents must
have a working knowledge of markets, agricultural marketing and agricultural
value chains.

Economies of scale: The cost advantage resulting from an increased output of
a product.

Social capital: A network of social or economic institutions and individuals
that cooperate to create collective value change Complete the pre-assessment

in your workbook

Study unit 1: The agricultural market, value chain and key actors

Study unit outcomes

After completing this study unit, you should be able to:

Explain the concepts of agricultural marketing, the market and the value chain;
Explain the concepts of supply and demand, as well as their effect on the
market;

Identify the different types of formal and informal markets in the agricultural
value chain;

Describe the advantages and disadvantages involved in the different types of
agricultural markets;

Identify the key actors in a value chain;

Explain the role of each key actor in a value chain;

Identify key business development service providers in the agricultural market;
Explain the role of business development services in the agricultural market;
Describe the role of key regulators in the agricultural value chain; and
Identify the most important food issues and standards in the agricultural
market.

Study unit overview

The purpose of this study unit is to familiarise you with the key
concepts in agricultural extension services, including agricultural marketing,
the agricultural market, the value chain in the agricultural market and the key
actors involved in the agricultural value chain.
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Study unit introduction

It is estimated that 1,5 billion people across the world, who mainly live
in rural communities, are involved in smallholder agriculture. Although they
play an important role as food producers, the income opportunities of these
farmers remain challenging. The main purpose of extension services is to
support rural farmers in improving their livelihood prospects. In order to
provide a supporting service to farmers, extension agents need to provide more
than production-based services: they have to be familiar with the market in
which the farmers operate and they have to understand the value chain in the
market. This will enable them to support the farmers in identifying marketing
opportunities.

Session 1.1: Agricultural marketing, the market and the value chain

Session outcomes

After completing this session, you should be able to:

Define agricultural marketing;

Describe the agricultural market;

Recognize the connection between the agricultural market and the value chain
Explain the concepts of market supply and demand; and

Explain the effects of market supply and demand on prices.

Introduction

In order to operate in the highly competitive agricultural market, it is
crucial for farmers to market their products. Marketing is the management
process responsible for identifying, anticipating and satisfying customer
requirements profitably. The marketing process includes all the activities for
creating, communicating, delivering and exchanging offerings (products and
services) that satisfy customer needs or requirements and, thereby, have value
for customers. In other words, marketing is the process of putting the right
product in the right place, at the right price, at the right time.

Agricultural marketing, which specializes in a particular market and
customer, is the set of business activities that are performed in the flow of
products from the beginning of agricultural production to the hands of
consumers.
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The marketing function is always performed in a particular market
context, which relates to the product and location. Therefore, it is important to
understand the market and the way in which marketing relates to the market
actors. In this session, you will explore agricultural marketing, the agricultural
market in which farmers operate, as well as the roles of people involved in a
value chain, which is part of the overall agricultural market.

Agricultural marketing: The set of business activities that are performed in
the flow of products from the beginning of agricultural production to the hands
of consumers.

Marketing mix: A set of tactics and strategies that a company (or farmer
organisation) uses to promote its product in a particular market and that is
made up of the so-called four Ps of marketing: product, price, place and
promotion.

Agricultural marketing

Agricultural marketing deals with consumer needs and the profit that
is made by satisfying consumer needs. Agricultural marketing consists of the
following three basic elements:

The customer;

Factors that can be controlled, which are known as the marketing mix:
product, price, place (distribution) and promotion; and

Environmental factors, which cannot be controlled: political, economic, legal,
technological factors.

Agricultural marketing includes all the activities and services involved in
moving an agricultural product from the farm to the consumer who buys the
product. In this way, agricultural marketing includes activities such:

Production planning;

Growing and harvesting;
Cleaning, grading and packaging;
Storage and transport;
Distribution;

Advertising; and Sales.

40



In industrial countries, many farmers plant a crop only after they have
found a buyer, agreed on the terms of sale and completed a business plan.
Farmers in developing countries should do the same. A marketing plan helps
farmers to understand which products are in demand and will provide a profit
and then to decide on:

What to plant;

When to plant;

How to produce a crop; and

Who to sell the harvested crop to.

All marketing activities take place in a particular market and, in the
next section, you will learn about the concepts of the agricultural market and
the value chain.

The agricultural market and value chain

A market can be defined as the group of consumers or
Organizations who:

Is interested in a particular product;

Has the resources to buy the product; and

Is allowed by regulations and or legislation to buy the product.

In other words, an agricultural market can be defined as the group of
consumers and organizations that is interested in a particular agricultural
product, has the resources to buy it and is legally allowed to buy the product.

Marketing plan: A document that outlines the current market position of a

company, as well as the activities involved in meeting specific marketing
objectives for a particular period (e.g. a year).

Agricultural market: The group of consumers and organisations who is
interested in a particular agricultural product, has the resources to buy it and is
legally allowed to buy the product.

In order for a market to exist, the following components have to be
present:

A product or commodity that can be bought and sold;
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Buyers and sellers;
A business relationship between buyers and sellers; and
A particular area, such as a region or a country.

The following terms are used to describe the different levels in a market:
Potential market: consumers in the total population who are interested in
buying the product;

Available market: consumers in the potential market who have enough money
to buy the product;

Qualified available market: consumers in the available market

who are legally allowed to buy the product;

Target market: the consumers in the qualified available market to whom a
company decides to sell the product; and

Penetrated market: the consumers in the target market who have bought the
product.

Based on the nature of the product, the agricultural market differs from the
market of manufactured goods in the

following ways:

The agricultural products are perishable: agricultural products can perish and
their perishability varies during months and seasons;

The agricultural products are not produced throughout the year: agricultural
products are produced in a particular season;

Most agricultural products are bulky: because of the bulkiness of the products,
their transportation and storage may be difficult and expensive;

Variation in quality: there is a large degree in variation in the quality of
agricultural products, which makes it difficult to grade and standardize them;
Irregular supply: agricultural production depends on natural conditions and,
therefore, the supply may vary; and

Agricultural products require processing: most agricultural products have to be
processed, before they can be sold to the consumer.

A value chain is a set of connected activities that work together to add
value to a product, while linking buyers, sellers and markets. An agricultural
value chain can be defined as the goods, services and processes involved in an
agricultural product moving from the farm to the final customer.

An agricultural value chain usually includes a wide range of activities,
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including:

Input supply;

Farm production;

Post-harvest handling and processing;
Production and handling technologies;
Grading criteria and facilities;
Cooling and packing technologies;
Storage and transport;

Industrial processing;

Finance; and Feedback from markets.
Market segmentation

Market segmentation can be defined as the division of an overall
market into segments of customers with common characteristics. Market
segmentation can be based on geographic, demographic and behaviouristic
characteristics.

For example, in a demographic segmentation, consumers can be
segmented according to their age, sex, religion, personality, location, or income
and, in this way, the following consumer segments can be identified:

Young, well-off people in cities;
Middle-aged, well-off people in cities;
Young parents with families; and Children.

Different market segments have different needs and preferences. For
example, young, well-off people may like to go shopping in supermarkets,
while older people may buy their food in traditional markets. Figure 2 shows
examples of market segments.

To help farmers sell products to a particular type of consumer, the
extension agents need to target the marketing strategy to a specific market
segment and understand what their needs and preferences are.

Market supply and demand

Market supply and demand are important concepts, because they
influence the prices that farmers can get for their produce.

If farmers understand supply and demand, they can:
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Plan what crops to grow, when to plant and harvest, and where to sell;

Plan to harvest their crops at the beginning or at the end of the season, when
prices are higher;

Grow a crop variety that is more expensive than the standard one, for example,
red potatoes may be sold for more money than white potatoes;

Decide to grow a more nutritious crop, such as vegetables or fruits instead of
maize;

Decide what would be the best time to sell their crop, for example, by storing
it until the price goes up; and

Try to increase the quality of the crop (for example, by protecting it from pests
and diseases), so it can be sold for a higher price.

Market supply

Market supply is the quantity or amount of a product (maize, potatoes,
tomatoes, eggs, and so on) that producers can offer to the market for sale. The
supply of a product depends partly on its price and on local conditions. If
farmers see that the price of a product is high, they will try to sell it immediately
and they are also likely to grow more of the product next season. If the farmers
see the price falling, they may keep their products in storage, until the price
recovers. Low prices will also discourage them from planting the same crop
the following season.

The supply of a product also depends on local conditions. For example,
if there is a lot of rain in an area, farmers can harvest a great deal of grain, but
if there is drought, the harvest is poor.

Other local conditions that may also affect the supply of a product are:

Pests and diseases;

Availability of and access to fertiliser, water and seeds;
Poor roads and transport vehicles;

Poor farmer health and nutrition; and

Pregnancy and child rearing (in the case of female farmers).

Market demand

Market demand refers to the amount of the product that customers are
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willing and able to buy, which partly depends on the price. If the price is low,
more people will want to buy and each person may want to buy more of the
product. If the price goes up, fewer people want to buy and each person will
probably buy a smaller amount.

The demand for a product is also affected by many other factors and
customers generally want to buy more:
Staple foods (such as maize or wheat) or major vegetables (such as onions and
tomatoes) and less unfamiliar types of food or items they use only in small
guantities;
High quality products rather than items that are low quality or damaged;

Fresh products (such as fish) that have just been landed or vegetables harvested
yesterday, rather than produce that was caught days before, or harvested weeks
ago; and

Scarce items, such as the first fruits of the season.

The effects of supply and demand on prices

Think of what happens just after the grain harvest. Numerous farmers
want to sell their grain at the same time: they need money to pay their expenses,
repay loans and buy seed for next season. They all bring their sacks of grain to
the village marketplace on the same day. However, there are only a few people
who want to buy grain and, therefore, a customer— typically a market trader—
can offer a lower price to a farmer for a sack of grain. The farmer has to agree
to sell, because he/she needs the money. In this way, the price of grain will fall
when the supply is high (when there are many suppliers) and the demand is
low (when there are the same number or fewer buyers). In other words, when
supply goes up, the price goes down and when supply is low, then prices will

increase.

Session 1.2: Agricultural market types

Session outcomes
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After completing this session, you should be able to:

Identify different types of formal and informal markets in the agricultural value
chain; and

Describe the advantages and disadvantages involved in different types of
agricultural markets.

Introduction

In order to have a clear understanding of the value chain, you should
understand the different components in the value chain, which include the
different types of markets, value chain actors, consumers and regulatory
organizations that support the smooth operation of a value chain. In this
session, you will focus on the different types of agricultural markets.

Agricultural markets range from small local markets, where a few farmers get
together to sell directly to a limited number of

Consumers, up to globally integrated modern markets, where thousands of
farmers sell millions of tones of produce through a highly organized set of
market actors, who sell on to mass consumer markets. In-between, there are
hundreds of market types and market chains that make up the global food
system.

When supporting farmers in linking to markets, you need

To consider arange of market types and the benefits and disadvantages of these
market types. Through dialogue with farmers, help them to make decisions on
the markets that offer them the best returns at an acceptable risk. In the
following sections, the most important informal and formal agricultural market
types will be discussed.

Informal markets

For the majority of smallholder farmers in developing countries, the
most accessible markets are informal markets. These markets are termed
‘informal’, because they exist beyond the tax system and, therefore, they are
off record. In most developing countries, informal markets trade more than
80%—-90% of the agricultural goods and are, therefore, important markets for
smallholder farmers.

Informal markets include the following produce transactions:
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The farm gate (on the farm);

Roadside sales;

Village markets;

Rural assembly markets; and

Sales within the main urban wholesale and retail markets.

Informal markets typically:
Support all types of products produced by smallholders, including the high
volume, lower value grain and pulse crops, as well as the higher value fruits,
vegetables and meat products;
Have no formal grades and no traceability systems;
Rarely use standard measures;
Set prices based on local supply and demand conditions;
Offer few barriers to entry; and
Avre attractive to smallholder farmers, as they generally get paid in cash on
delivery and have few, if any, rules and regulations.
Figure shows an example of a massive informal market.

: Example of a massive informal market - Mile 1 in Lagos
(Nigeria)

The lack of regular grades and standards benefit small volume, low
quality suppliers who can offer their produce to the highest bidder. The lack of
grades and standard measures also benefit buyers, who are more interested in
value and quantity than quality.

Although basic in structure, informal markets handle large volumes of
produce and are generally highly efficient in terms of produce throughput. The
markets are regulated by the trading associations, who have a tight network of
traders, who travel across the country to collect and supply goods.

Efficiency within the markets is also surprisingly high. As there is no
enforcement of grades, postharvest losses are lower than formal markets since
there is considerable flexibility in the quality of goods that can be sold. This
makes informal markets attractive to consumers, who can pick through goods
for high quality produce, but also offers the sale of lower quality food that is
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more affordable to poorer consumers.

There are, however, the following disadvantages involved in informal
markets:

The markets are often ruled by local authorities and trader groups who limit
competition, can enforce stall fees and rarely invest in upgrading market
facilities;

Lack of investment and poor levels of transparency often result in crowded and
unsanitary conditions;

Food safety issues are often overlooked and, in many countries, this has
resulted in middle class consumers in developing countries seeking alternative
market options; The lack of a business outlook from the informal markets
management limits their attractiveness for investment and growth. Formal
markets dominate the agricultural trade and lives of most smallholder farmers
in emerging economies. The majority of agricultural goods are sold by farmers
to traders, processors and consumers in developing countries without any
consistent standards, few contractual arrangements and with minimal
government taxation. In the following sections, the different types of informal
markets will be outlined.
Farm gate markets

Farm gate markets (on-farm markets) are the simplest market type;
they sell directly from the farm. Farm gate sales occur when the farmers sell
their products directly from their farm to their neighbors or traders, who travel
in search of goods to buy, or to local buying agents. Farm gets Markets: Are
convenient for the farmer;
Have no additional marketing cost, such as loading or unloading; and Have no
problems in reaching agreements with the other members of a marketing group
before the sale is made.Prices for these types of sales may be low, though. Figure
4 shows an example of a farm gate market.
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Informal assembly markets

Informal assembly markets involve farmers and small local traders
coming together regularly to sell their goods to larger traders. In other words,
the buyers in assembly markets are traders, not consumers. Assembly markets
are normally found in rural areas or in small towns close to farming areas. Many
assembly markets are held only once or twice a week and some are held in the
harvest season only.

Informal wholesale markets

Informal wholesale markets, which are generally found on the outskirts
of larger towns and cities, are markets where traders (and a few farmers) deliver
produce in bulk. Retailers come to these wholesale markets to buy bulk goods,
which they make into smaller lots to sell in their stalls and shops. Figure 5
shows an example of this type of market. Informal retail markets Informal retail
markets are markets where consumers and small businesses (such as
restaurants and street-food vendors) buy their daily or weekly supplies of food.
It is possible for farmers to sell in bulk directly to retail markets, but in order
to do so, they must work out a system with the retailer. Wholesalers may try to
prevent farmers from selling directly to retailers.

Formal markets

As smallholder farmers become more organized and seek more
profitable prices and more stable income streams, they tend to seek out the
more formal market sectors. Formal markets consist of all the businesses,
enterprises and economic activities within the agricultural and food sectors that
are structured, monitored, protected and taxed by government and
internationally recognized standards, such as the Codex Alimentarius. Formal
markets systems also fall under specific private and public sector food safety
regulations that are tied to economic standards. In order to sell in formal
markets, farm products must meet these stipulated standards.
Codex Alimentarius: A collection of internationally recognized standards,
codes of practice, guidelines and other recommendations relating to foods,
food production, and food safety.
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The advantages of the formal markets for sellers are:
High levels of market organization;

Transparency; and Opportunities for developing long-term trading relationships
between farmers and buyers.

Formal markets are attractive to consumers, as they:
Focus on produce quality;

Sell produce using grades and standards; and

Have legal enforcement of these systems.

Formal markets:

Do not always offer higher prices compared to the informal sector, but
generally offer more consistent pricing methods and extended seasonal buying;
Are highly competitive;

Have strict quality standards and are subject to increasing

levels of food safety regulations;

Invest in information and communication technology (ICT), so that produce is
traceable within the market chain;

Monitor produce for quality;

Record and share information on prices and volumes;

Invest in storage systems; and

Monitor sanitation through the market system.

The terms and conditions within formal market sectors tend to favor
larger farmers and, therefore, if small hold- farmers want to engage with these
markets, they need to be well-organized and fully adhere to the market
requirements.

Information and communication technology:

The integration of communication devices, applications and services,
including computers and computer networks, mobile phones and television to
enable users to access, store, transfer and manipulate information.

In the following sections, different types of formal markets will be discussed.
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Supermarkets

As towns grow, people want to buy in convenient, one-stop shops.
Supermarkets enable consumers to buy

A large variety of different types of goods at the same time. The food is
attractively packaged and of good quality. In developing countries,
supermarkets serve mainly middle to higher income urban people. Farmers can
sell directly to supermarkets, but they must meet strict volume and quality
requirements.

Food processing markets

As countries urbanize and incomes rise, consumer food habits change
towards more processed and packaged foods. In the food and beverage
industries, processors offer farmers and traders new markets and the prospect
for long-term stable business relationships. Figure 7 shows an example of a
food processing plant.

Hotels and restaurants

One of the market consequences of urbanization and rising incomes is
changing diets, with urban consumers buying higher quality food products and
also buying higher value products, such as vegetables, meat and dairy products.
Urban centers also concentrate large numbers of consumers whose lifestyle
involves buying meals at restaurants in addition to food that is processed and
prepared later.

Hotels and restaurants pride themselves on serving customers with food
made with fresh, high quality produce. In order to ensure the supply of high
quality goods, chefs often work directly with farmers or with reliable suppliers
of high quality produce. The higher value of these markets offers new
opportunities to farmers to sell their goods at better prices to higher income
buyers.

Feed markets

In urbanised countries, consumers’ diets have changed to include an
increasing consumption of meat and milk products. This creates a growing
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demand for animal feed products, which is driving another new market
opportunity for farmers.

Livestock feed processors require sources of both carbohydrates and
protein in their feed products and formulations, which offers farmers the
opportunity to grow a range of crops, including maize and soybean to supply
these feed processor markets.

Export markets

Export markets involve goods produced in one location or country being
sold and consumed in another country. Examples of export trade traditionally
included a mix of food and fiber products, such as coffee, cocoa, tea, tropical
fruits, nuts and cotton. However, nowadays the export trade in agricultural
produce is a fully globalized process with goods moving in all directions.

The global trade in goods is particularly being fueled by the current
consumer demand for the year-round supply of all food products, which
requires processors and retail outlets to have suppliers from across the world
to provide their fullest inventory of goods through the local seasons.

Farmers have experienced major threats and benefits from the
globalization of agricultural markets, but the growth in this market sector
offers farmers real opportunities to sell high volume, high value produce- if
they can meet the increasingly strict food safety and traceability requirements
of these markets.

Comparing market types

Each type of market serves a specific role. Each offers a different
combination of quality, quantity, prices, and presentation of goods. Generally,
farmers receive the lowest price if they sell unsorted produce at the farm gate.
They can get higher prices if they sell the same goods to a modern supermarket.
The more distant markets may offer higher prices, but marketing costs,
particularly transport costs, are also higher. Supermarkets may offer the highest
price, but farmers will need to meet many conditions and pay for many services
to supply them.

All of the markets discussed in the sections above offer opportunities for
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sales of farm goods. Extension agents and programmers that are seeking to link
farmers to markets need to be able to assess the right type of market outlet for
a given product and type of farmer. Market agents also need to be able to assess
multiple market options when selling their goods. For example, farmers in
Uganda sold their highest quality potatoes to a fast food restaurant, in order to
access the benefits of year-round sales at the highest market prices. However,
this only represented 60% of their production and, therefore, the farmers
needed to identify alternative markets for the rest of their produce.

Market trends in emerging economies

The processes of reform within the agro-food system that started in
industrial economies are now moving into middle- and low- income countries.
As countries urbanize, there is a shift to higher standards, thereby causing
significant marketing and institutional changes that affect smallholder
agriculture and the livelihoods of rural communities the world over. Domestic
markets across the world now cater to market demands from more
sophisticated urban consumers with higher incomes, who want to buy
conveniently and attractively packaged food, of high quality, consistency and
safety. Domestic markets are undergoing rapid but uneven modernization, with
large supermarket chains and branded manufacturers growing alongside the
informal market.

Emerging markets have also become increasingly attractive for the
major grocery retailers, wholesalers, food manufacturers and food-service
companies. These firms are investing in such markets with stores and
associated supply chains.

More concentrated, high growth markets offer farmers:

Access to higher profit margins;

More stable incomes;

Options for long-term trading relationships and value addition; and

Greater access to knowledge and services, such as new production technologies
and financial services.

The combination of more stable prices and access to services means that
what farmers learn in working with one product line can also be applied to
other parts of their farm enterprises.
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Linking to modern markets generally requires farmers to organise
themselves into effective and cohesive groups, so that they can supply larger
quantities of produce to the buyers with agreed quality specifications. Working
in structured business units provides farmers with a vital social network that
supports future growth.

Being a supplier of a modern market also offers farmers the potential for
differentiation of their production and sales and the ability to bundle different
products around specific labels and brands.

Session 1.3: The core actors in the agricultural value chain

Session outcomes

After completing this session, you should be able to:
Identify the key actors in a value chain; and

Explain the role of each key actor in a value chain.

Introduction

As indicated in Session 1.1, the value chain is a set of connected
activities and people working together to add value to a product, while linking
producers to processors and markets. A value chain can be local—when
farmers sell to nearby traders and retailers— but with modern market chain
management, many value chains span countries and continents.

Level 1: the core value chain actors, who buy and sell a product and link
farmers and consumers;

Level 2: the business development services (BDS), who enable value chain
actors to trade efficiently, and

Level 3: the regulatory agencies who support the policies and standards within
value chains.

Business development services: People and organisations who support the
production, supply and marketing of goods, without owning the product
involved, e.g. market access support, infrastructure support and training
support.

In this session, you will focus on the key value chain actors, including farmers,
processors and traders, who perform the functions required to produce and
market agricultural products. After production, each of the core value chain
actors physically sells or buys the product. The number of actors can range
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from two or three to ten or fifteen separate entities spanning multiple
transactions.

Key value chain actors
Table 1 explains the roles of each of the core chain actors in the value chain.

Table 1: Key value chain actors

Value chain actor
Description

Farmers Farmers grow crops or raise livestock and they or their
family members do the initial processing (harvesting,
drying, sorting, etc.). They occasionally sell directly to
consumers (often other people in their village), but more
usually they sell to traders.

Collectors Collectors are small, local traders, who buy directly from
individual farmers. They may buy a few bags of produce
from many farmers and store them, until they have enough
to sell to a

larger trader or processor. Collectors have limited capital
and trade small volumes. They may use motorbikes or
may own or rent a small truck.

Processors Processors, who transform the product in some way,
include millers, feed manufacturers, butchers, leather
workers, coffee roasters, juice makers, canners, and
companies that make potato chips or that package frozen
food. Processors vary from small household enterprises to
big firms. They can be located in

rural areas or in a town or city and they may use
traditional or modern technologies.
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Wholesalers Wholesalers deal with much larger volumes than
collectors. They own or rent a bigger vehicle, and have
their own storage warehouses. They buy most of their
supplies from smaller traders or processors, but some also
buy directly from farmers. Wholesalers supply retailers in
towns and cities.

Retailers Retailers sell products to consumers. Supermarket chains
are large companies that handle big volumes of many
different products. In contrast, small shops and market
vendors sell much smaller volumes and fewer goods, and
do not keep sizeable stocks.

Consumers Consumers, who are at the end of the value chain, are the
people who buy and use the product. They include the
end-users, who eat or drink the food, or wear clothes made
of wool or cotton. Consumers also include companies that
use the product to make something else, such as a
restaurant that uses peanut oil to fry food.

Session 1.4: Business development services in the agricultural value chain

Session outcomes

After completing this session, you should be able to:

Identify key business development service providers in the agricultural market;
and explain the role of business development services in the agricultural
market.

Introduction

As indicated in the previous session, the key business development services,
which are essential in supporting the core market chain actors in performing
their commercial functions, operate on the second level in the value chain.
Business development services include:

Market access support (identifying markets, facilitating relationships, contract
negotiation);
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Infrastructure support (transport, communication, warehousing);
Training;

Technology support; and

Input supplies and finance.

For example, producer groups may:

Need advice and assistance in becoming organic or Fair Trade certified;
Require working capital at the start of the harvest season to pay farmers in
advance; or

Need to build silos for storage or facilities for processing and packaging.

Business development services are essential for helping the core value
chain actors build and grow their businesses and they are often critical in
driving competitiveness and sustainability of actors within value chains.
Although these services are essential for a productive and competitive value
chain, farmers often face multiple challenges that prevent them from
accessing the services.

Farmers and traders need different types of services at different times in the
season and at different stages in the value chain, for example:
At the beginning of the season, farmers need loans for seed, fertiliser and
labour, which are repaid only after the harvest;
At mid-season, farmers need loans for weeding, which they will be able to
repay after harvest;
At harvest time, they may need loans to harvest the crop, or that so they can
hold onto their crops until the price has risen; and
Traders need short-term loans, so they can buy products to sell and, in some
cases, buy produce to store and sell.

Business services provide various types of support at different stages in the
value chain. Some (such as seed suppliers and field agents) serve farmers,
whereas others (such as transport companies) provide services to traders and
processors.

Different financial services serve different parts of the chain. Farmers can get
loans from informal savings and credit groups and microfinance institutions,
while banks and insurance companies provide formal financial services to large
processors and retailers.
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Key business development service providers

In the following sections, the key business development services and the roles
of each of these service providers will be described.

Input suppliers

Input suppliers provide the key products that farmers need to grow crops and
raise animals, including seed, agro-chemicals, veterinary medicines, irrigation
pumps and pipes, farm tools, equipment such as threshers, and spare parts. In
other words, input suppliers essentially provide all the basic materials and
equipment that farmers need for production.

Communication services

Smooth information flow is vital for the proper functioning of a value
chain. Communication may occur face-to-face, by telephone or email, on the
Internet, or by means of a traditional postal service. Mobile phones and email
are becoming more important in the developing world. Many buyers now
purchase only from suppliers who have a mobile phone.

Training and agricultural advisory services (extension)

Farmers and other actors in the chain need specialized information and
advice about production, post-harvest, processing, marketing, management,
finances and business strategy.

The following are examples of agricultural advisory (extension) services:
o Agricultural extension officers;
e Lead farmers;
¢ NGO field agents;
o Private sector field agents; and
e Consultancy firms

Market information services

Farmers need various types of information on product prices, including:
e Spot prices: the price of the product at a certain place at a specific time;

e Price trends: price variations from place to place and from season to season;
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and
Price premiums: the prices offered for specific grades or standards of produce,
or for larger or smaller amounts of the product.

This information helps farmers make more informed decisions about
what to grow, where to sell, when to sell and how to sell their products.

In addition, farmers also need other types of market information,
including:
Links with potential buyers;
Information on product quality and quantity;
Frequency of delivery; and
Payment conditions, such as how the payment is made (e.g. in cash, by check
or by bank transfer) and when the payment will be made (e.g. on delivery, at
the end of the month, after 30 days, after 90 days, etc.).

Financial services

Financial services provide the capital that actors in the value chain need
to keep their business viable. Farmers need credit to buy seeds and fertiliser,
pay labourers to plough, weed and harvest, buy sacks and crates, to mill their
grain, and take produce to market. Similarly, traders and processors also need
credit to buy produce, pay for transport and storage, and so on. Credit providers
include local moneylenders, savings and loans clubs, microfinance institutions
and banks. Other types of financial services include savings, insurance,
leasing, warehouse receipts, and loan guarantees.

Research support

Research provides farmers with new products and better methods to
produce. New crop varieties may be higher yielding, resist pests and diseases,
have higher nutrient content, or tolerate drought. New farming methods may
enable farmers to increase their productivity or reduce their risks and costs.
Research also helps farmers become more competitive, improve their quality,

reduce their losses, or add value to their output.
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Effective extension services should be a direct link between the research
community and farmers.

Table 2 is a summary of the different types of business development and
support services in the agricultural value chain.

Table 2: Types of business development and support services in the agri-food
sector:

Examples of service [Examples of services provided
Type providers

Single Fertilizer suppliers Market information price

Service Seed merchants Warehousing

providers Millers y Infrastructure (roads, electricity,
Transport water)

Telecommunications

Financial y Savings and loan

service groups Formal banks

providers Savings and credit Insurance brokers
cooperatives Mobile lenders or banks
Micro-finance

General Input supply general

Services Market intelligence Market research

providers Market brokerage Business management

y Farmer organizationslLegal services
Food safety, quality, compliance

Sector- Veterinary services

specific/ y Agricultural

product- extension Postharvest support: storage,

specific Technical assistance  |processing, grading and packing
and training
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New Certification services
business Inclusive chain-wide service support
model

Session 1.5: Key regulators in the agricultural value chain

Session outcomes

After completing this session, you should be able to:

Describe the role of key regulators in the agricultural value chain; and
Identify the most important food issues and standards in the agricultural
market.

Introduction

Key regulators refer to the actors or role players and agencies on Level
3 in the value chain that set formal and informal policies, standards and legal
regulations that govern the way in which the core actors and business service
providers conduct their businesses and deliver their products or services. These
rules and standards are are often applied through public sector agencies, such
asas ministries of finance, ministries of agriculture, standards bureaus and tax
authorities or customs officials. In addition to government rules and
regulations, there is also an increasing number of private sector standards and
certification systems that set rules to suppliers about food safety and food
production systems.

The importance of key regulators in the value chain is frequently
overlooked, although they play a critical role in the functioning o f markets and
the ability of agri-enterprises to participate in the value chain successfully. The
legal framework is a critical part of operating modern markets, as this allows
distant producers and traders to operate together within a system of arbitration
that allows for rapid dispute settlements if trade agreements are not met.
Arbitration: Settling a dispute between parties by a neutral third party (known
as the arbitrator), without taking court action.

Dispute: A conflict in the legal or business environment, e.g. a conflict of
claims, rights, prices or demands of one party that are met by opposing claims
from another party.
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Product grading: The process of sorting units of a product into defined classes
or grades of quality according to specified standards.

The role of standards in modern markets

In many developing countries, production standards and food safety standards
are rarely considered, measured, inspected or enforced in the market chain. In
this unregulated situation, there are few quality standards or standardized
methods, agro-chemical limits or product grading. Instead, food products are
grown according to traditional methods, combined with the increasing use of
productivity enhancing agro-chemicals. Products are tra d e d by using local
measures, which vary according to product, market type and location.

Although most countries are part of a global agreement, known as the
Codex Alimentarius, few developing countries actually put these measures into
practice. In most points of sale, from roadside stalls to wholesale and retail
markets, sellers use their local systems of sale and sales units, such as bowls,
bags and cartons. Sanitary conditions at the farm or at points of sale along the
chain are generally not inspected regularly, which means that handling
conditions are subject to various forms of risks and hazards associated with
infections, contaminations and highly variable produce quality. For the most
part, conditions are such that food remains fit for consumption and the lack of
standards in the food systems benefits consumers, in that it probably reduces
food prices.

When problems arise in these types of food systems, such as spoiled food
products, contamination, infections and occasional mass poisoning, there is no
consumer protection and only limited ways of tracing the source of
contaminated products.

As consumers become more informed and knowledgeable about their food
systems and more aware of the risks of unregulated markets, they tend to seek
out markets that offer them standardized goods. The most important driver of
improving production and food safety enforcement is based on trade
agreements. Countries that wish to sell their goods in more regulated markets
must meet international conditions and trade agreements and the effects of
global and modern market systems are slowly penetrating into emerging
economies.
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Because of distances involved in trading, buyers and sellers rarely meet.
Therefore, trust is reinforced through the use of clearly defined standards,
supported with documentation and certification. Standards are generally
enforced through some form of agreement or contractual basis and the
effectiveness of this system depends on a reliable legal system.

Food safety issues and standards

Markets across the world are changing rapidly and consumers are
becoming increasingly aware of the benefits of good, wholesome food in their
diets and the hazards of low quality and contaminated food. If farmers want to
sell their produce in the more formal market options, they need to be aware of
the market requirements and the penalties that they face, should their goods be
unsuitable for sale or worse, found to be contaminated.

The food landscape across the world is ever-changing and organisations
such as the United Nations Food and Agriculture Organization, (FAO) and the
United States Department of Agriculture (USDA), combined with national
food laboratories, are involved in major changes to manage the areas of food
production systems, food quality, food handling, food processing and food
distribution. This includes:

Inspecting domestic products, as well as imports and exports;
Conducting risk assessments; and
Educating the public about the importance of food safety.

Based on a combination of public and private sector regulations, food safety
and inspection services set standards to ensure that a nation’s food supply—be
that grains, fruits, meat, poultry or processed foods—are wholesome, safe and
that the products are properly labelled.

Key areas of concern are finding ways to avoid infections caused by
unsanitary food and water sources, leading to cholera and typhoid infections.
Poor storage may also lead to major hazards, such as exposure to aflatoxins
and mycotoxins and chemical build up.

There are specific problems that are associated with food safety.
These problems are outlined in the following sections.
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Cholera: An acute infection that results in diarrhea, severe dehydration and
death.

Typhoid infection: A bacterial infection that can spread throughout the body
and affect several organs.

Aflatoxin: A class of toxic compounds that are produced by certain moulds in
food and that may cause liver damage and even cancer.

Mycotoxin: Any toxic substance that is produced by a fungus in food.
Foodborne illness

Foodborne illnesses are the most general risk with food. These illnesses are
usually caused by low sanitation production, storage and livestock facilities.

Food contaminants

While bacterial and viral contamination that cause foodborne illness are
most people’s primary food safety concern, there is also a wide variety of other
substances that may be found in food and cause health issues. Heavy metals,
such as lead, mercury and cadmium, are occasionally found in food. Ingesting
heavy metals may lead to serious cases of poisoning and related diseases.

Pesticide exposure

Pesticides are food contaminants that are of increasing concern, particularly in
countries with unregulated or unmonitored food production systems. Pesticides
are used in many agricultural operations, from fruit and vegetable production
to animal feeding operations.

GLOBALG A.P.

The GLOBALG.A.P. Originated in 1997 as EUREPGAP, which was an
initiative by retailers belonging to the Euro- Retailer Produce Working Group.
British retailers working together with supermarkets in continental Europe
became aware of consumers’ growing concerns regarding product safety,
environmental impact and the health, safety and welfare of workers and
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animals. Their solution was to integrate their own standards and procedures and
to develop an independent certification system for Good Agricultural Practice
(GAP). The EUREPGAP standards helped producers to comply with European
accepted criteria for food safety, sustainable production methods, worker and
animal welfare, the responsible use of water, compound feed and plant
propagation materials (PPMSs).

Compound feed: A mixture of animal or vegetable products that are fresh or
preserved or come from the industrial processing of these products that is
created to feed livestock.

Plant propagation: The process of cultivating or creating new plants from
sources such as seedlings, cuttings, bulbs and other parts of plants.

Plant propagation material: Plants and parts of plants that are used for plant
cultivation or propagation.

Over the next ten years, the process spread throughout the continent and
beyond. Driven by the impact of globalization, a growing number of producers
and retailers around the globe joined in, giving the European organization
global significance. To reflect both its global reach and its goal of becoming
the leading international G.A.P. standard, EUREPGAP
Changed its name to GLOBALG.A.P. in 2007. GLOBALG.AP. is currently the
world’s leading farm assurance programmer, translating consumer
requirements into good agricultural practice in a rapidly growing list of
countries.

Session 1.6: Types of farmers and extension agents in agricultural value
chains

Session outcomes

After completing this session, you should be able to:

Identify the different farmer segments and livelihood categories in the
agricultural value chain; and

Explain the roles of different types of extension agents in the agricultural value
chain.

Introduction
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There are many different types of farmers, based on their assets, natural
resources, farm size, expertise, technology use, access to markets, level of
organization, access to agricultural services and the types of products that they
produce. Extension agents will come into contact with all types of farmers who
they have to offer appropriate levels of support to. Therefore, they should be
able to identify the type of farmers they are assisting, define their key attributes
in terms of assets, risk profiles, investment levels and drive, and develop
systematic plans in providing their limited resources effectively.

Farmer segmentation in the agricultural value chain

Farmers can be divided into the following segments (as identified by Bill
Vorley):

Rural World

1: Farmers who are globally competitive, embedded in agri-business,
commodity producers and processors, politically connected, linked to formal
markets and often export-driven;

Rural World

2: Locally orientated farmers with access to and control of land, multiple
enterprises, often undercapitalized and declining in terms of trade; and
Rural World
3: Farmers known for their fragile livelihoods, limited access to productive
resources, multi-occupational migrants straddling rural and urban residencies,
unskilled and uneducated, and dependent on low-waged, casual family labour.
Livelihood: Individuals’ ways of supporting their existence, both financially
and in terms of their careers.

Livelihood strategies: The combination of activities that people choose to
perform, in order to achieve their livelihood goals, e.g. productive activities,
investment strategies and reproductive choices.

Categories of livelihood strategies

Categorizing farmers and understanding their marketing aspirations is a
critical step in providing them with effective extension services. In the
increasingly challenging agricultural marketplace in emerging economies,
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farmers can also be categorized into the following three types of livelihood
strategies (as identified by Andrew Dorward):

Stepping up: Farming activities and investments aim to expand the farm
enterprise, with a view to increasing production, income and the overall
workings of the enterprise (an example might be accumulating productive dairy
livestock);

Hanging in: Assets are held and activities are carried out to maintain a certain
livelihood level, often in the face of adverse socio-economic circumstances.
For many of these farmers, agriculture provides only part of their income and
that income level declines over time, compared to the income from other
sources such as off farm work; and

Stepping out: EXisting activities are maintained with a view to provide a base
for moving into different non-farming activities that have initial investment
requirements, leading to higherand or more stable returns, e.g. accumulating
livestock as savings that can be sold to finance children’s education or support
a marriage. Alternatively, farmers may hold assets until they are sold to support
urban migration, or to invest in other off farm social or political contacts and
advancement.

Andrew Dorward’s typology suggests that there is a group of progressive
smallholders who are seeking long-term livelihoods gains through farming.
There is also a larger section of farmers with a more limited livelihood horizon
in farming, who may not be able to secure their livelihoods through single value
chains. In order to improve their market opportunities and to play a more active
economic role in the farming community, poorer farmers need additional types
of support to build their use of technology and strengthen their business skills,
so that they can take on a more commercial level of farming. Many poorer
farmers also need support to diversify their incomes with other off farm and
non- farming options to make ends meet.

The next generation of farmers will have grown up using ICT, such as mobile
phones and computers, and will be seeking to integrate the advantages of this
technology to improve their farming systems and link it with farm support
services. In order to reach more farmers, this approach will have to be
deepened, as farmers become more progressive and increasingly use
technology to support and enhance their efforts in working with higher value
and knowledge intensive systems, such as horticultural crops.
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The different types of farmers require different types of extension
services, ranging from the needs of individual farmers to farmer groups and
cooperatives. This range of clients will pose challenges for extension services
in supporting the next generation of farmers.

For extension agents working with poor people, these studies highlight the
importance of taking people’s current livelihoods and their longer term
aspirations into account when developing extension programmes, particularly
those programmes that aim at improving the market linkage options for
different types of farmers. The changing demographic situation in rural areas
also means that extension systems need to cater for more women and younger
farmers in the future, which should stimulate:

A shift in the gender ratios of research and extension agents to farmers; and
A major shift in the use of communication technology to support more farmers
with more timely and diverse information.

Extension agents in the agricultural value chain

Given the complex nature of the agricultural sector and the competitive
nature of extension services, there are actually no organizations that can
provide the full set of advisory needs that farmers require.

In the post-independence era, farmers relied upon government extension
agents for their advice on production and storage options, as governments had
marketing boards that procured farm produce. These government extension
services were comprehensive and free.

However, since that time, governments have slowly withdrawn from
buying goods and their ability to invest in comprehensive advisory services has
dramatically declined. Most governments still retain a relatively strong
research base for agriculture and they do have extension teams, but there are
not nearly enough field agents to provide a proper advisory service. In some
cases, there are several thousand farmers in the working area of one
government field agent.

As the role and size of government extension has declined over the past 30
years, there has been a steady rise in the number of NGOs that provide various
types of agricultural advisory support to farmers. The NGOs are funded
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through a combination of foreign governments, international agencies, wealthy
individuals and citizens who want to support smallholder farmers.

The NGOs and government contractors are often better resourced and
offer more targeted support to farmers than the support that can be provided
through government services. The NGO community has become fairly
specialized over the past 15 years and their work is closely monitored and
influenced by groups of experts who work with them, as well as the donor
community.

In addition to the NGO community, there is also a growing number of
private sector agricultural advisors. The private sector advisors cover a broad
range of services, but they typically focus on supporting higher value
commodity products, such as coffee, cotton and tobacco.

More recently, there has been a trend, which is supported by NGOs, to
train local community members as fee-based service providers. This approach
has been adopted to expand the range of service providers, but also to provide
greater sustainability to the services being offered. NGOs typically only work
in one place for a specific number of years, generally not more than five years.

Given the choice of service provision, farmers are selecting the type of
service that helps them most and there is a trend among farmers to seek fee-
based service provision, particularly among those who are gaining experience
in market linked production systems. In the following sections, the trends in
the types of extension agents and the different roles each of these actors play
within the value chain will be outlined.

Extension services for groups versus individual farmers

In the past, government and NGO sectors have focused much of their
efforts on supporting the needs of farmer groups and farmer cooperatives. This
may change with the increasing choice of service providers and it is likely that
private sector providers will support individual farmers as well as groups of
farmers.

National government agricultural extension agents

Traditionally, farmers in many countries have relied on agricultural
advice and information from government extension agents. These agents are
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often long-term employees, which enables them to acquire a depth of
experience about local cropping and livestock systems. They focus their efforts
on specific geographic areas and they have close ties to national research
organizations.

Because of changes in the extension environment, government agents
often form the backbone of the long-term provision of advisory services, but
in most countries they do not have enough resources to meet the demands of
extension services.

As populations have risen, the ratio of extension agents to farmers has
increased from a level of 1:50 in the 1960s to more than 1:1000 in many
countries today. This significant increase in farmer numbers has not been met
with a corresponding increase in government field agents and, as a result, many
farmers never receive visits from government extension agents.

Many countries are also shifting their political structures from
centralized governments to a more federated or decentralized system of
assembly and service provision. This approach may improve the nature and
efficiency of local services, but it also means that government extension
services have to be managed within many local clusters. This may lead to
inconsistent staffing and expertise across the country. In order to fill the gaps,
countries are increasingly turning to pluralistic advisory service approaches,
which integrate government agents with other forms of service providers,
including:

Lead farmers;

Local volunteer agents;
Commission agents;

NGO field agents; and

Private sector service providers.

All these services use various forms of communications systems to
complement the knowledge of the field agents. However, there are only a few
countries in which the various types of advisory service providers are linked
into a common information network.
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NGO agricultural extension agents

Over the past 20 to 30 years, there has been a rapid establishment of
NGO-based extension agents who support an intensive investment program in
emergency and development programming. Although the NGO field agents do
not have as long-term a tenure or as broad a coverage as the government
extension systems, they are often better resourced and they have more clearly
defined objectives and work plans. The accountability and management
expertise of the international NGOs and contracting companies for short-term
interventions has often favoured them as implementing partners for externally
funded agricultural projects. The contracting companies’ access to resources
has enabled them to strengthen their extension services.

Most government extension agents focus on basic production systems,
whereas many NGO field agents have broadened their types of services to
include issues such as financial education, savings and loans, business
planning, nutrition and comprehensive farm planning, which includes
diversification.

The future of externally funded NGOs is not certain. Many observers
are critical of the lack of sustainability of short-term project interventions and
also the lack of coordination among the the hundreds of NGOs that operate in
a single country. Also, as more countries shift from developing to middle
income and the local talent pool expands, there will be less need to support
such projects externally. It is likely that civil society will continue to provide
development services, such as agricultural extension, but that the NGO
agencies will be operated with national staff and resources, rather than relying
on international and external talent and funding. In the past, there has been a
loose association and at times some rivalry between government and NGO
extension services. Both systems and the farming community would benefit if
the links between them were more accountable to a clear national plan and if
the services were better coordinated.

Lead farmers and community-based agents

For many years, government and NGO field agents have relied on lead
farmers to reach the larger farming community. Lead farmers are often the
more progressive farmers within a particular community and they have a higher
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level of education than their peers. This means that they are likely to be literate
and numerate, although this is not a general rule.

The lead agent acts as the host for field agent visits and organizes the
farmer group or farmer field school. The lead farmers typically have a
demonstration plot, where they set aside land to show the benefits of new
varieties, new production methods and provide a training point for
demonstrating techniques like using agro-chemicals safely.

Lead farmers are a vital means of testing new ideas at a specific location
and helping to scale out new innovations with other farmers. In some countries,
lead farmers specialize in one area, such as crops, large livestock, small
ruminants, tree crops, horticultural crops and fisheries, as no one farmer will
have all of these skills and enterprises on their land. This differentiation of
extension services helps to scale out information from field agents to the local
farming community.

Lead farmers are usually not paid for their services, but the incentives
for them to be part of the local system include: y First point access to advice;
Access to innovations;

Local convening power; and

Local respect and status as a leading member of the local farming community.
In some cases, lead farmers receive funds to feed farmers, who attend meetings
and they may also receive uniforms and basic farming tools, particularly those
who work with NGOs.

Volunteer agents and mobilisers

Rising rural populations have stretched the traditional government and
lead farmer model to a point where government extension agents cannot
support the number of farmers in a local area. In order to address this problem,
several countries have introduced a system in which lead farmers take on
apprentices and mobilisers to share the information they receive. These
apprentices, who are second tier agents referred to as mobilisers, attend
meetings with the lead farmers and extension agents, after which they share
the information with the farmers in their communities. The second tier farmers
often set up their own demonstrations, but because they have to rely on their
own resources, the quality of the second tier process is questionable. Similar
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to the lead farmers, the volunteers and mobilisers access information and links
with outside agencies. Other than transportation allowances or a bicycle, they
do not receive financial rewards and gains, but they do receive the respect of
their peers as local knowledge brokers.

Tier: A level within the hierarchy of an organization or a system.

Knowledge broker: An individual or an organization that develops
relationships and networks with and between the producers and users of
knowledge by providing linkages and knowledge sources.

Agricultural inputs: Products or resources that farmers use in farm
production, e.g. seed, fertilizers and agro- chemicals.

Commission agents

As farmers make the shift towards more commercial and knowledge-
intensive farming, they require access to improved agricultural inputs, such
as improved seed of new varieties, fertilizers, tools and agro-chemicals. Input
suppliers are steadily expanding their input supply outlets and networks to
meet this demand. However, distance, knowledge and credit remain
considerable barriers in terms of farmers taking on new technologies. In order
to accelerate the process of marketing inputs to farmers, local input firms are
hiring farmers as agents to help advertise their goods and to inform farmers
about the benefits of using improved technologies.

Input supply agents can, in many ways, replace the traditional, production-
based extension agent. This is because they have a good local knowledge of
varieties that do well and they can give farmers advice on the most effective
combinations of technologies and best practices in their local area. This has
been seen in most industrialized countries.

This type of service through an input supplier is often called an
‘embedded service’ and the agents who provide the embedded service are
known as ‘commission agents’. In this case, the cost of the agent is not directly
charged to the farmers, but is included in the cost of the products that they sell.

The commission agents’ payment is based on their success at selling
goods and services to the farming community. The more they sell, the higher
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their commissions will be. Many input supply agencies also double up as
commodity buyers and credit agents, which offer the commission agents
additional income streams through interest rates on credit and a share of the
sales price as deals are made between farmers and traders.

Fee-based agents

As NGOs transition their roles from a large, paid field force to a lighter
and more sustainable approach, there has been a shift from paid field agents
and free services to farmers, to fee- based service providers. In this case, field
agents are trained by NGOs to become local knowledge brokers, offering their
services to the farming community at a fee. In the past, farmers have been
reluctant to pay for any services that were offered by the government for free.
However, many farmers now realize that they are unlikely to receive the levels
of support they need from government services. It has also become clear that
farmer organizations need support from a range of service providers if they are
to run competitive enterprises.

As such, there is a trend towards fee-based service providers and field
agents, who offer services such as:

Seed supplies;

The application of agro-chemicals in field and in storage;
Veterinary products and services;

Financial education and links to credit;

Farm business planning;

Farmer group financing; and

Advanced production advice.

These services are linked to the market and farmers are willing to pay for such
support to enhance their financial and market performance.

The performance-related payments of fee-based agents are based on the sales
of goods and services.

Private sector field agents

There are various forms of private sector extension services, such as
those paid by producers and those paid by a lead firm. Private sector field
agents are paid by a farmer or a farmer organization to provide specialized
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training targeted at a specific product or sector. These extension agents work
with farmers to help them sell higher volumes of quality produce to meet
market requirements.

More commercial farmers pay for these services to increase their share
of produce that will achieve the highest premium prices. For example, farmers
want to sell more of the highest quality coffee to target buyers offering
premiums, rather than selling average quality produce into the commodity
markets.

When lead firms offer private extension services to farmers, it is often
part of a contractual sales agreement. The extension agent is paid to work with
farmers or farmer organizations to enhance production and quality. The field
agents essentially ensure that certain production practices are maintained, that
farmers grow a specific variety and that they are using a tested production
system to meet the necessary quality specifications.

The field agents providing these services are assessed by the lead firm
in terms of their ability to improve the supply of goods from the farmers.
Farmers are keen to access this type of support, because it enhances their ability
to increase income through sales of higher value goods.

The performance payments of the agents are based on sales of goods
and services.

The power of partnerships

Given the large numbers of farmers seeking advice to improve their
agricultural production and market success, there is an urgent need to find new
ways of coordinating the various types of extension services offered to
farmers—particularly with agricultural projects that have a limited timeframe.

In order to improve project implementation, there is a growing trend
towards developing partnerships between organizations, so as to create a more
comprehensive extension system and to provide a more coherent and sustained
extension service to the farming community. Partnerships typically focus on
particular areas or territories in which organizations can target specific farmers
and farmer groups and in which extension agents can provide specific types of
advice to farmers, based around a limited number of value chains.
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This strategy of bringing together different extension agencies is the
key to successful pluralistic extension efforts and, if it is done well, it can play
a transformational role in linking farmers to markets.

Concluding remarks

Smallholder farmers in emerging economies play a significant role in
agricultural and food production. However, these farmers are faced with several
challenges in terms of entering the market and, therefore; they need the support
of extension services and agents. Extension agents must understand the
agricultural market in order to provide a meaningful support service to
smallholder farmers. In this study unit, the agricultural market was explained
as well as the value chain in the agricultural market.

Study unit 2: Market linkage methods

Study unit outcomes

After completing this study unit, you should be able to:

Report on the changing conditions in and roles of rural communities;

Explain different marketing strategies and approaches commonly used by
smallholder farmers in rural areas;

Identify the ways in which extension agents can help farmers gain a better
understanding of their market options;

Define the basic concepts involved in value chains and

market linkage; and

Demonstrate an understanding of the use of value chain methods for market
linkage.

Study unit overview

One of the key responsibilities of extension agents is to help smallholder
farmers to expand their productivity, extend their marketing options and
improve their physical infrastructure. In order to do so, extension agents have
to support farmers in identifying:

The best practices to improve production for key crops; and

Marketing opportunities.

One of the most important tools that can be used in supporting smallholder
farmers is market linkage, which will be explored in this study unit.
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Study unit introduction

For several decades, there has been a misconception that most farmers
in rural communities and in the developing world are subsistence farmers. The
image is that farmers grow food to eat and, if their harvests are poor, they
starve. The truth is that all farmers, with the exception of those who are in crisis,
are frequently linked to markets. Many sell their crops into the market after
harvest and buy similar produce during the lean season. In this way, they use
the market as a form of storage and cash flow instrument.

Misconception: A wrong conclusion, based on faulty facts. Subsistence
farmer: Self-sustaining farmer who only grows enough food to feed his/her
family.

Session 2.1: Changing rural communities and marketing strategies

Session outcomes

After completing this session, you should be able to:

Report on the changing conditions in and roles of rural communities;

Explain different marketing strategies and approaches commonly used by
smallholder farmers in rural areas; and

Identify the ways in which extension agents can help farmers to gain a better
understanding of their market options.

Introduction

Rural conditions are changing and rural communities are more varied
and complex in their operations than they were 20 to 30 years ago. Rural people
have increasingly diverse sources of income, which include income from the
farm, but these are often complemented with income from off farm work, as
well as income from seasonal work in nearby cities. Also, many rural families
gain support through remittances.

Today, rural communities are not only seeking to improve the agri-
enterprise opportunities for their traditional family farm, they are also seeking
alternative options for learning, generating business options and improving the
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lives of their family members. Families are seeking better nutrition, better
access to education and entertainment and improved medical facilities. If these
options are not available in the rural areas, many members of the younger
generation simply migrate.

Remittance: Funds that family members send from the city or that
expatriates send to their families in their country of origin. Expatriate: A
person living in a country other than his/her country of citizenship.

Migrate: Relocate or resettle.

Smallholder farmers: A farmer who owns a small plot of land, on which they
grow self-sustaining crops, and rely mainly on family labour.

Marketing strategies and approaches

Although farmers do engage with markets (as indicated in the
Introduction), there are millions of farmers who do not have strong marketing
skills, and many are not associated with some form of business organization
that could help improve their market performance. In this section, you will
learn about the types of marketing strategies that are common with
smallholder farmers in rural areas and different ways in which extension
agents can help farmers gain a better understanding of their market options.

Opportunistic market sales

The majority of smallholder farmers in emerging economies produce
sufficient food crops for their family needs. They work as individuals and are
generally not part of a marketing team that is focused on production targets,
achieving a specific quality or meeting new market requirements that offer
premium prices. When harvests are good, these farmers sell small amounts of
surplus produce of mixed quality to their nearest buyer, immediately after
harvest. These farmers typically sell from their farm gate to local farmers or to
travelling traders, who the farms use at harvest time. In some cases, the farmer
sells the crop in the field and the traders make arrangements for harvesting and
loading.
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This type of passive or opportunistic approach to marketing has few
costs and minimal risks, but this marketing strategy also attracts the lowest
price for their goods. These farmers are often referred to as price takers,
because they simply seek to offload surplus produce for the first offer of cash.
It is common to find that these farmers do not know their production costs and,
therefore, they may be selling their goods for less than what they have paid to
produce them.

Informal sales agreements

For many farmers, a legal sales agreement is not an attractive option
because it increases their marketing costs and requires a greater level of
commitment to their co-farmers and to buyers. Farmers are often reluctant to
take on these responsibilities, as they prefer the options of not selling, selling
to an alternative buyer offering a better price or selling to a buyer at a time that
is most convenient to them.

Smallholder farmers, who are more organised and who make plans to
sell through their cooperatives often set up basic sales agreements with buyers.
These sales agreements are not formal or legal documents, but they do help
farmers to coordinate their activities with other farmers and assemble or
combine their goods to sell to larger buyers. These informal sales agreements
are often made on a handshake or through a letter of intent to sell.

Buyers have learned that it is often difficult to force informal farmers
into legal contracts and have opted to offer farmers a sales agreement that
indicates that the buyer has first offer of sale. Due to the volatility of market
prices, few buyers set fixed price agreements, but they work on the principle
that prices will be negotiated at the time of sale. These basic market agreements
are a helpful first step in strengthening trading relationships. They allow
buyers to provide specifications of sales, in terms of volume and quality
aspects. They also allow farmers to set a target with the buyers, thereby helping
with their internal production and marketing plans.

The advantage of the informal sales agreement is that it has no legal
commitments and it can be set up quickly. The disadvantage of this approach
is that it can easily be broken, as farmers fall back into opportunistic selling
or side selling.
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Contract farming and marketing

Contract farming provides smallholders with a direct sales agreement
into a target market. The agreement is typically based on specifications such
as price, quality standards and sales volumes. Contracting has many variations,
but is generally supported by an intermediary firm, who secures the market
and then sources produce with smallholders to increase supply volumes and
control quality. These intermediary firms often support financing, technology
and produce logistics which significantly reduces risks for smallholders.

Contracting is used in many formal trading arrangements for goods
such as coffee, cocoa, cotton and high value horticultural produce for both
domestic and export markets. As countries urbanize and food systems
formalize, contracting is also used to meet food quality standards in food
supply chains. The rise in formal food markets, such as fast food restaurants
and supermarkets, has also increased contracting farming and marketing.

Contracting holds the following benefits for farmers:
Access to a more consistent market;
Highly competitive pricing, which, at times, (during times of market scarcity)
may offer farmers slightly below prevailing market prices;
Access to new technologies and finance; and
Improved social capital through farmer organizations that provide
opportunities for learning and future market opportunities.

The disadvantage of contract farming is
that smallholder inclusion is often limited to start up phases, until the market
is filled by larger, more competitive farmers. Smallholder farmers often carry
the most risks and, if they accept loans to support production and the crops fail,
they need to find some means of paying off debts, which may lead to selling
their land and valued assets.

Vertical integration

Vertical integration is a business arrangement in which a single
company owns the activities along a supply chain. In the classical vertical
integration systems, a company owns the product from production to retail. The
supply chains are typically made up of different actors and firms working
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together in a collaborative or contractual manner.

A more common approach to vertical integration is through production
and marketing contracts, in which case businesses are locked into exclusive,
long-term business arrangements to produce and supply a product.

This model of integrated production and marketing is common for
livestock—particularly poultry production across the world. Under production
contracts, growers raise animals owned by integrators according to the
conditions of the integrators. Production contracts include detailed conditions
for growers who are paid, based on the efficiency of the use of feed, provided
by the integrator, to raise the animals. The contract dictates:

The construction of facilities;

Feeding regimes (rations), housing and medicating the animals;
Handling of manure;

and

Disposal of carcasses.

Under these marketing contracts, farmers agree in advance to sell their
animals to integrators under an agreed price system. These contracts generally
protect the integrator from liability for the grower’s actions and the only
negotiable item is price.

Certification schemes

Certification schemes, such as Fair Trade, have been supporting
smallholder production for more than 20 years. Certification
Feeding regime/ ration: Specific nutrition formula that is fed to animals at
different stages in their growth, e.g. chick mash, layer mash, and broiler mash
when feeding chickens

In the retail sector and there is a number of leading certification agencies that
offer marketing channels for smallholder farmers, including:

Fair Trade;

Organic;

UTZ Certified; and

Rainforest Alliance.
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Recently, the certified market segment has been significantly promoted by
major food processors, such as Mars Incorporated (a food and beverage
manufacturer) and Ben & Jerry’s (a leading U.S. ice- cream manufacturer), who
are aiming to certify all their products. This approach is attractive to retail
companies seeking to appeal to more ethical consumers, who want to buy
goods that have a positive impact on the supplier and offer sustainable supplies.

Unlike contracting, which focuses on supply coordination, fair trade
certification is based on cooperation. The schemes usually provide farmers
with a minimum floor price for their goods and a premium price for highest
quality from goods. Apart the commercial advantages, these schemes also offer
asocial development dimension, such as health clinics, schools and local road
building.

Inclusive business models for building sustainable trading relationships

As formal markets expand and major companies extend their sourcing
reach into local farming communities, there has been a rise in opportunities for
smallholders to become suppliers of large corporate buyers. This association
can be through direct sales or through aggregators or intermediaries selling into
the formal system. Global trading companies and global brands, such as
Unilever, Danone and Nestlé, are exploring ways to develop market chain
partnerships that integrate smallholders into their global supply chains. For
example, in the context of market globalization, smallholder coffee farmers
in Rwanda or cocoa cooperatives in Ghana can now access and compete on an
entirely new level.

In general, the business case is a combination of firms that want to:

Use story-based selling to reach the growing ethical consumer market;

Seek ways to gain greater legitimacy in domestic markets in developing
countries; and

Develop new and different sources of supply to reduce their buying risks and
to secure future growth in supply.

One of the best examples of story-based selling is a video—called back to
the Start—that Chipotle Mexican Grill created in 2011. The video tells the
story of the heart and values of the company and its workers. The story became
so popular that it became Chipotle’s first national television commercial. You
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can watch Back to the Start on YouTube here:
https://www.youtube.com/watch?v=aMfSGt6rHos

Market globalization: The decline of barriers to selling in foreign markets,
thereby making it possible to sell products internationally.

Story-based selling: Selling in which storytelling and emotion is used to
connect with customers’ feelings of trust and liking.

Ethical consumer market: A market that is characterized by ethical and
environmental concerns, such as animal rights, human rights and pollution.

Challenges with supply availability, consistency and quality when
working with smallholder farmers increase the importance of partnership and
co-investment, so as to ensure that the trade is well-structured and that
producers reach market specifications. When successful, such partnerships can
reduce risks for all parties and gradually build mutual trust.

A third-party facilitator, who understands the separate worlds of commerce and
development, can play an essential role in supporting the creation of new and
sustainable trading relationships. This type of third-party facilitation aims to
bring value chain actors together and offer safe spaces where partners can learn
about one another’s challenges, share experiences and consider new ways of
improving their individual businesses, while supporting overall chain-wide
efficiency.

Creating a bridge between the worlds of informal and modern trading
offers smallholder farmers the potential for more stable and profitable income.
However, smallholders will only be successful in these markets if they can
consistently meet the higher-quality requirements, volumes and competitive
nature of the formal marketplace. Case studies have shown that the following
types of investments increase the chances of reaching poorer producers and
improving the possibility of creating durable and beneficial trade:

o Adapting the trading relationships through the value chain to fit the unique
needs of small-scale producers;

e Public co-investment in infrastructure, the management capacity of producer
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organizations and introducing technology options to enable farmers to meet
market requirements and food safety regulations; and

Changing the procurement policies, communications, strategy and culture of
the lead firm where necessary to support the new trading relationships and
maximize value.

Shifting from production to market chain approaches

For many years, development projects and extension teams have
focused their attention on helping farmers to produce more. This approach
works well when there are readily available markets and support services and
farmers can access the markets without major challenges. However, this is
rarely the case and interventions with a production focus have experienced
numerous challenges to their long-term success. The most common problem
is that, as farmers produce more when they use new technologies, they can
rapidly over supply local markets, which results in low market prices.

A second phase of projects helped farmers to access improved production
methods and then assisted them in their market linkage needs. Many projects
invested heavily in helping farmers by taking on the role of local service
providers and market agents. This approach can be successful, if farmers learn
the skills that the extension team is providing. However, if farmers fail to
understand the role of the support agencies, the seemingly successful farmers
find it difficult to maintain their new levels of production and sales, when these
services are withdrawn (e.g. at the end of a project). If they can no longer
access the technologies, skills and market networks that were provided by the
project staff, they rapidly slide back to their former low levels of production
and sales.

In order to improve the sustainability of development projects and to
avoid the problems involved in the previous two approaches, extension teams
from civil society (NGOs) and the private sector have designed a more
integrated approach and developed methods that invest more efforts into the
production and marketing system. This integrated approach to development,
which facilitates activities and builds relationships between input suppliers,
farmers, traders, processors, wholesalers, retailers and consumers has become
known as the supply chain, market chain or value chain approach.
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Session 2.2: Value chains and market linkage

Session outcomes

After completing this session, you should be able to:

Select the level of market analysis;

Identify the clients of a market analysis;

Identify the scope of a market analysis; and
Explain the value chain approach to market analysis

Introduction

Marketing systems in the agricultural sector are changing rapidly and
extension agents are recognizing the need to link farmers to markets and
consumers. In order to address the changes and demands in the agricultural
sector, the value chain approach is being followed. In this session, the
importance of the value chain approach for modern extension service providers
will be explored.

Market chain

A market chain can be defined as a set of linkages between actors with
no binding or sought-after formal or informal relationships, except when
goods, services and financial.

Terminology

There are various terms to describe the linkages between farmers and
consumers. The most common terms include the idea of a chain of actors
working together to support the flow of goods, knowledge and finance between
the people. For the most part, these terms are used interchangeably, but there
are some slight differences, which will be pointed out in the following sections
agreements are purchased or sold. The term market chain is also referred to as
supply chain.

Market chain actors

Market chain actors refer to the individuals, companies, organizations
and associations within a market chain or value chain that are involved in
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producing, transporting, processing, trading or consuming a particular product.
Depending on their position along the chain, other ‘upstream’ and
‘downstream’ actors seek to capture market share, increase profit margins and
deliver maximum value for the least possible cost.

Supply chain

A supply chain is a market chain that supplies a particular customer, meeting
their particular product specifications and procedures. Most large agri-food
companies operate supply chains processes and procedures and many have
preferred suppliers, but they may not have long-term business strategies
that link them to suppliers. Supply chains often do not have direct links to
specific farmers, which means that the supply chain approach begins with a
market supplier.

Value chain

A value chain is a specific type of supply chain in which actors support
one another, so that they can increase their overall efficiency and
competitiveness. Value chain actors invest time, effort and financial resources
and build relationships of trust with other actors to reach a common goal of
satisfying consumer needs and increasing profits.

Value chains for market linkage

One of the most successful methods for linking farmers to markets that has
emerged in the past 20 years in the agriculture sector is the value chain
approach. This methodology not only assists farmers, but takes a systems view
with support all along a chain of interested actors who work together to
improve their marketing prospects.

A typical value chain project begins with a product selection process.
Based on this decision, a market analysis is conducted for that product. Based
on the results from this analysis, the marketing team leading the work then sets
up meetings to introduce like-minded actors along a chain to explore prospects
for developing business linkages. The value chain process then brings together
interested actors from the core chain, BDS and other regulatory agencies, if
needed, to develop and invest in a value chain upgrading approach.
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The goal of an extension organization and individual agents in a value
chain process is not only to identify markets and establish value chain trading
relationships, but also to build the capacity of local farmer organizations and
their service providers to link into existing or emerging value chains and help
them to scale out the market linkage approaches. In the long term, the aim of
the value chain approach is to improve the chain-wide, systems level
operations, so that more people in the value chain or sector benefit from an
upgrading process that establishes durable trading relationships.

Key steps in a value chain approach

Value chain upgrading varies in intensity, depending on available funds and
the interest of partners. An upgrading process may be low cost and local, or it
may include major investment from many sources, with diverse improvement
areas. However sophisticated the investment, the following basic steps are
followed:

Targeting products and locations for upgrading and development;

Market analysis to identify demand and supply flows for a product;

Selecting like-minded partners interested in investing in a value chain
upgrading process from inputs through production, processing, trading to retail;
Identifying and organizing farmers who are either already working on the
target product or are interested in investing in production to supply the target
traders and processors;

Prioritizing investments along the chain to improve efficiency in productivity,
quality, processing efficiency, market share and prices;

Farm level support:

Farmer organization and establishing governance;

Business plan development;

Identifying improved production technologies to enhance productivity;

Identifying financial services to meet business plan investments;
Post-harvest management to maintain produce quality after storage;
Sales of standardized units of sale of an agreement quality;
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Agreements of terms and conditions for sale to first link buyer;
Basic value addition to produce such as:

Aggregation/bulking of goods after harvest;

Cleaning;

Grading;

Packaging;

Storage;

Chain actor support, which includes:

Selecting chain actors engaged in target product and location;

Identifying inefficiencies in the existing chain;

Identifying financing options;

Analyzing and developing investment options to:

Increase market share;

Improve premiums/percentage of higher grades;

Identify higher value markets;

Link in associated products;

Business development services: analyzing existing and required business
Services;

Financial services review;

Policy review and analysis, including a review of the business environment
and political economy; and

Chain wide support:

An agreed process of upgrading with metrics to assess performance;

Sharing information on prototyping and upgrades; and Co-investment plans.

The importance of the value chain approach for modern extension
organizations

The value chain approach is one of several market systems approaches
that are used in market-based agricultural development projects. The value
chain approach seeks to understand the needs of core chain actors—i.e. those
people who buy and sell products from farmers, traders, processors,
wholesalers and retailers, as well as consumers. This approach also seeks to
identify the key business development services, such as input suppliers,
advisory services and financial services that support the competitiveness and
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efficiency of value chain operations. The value chain approach is popular with
donors, companies and development teams, as the principles of the approach
can be applied to a broad range of products, locations and types of farmers.
The approach can be used for vulnerable farmers who are seeking basic market
linkages with a local informal buyer up to sophisticated value chains. These
value chains include many different levels of buyers and services and
particularly those types of business relationships which stretch across the
informal to formal market sectors.

End markets and levels in the value chain

The end markets—Ilocal, regional or international—into which a
product or service is sold, provide the opportunities and set the parameters
for economic growth. Generally, there are multiple actual and potential end
markets, each with different demand characteristics and returns. Therefore, it
is important to provide details on each of the potential end markets, what is
required to compete in them, and what benefits and risks can be expected by
selling into them. As all markets are dynamic, the identification of trends
should complement information about the current situation.

Parameter: An element or a characteristic that defines, limits or controls a
particular system or sets the conditions of its operation.

Trend: A general direction, course or tendency.

Methods of analysis include:

Average price trends at target markets over five years;
Changes in demand for a target product; and

Market integration information.

Understanding the role of the different levels in the value chain is fundamental
to the value chain approach. The value chain analysis (which will be discussed
in the next study unit) should provide information on:

The roles and importance of the core actors, business development services
and the governance structures;

The power dynamics within a chain; and

A review of the business environment and maturity.
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Power dynamics and governance

The power dynamics describe the organizations or companies in a value
chain that determine and enforce the terms according to which actors in the
chain operate. In many value chains, there will be a lead firm that seeks to drive
change. These firms may also provide detailed information on the
specifications of the products they want to buy, as well as requirements for the
method of production, storage and packaging of a product.

The form of value chain governance is influenced by the characteristics of the
product, the level of formality within the market and the type of end market.
Governance patterns also develop over time as markets, products and inter-
firm relationships change.

Quality of relationships between actors in the value chain

The quality of relationships between different stakeholders is a key
factor affecting a value chain’s function. Strong, mutually beneficial
relationships between market actors and firms facilitate the transfer of
information, skills and services, all of which are essential to upgrading.

Value chain opportunities and constraints generally require a coordinated
response by multiple firms in the chain—which requires trust and a willingness
to collaborate and often to co-invest at specific points in the chain. In this way,
the value chain approach emphasizes building social capital, which is critical
to business and competitiveness.

In contrast to the enterprise development work that was done in the past,
the value chain approach involves more than solving specific farmer-based
production and marketing problems. Directly solving farm-based problems
may create some initial momentum, but building the internal capacity to
address value chain constraints empowers stakeholders, reduces dependency
and ensures sustainability of investment impacts.

Therefore, the focus of the value chain approach is on transforming
relationships, particularly between individual actors, organizations and firms
linked vertically in the value chain. When this is applied to smallholder
farmers, the process seeks to:

Identify markets that farmers can access and supply;
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Identify value chain partners to support market access for smallholder farmers;
Facilitate upgrading farmers and value chain partners to become more
competitive within a target value chain;

Build capacity to adapt to changes in end markets, in the enabling environment
or within the chain, to remain competitive;

Support value chain actors to make upgrading decisions based on a variety of
financial and non-financial incentives; and

Create a capacity and drive for continual upgrading and innovation to meet the
needs of dynamic markets.

In order to influence the uptake of new market behaviors, the value chain
approach seeks to understand business and cultural norms, risk tolerance levels,
environmental factors and other non-financial factors. The role of agricultural
advisory services is to find the right mix of partners who can support this
process, combined with a set of upgrading activities that are supported by the
actors.

Limitations of value chains

Although the value chain approach has been proven as a highly
successful methodology, it does not solve all the problems that farmers
experience. In spite of its success in extension services, the value chain does
have a number of limitations, including:

Farmers may be extremely effective and efficient at growing a particular
product (e.g. high quality coffee), while remaining extremely poor;

Market forces are beyond the control of farmers and market prices for a single
commodity can plunge to below production costs, sometimes for many years.
For example, if there is a massive overproduction of coffee in Brazil, it may
mean that no traders in El Salvador or Uganda want to buy the coffee from
their countries;

Value chain projects also tend to work on only one product that a farmer grows.
Most farms produce a multitude of different products, but the support they
need to be competitive in honey or fish production will not be provided by
coffee value chain interventions;

In the most advanced cotton value chain, farmers may still find that they are
not making ends meet if the entire farm is considered as an enterprise; and
Many smallholder farmers need help with farm planning, as well as additional

91



support in other areas, such as:

Being food secure;

Effectively running a mixed model farm; and

Improving the overall well-being, diets, education and medical needs of their
families by using their farm assets optimally.

Beyond value chains

Despite these limitations, value chain methods are not likely to
disappear soon and the approach has many aspects that are attractive to farmers
and companies alike. However, since there are limitations, extension agencies
need to consider these challenges when creating the next generation of support
services.

New approaches must consider the profile of farmers in the future

In terms of questions such as:

Will the next generation of farmers be younger than the current average of 55
years?

Will they be better educated?

Will more farms be fully operated by women when the men

Migrate to urban jobs?

Will farm sizes continue to reduce or will there be a new type of rural investor
who starts to collect land to improve the economies of scale for farm lots?

The next generation of farmer support interventions will need to understand
trends in the rural farm space fully and find new ways of combining:
Working with different types of institutions;
Public and private partnerships;
Single value chain enterprise options versus whole farm business planning;
Developing diversification plans from the outset of a project;
Part time/off farm livelihood strategies;
New financial models; and
Use of ICT in knowledge brokering and market linkage.

Concluding remarks

In this study unit, the changing conditions in rural communities were
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explored, as well as rural people’s need to improve the agri-enterprise
opportunities for their traditional family farm. The different types of marketing
strategies that are common with smallholder farmers were also discussed.
These include opportunistic market sales, informal sales agreements, contract
farming and marketing, vertical integration, and certification schemes.

As a result of the changing conditions in rural communities, marketing
systems in the agricultural sector are also changing. Therefore, extension
services are applying the value chain approach—in an attempt to address the
changes and demands in the agricultural sector. In this study unit, the key steps
in a value chain approach were discussed.

Study unit 3: Analyzing markets and value chains

Study unit outcomes
After completing this study unit, you should be able to:
e Define the type, scale and level of the market analysis;
and
e Qutline the nature and use of the most important toolkits and
approaches to value chain development.

Study unit overview

This study unit focuses on the analysis of the market. The scale and
level of the market analysis will be addressed, as well as the use of different
toolkits and approaches to value chain development.

Study unit introduction

In the agricultural context, a market analysis is generally defined as the
study of the demand and supply characteristics and the roles of market actors
for a particular product (e.g. maize), or a sub-sector (e.g. grains) within a
defined geographic area. The purpose
of the market analysis is to provide a potential client or investor with
information about the opportunities and threats involved in a particular market
opportunity.
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The results from the survey should help the client to make a decision on
whether to invest in the target market or not.

A market analysis provides information on:

Market size, demand and growth rate;

Mapping the market locations and market flows
Identifying key actors in the market and their roles;
Trends in the market;

Product grades, prices, volumes and quality;
Distribution channels;

Industry cost structure;

Investment levels required for entry into the market by client type;
Key success factors;

Risk factors:

Production requirements; and

Financial requirements;

Market profitability;

Time from investment to first income;

Time to the breakeven point;

Policy options; and
Research needs.

Session 3.1: Defining the type, scale and level of the market analysis
Session outcomes

After completing this session, you should be able to:

Select the level of market analysis;

Identify the clients of a market analysis;

Identify the scope of a market analysis; and
Explain the value chain approach to market analysis.

Introduction

A market analysis requires basic planning parameters, which should include
answering the following questions:
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o Who is the target client(s) for the study?

e What is the target product(s)?

o What is the purpose of the study?

e What is the geographic scale of analysis for the study?
e What is the budget for the study?

o What is the timeframe for the study?

e \Who are the team members involved in the analysis?

Key areas of interest for all the types of agricultural marketing studies are:
y Demand analysis (growth, trends, potential); y Supply analysis (actors,
margins, bottlenecks); y Major challenges (threats) and opportunities
(Technology, organization, services, policy); and
o Realistic business opportunities (maturity of the market and client focus).
This session outlines the most important aspects of planning a market
analysis, as well as the methods that are used to define the market study.

Type, scale and level of the market analysis

In the following sections, the most important elements involved in planning a
market analysis are discussed.

Selecting the level of market analysis

One of the first decisions to make when planning a market analysis is to decide
on the level of analysis. The five levels of market analysis are outlined in Table
3.

Table 3: Levels of market analysis

Level Type of analysis Examples
Sector analysis [Broadest level of All the cereals grown in a country (i.e.
analysis. nationally).

Focuses on the
product sector at a
Sub-sector Focuses onone ora Maize sub-sector, focusing on the main
analysis cluster of products  producers and main markets.

from a sector, e.g.
maize.
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Territorial Focuses on a product Maize production and marketing within a
analysis within a target area.  county. Useful for local government
Provides more details studies.
on the product
marketing system as it
applies to a particular
geographic region.
Value chain  |Focuses on aset of  |Discrete set of actors who are working
specific actors who  together to produce and sell maize to a
are producing, buying target buyer, e.g. maize being sold into a
and selling a specific specific miller, who is selling high quality
product and targeting |maize to richer urban clients.
an identified set of
end markets.
Community  |Focuses on a Generally enables farmers and their
market particular set of extension agents to be involved in a
markets that are specific market study.
typically close to the
producers.

Clients of a market analysis

Market studies are now a common requirement for policy analysis,
project development, investment plans and as part of the information that
farmers require for their business planning. The type of market analysis and
the level of detail in a market report depends on:

e Who is financing the study;
e Who is conducting the analysis; and
e The intended level of investment based on the study.

International development agencies who are bidding for a large development
project are frequently required to undertake a general market analysis for a
specific area and product(s), in order to determine the plan for future
investments. This type of study needs to collect information required by a
project assessment committee to assess the bidding team’s ability to define
logical investment options with evidence of market demand.

If a bank is looking for information on a forthcoming investment to
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upgrade a sector or a product or to finance a localized project, it will require
more attention to the financial and profitability forecasting of the intended
plan.

Farmers looking to gain a better understanding of their market options
within the nearest cluster of markets need to focus on how to collect and assess
market options quickly from local buyers, prices and volumes of procurement,
so that they can decide on which product to invest in as a marketing group. In
each case, the marketing study lead needs to work with the client to define the
most critical areas of information required and the level of detail needed, so
that the client can make an investment decision.

Geographic and product scope

The scale of a market analysis should fit the investment plans and the
needs of the target clients. The geographic scope of the analysis also depends
on the associated scale of expected interventions based on the study.

Global analysis

In order to provide the context for a market analysis, it is often useful to
collect the basic global market conditions for a product. For example, in a
market analysis of cocoa with the aim of increasing the national production of
a target country, information on the existing global market conditions should
be collected, as national level interventions are likely to impact on global
conditions. Therefore, the key areas of the study should cover these points.
Global market studies focus on high level information and essentially aim to
provide a useful framework in which to assess the implications of, for example,
upgrading a target sub-sector. This type of analysis provides information on:

Trends in the global marketplace;

Key factors such as volumes, prices and major players in the market;
Critical challenges or risks;

Product varieties; and

The quality specifications linked to target market outlets and

Price premiums.
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Sub-sector market analysis

For large development projects, market studies tend to focus on a
particular sector or a cluster of product(s) within a country or a region. At this
level of analysis, the marketing team focuses on aspects such as the levels of
production or supply at the major production zones, which provides a better
understanding of the national supply channels. The sub-sector analysis
determines the main markets on the demand side, where the product(s) are sold,
and provides information on major trends in market demand, geographic
supply channels, lead firms, major opportunities and key challenges within the
target market.

A sub-sector analysis provides the following types of outputs: y Market
demand criteria with opportunities and challenges; y Overall perspective of
product flow;

Major technical opportunities and challenges;

Basic competitiveness of the sector in target areas;

Identification of key business players operating in this sector;

Main business prospects;

Main competitors or competition;

Financial services;

Maturity of the business environment;

Review of the political economy;

Innovation and research needs; and

Major policy implications.

At the sector and sub-subsector levels of analysis, the information will be
general in terms of the actors involved. This type of analysis generally does
not provide specific investment information, but rather gives the overall
perspective of the business maturity and key market opportunities.

Territorial analysis

At the sub-national area, the territorial approach is a market- based
analytical method that is focused on agricultural development studies at the
district or county levels. This type of analysis is increasingly relevant as
countries decentralize and you, as the extension agent, need to understand the
market opportunities to support your areas of operation and your territories.
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The territorial approach goes beyond a market only assessment by also
taking social and environmental issues into consideration. Territorial analysis
has become popular because of the increasing concern for the environment that
has prompted international organizations and development finance institutions
to realign their portfolios to support methods that combine productivity gains,
social support and natural resource management when investing in farmer
livelihoods. This approach advocates for local development institutions and
private services within a defined geographic area to work with farmers to
establish and build agri-enterprises that are both economically viable and
environmentally sound. The three
Essential criteria for selecting an enterprise focus on:

e An accessible market;

e Profitable production potential; and

e Smallholder farmers producing a product without damaging the
environment.

Results from a territorial study are specific to a particular geographic area,
which allows for more detailed results than the sub-sector analysis. At the
farm level, the territorial analysis places focus on the following three key areas:

e Productivity;

¢ Profitability; and

e Environmental sustainability.

However, the results will provide the following types of outputs:
Geographic boundaries;
Asset list from the target area: population, landholdings, roads, power, key
markets, etc.;
List of key products:
Insights into comparative advantages for target products; and
Overall perspective of product flow;
Supply side information for target products:
Main production zones;
Production methods;
Costs of production; and
Farmer organisations;
Market demand for target products:
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Major production opportunities and challenges; and
Competitiveness (global, national, local);

Identifying key business players operating in the territory and product
portfolio:

Main business prospects;

Constraints to business development; and

Major firms, insight into the competitors or competition;
Financial services;

Availability and capacity of BDS;

Innovation and research needs; and

Major policy implications.

Community level market analysis

At the more local level, e.g. at the sub-county or community level,
farmers and farmer organizations can work with local service providers to
conduct market analyses. This is typically done through market visits, but
instead of farmers only going to the market to sell, they visit the markets to
collect and record market information and to report to their member farmers in
the village. Participatory market studies require farmers to work with their
extension agents to identify target traders and transporters, who are working
on products that they want to sell, and set up a systematic approach for asking
them about their buying habits and discussing terms and conditions of sale. At
this local level, farmers focus on a few target markets and a specific product or
short list of products.

Community level analysis uses a simple set of repeatable questions
that can be applied at the market, to travelling traders and to various other
market actors in a market chain. The questions focus on the following
information:

Name and contact details of the person being interviewed;

Product type of interest;

Price being offered to buy; y Annual changes in prices; y Times of highest
demand; y The times of lowest supply;

The quality of the product required;
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e The volume or gquantity that the person intends to buy;

e Frequency of buying;

o Any key quality traits (variety, colour, size, dry matter, etc.) that improve prices;
and Terms of payment.

Value chain analysis

Value chain approaches aim to both upgrade opportunities for farmers
in the informal markets and to explore opportunities to link informal small-
scale producers to more formal markets, at the local, regional and export
market levels. The value chain approach takes a systems perspective with each
project, focusing on a single product or a sub-sector. For the world’s estimated
500 million smallholder farmers, shifting from opportunistic sales to
participation in more consistent and formal agricultural value chains brings
opportunities for more stable and increased income. However, the aim of
value chain work should not be to link the most vulnerable farmers to highly
demanding markets. In most cases, upgrading within informal markets is the
most practical strategy and, although connecting small-scale producers to more
formal and global markets may offer more lucrative markets, it should be noted
that this is not a simple task. Formal markets are highly attractive to farmers
and their cooperatives because of the access to better prices, better services
and new technologies, but these markets also come with increasingly strict
requirements—including quality and food safety standards, consistency and
traceability, and often certified standards, which require regular communication
and coordination along the value chain. Value chain processes recognize the
following three dimensions that need to be understood and analyzed to build
business plans for farmers:

¢ Regulation and infrastructure;
¢ Core chain actors; and
e Services.

Throughout the value chain analysis the lead investigator— be that an
extension agent, a markets expert or a researcher—has to make sure that
information is collected at the three key levels of the value chain:

e Core chain actors;
e BDS (including finance); and
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Regulatory and policy actors.

A value chain analysis is the basis for investment and, therefore, it is more
detailed and provides the following type of information: y Supply chain
diagram;

Price graphs (seasonality, trends, etc.);

Price margins along the value chain;

Problem tree analysis; and

SWOT analysis.

The participatory tools that can be used in a value chain analysis are outlined
in Table 4.

Problem tree analysis: A planning tool that maps out the

causes and effects of an identified issue or problem.
SWOT: Strengths, weaknesses, opportunities and threats.

SWOT analysis: A framework that is used to analyse the internal strengths and
weaknesses of a company or a project and the external opportunities and
threats.

Table 4: Participatory tools used in a value chain analysis:

Tools Reasons for using the tools When to use the tools Time
Focus To gain information on a particular JAny stage in the 2-3 hours
groups issue or product from a analysis that provides

representative group of people who an opportunity to

can provide information on behalf [collect information

of a community. from representative
Can also be used with consumers, if groups in the market
information on their perception chain,

about certain products is required. such as farmers, traders
and consumers.
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critical issues, particularly in terms of

Ranking  [Tofind out what farmers are growing  |At the participatory 2-3 hours
and and the priority of these products in diagnosis phase to
weighting [relation to income and market linkages. select and prioritise
May also be used to rank constraints ~ products for further
(restnctlons or limitations) in production market investigation.
Historical To determine: When major events in the At the participatory 2—3 hours
calendars  community occurred over the past 10-15diagnosis phase to find
years. Who supported the community.  jout what has worked,
What went well and what did not work. [list local service
nravnidarve and Avialiiata
Market Provides farmers, traders and service [ Having selected a 2 hours
mapping  providers with a simple means to expressproduct, this method is
their current understanding of their used to map out
market Ilnks and relationships for the production and
Evaluation [To galn an mventory and quality /At the outset of the 2 hours
of BDS  jassessment of BDS that work/worked in @nalysis to discover
the project area and to identify successfuliexisting services and
innovations. how these support
market access.
Market All market surveys will collect In situations that 1-3 hours,
Visits information from a range of involve a high degree ofdepending
marketplaces, participation of farmers,jon the scope
but market visits enable the team to for example, and for  of the
incorporate chain actors, such as farmers capacity building analysis
or extension officers, into the processto [processes.
Learning A method that enables actors alongthe [Commaonly used by 1 week
journeys  chain to come together and follow larger corporate buyers
products down the market chain to who are unfamiliar with
experience and appreciate the constraints their market chain
and haviand thair divant
Semi- A flexible investigative method thatis  |Used throughout marketl hour per
structured used to collect information from diverse analysis to collect interviewee
interview ctors and determine information

on access to services
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Structured [Focused study approach to collect Before or after a semi- |1 hour
interviews |information in a standardised manner  structured study to gain

and to compare responses to common  [insights into more

questions across defined response specific issues.

eaLne A~ rinhlnany farmanve tvadave
Direct sed to compare an interviewee’s Used to clarify 15 minutes
observationjinformation against their behaviour or  information that is

marketing activities. unclear, to confirm the

The SMART skills curriculum

CRS created the SMART skills curriculum, with the support of 132
practitioners from 19 organizations and twelve countries. These partners
helped to develop, test and refine the modules, which were published for
further testing, while the Modernizing Extension and Advisory Services
(MEAS) of USAID provided financial support. The SMART skills curriculum
has also been endorsed by the Technical and Operational Performance Support
(TOPS) program, funded by USAID/Food for Peace.

Each module in the curriculum has the following four parts:

. Lessons that provide the necessary technical information and guidance on

delivery methods that field agents should use to teach the SMART skills to
farmers;

. Quizzes for field agents to test their own knowledge;
. Staff exercises that give field agents the opportunity to

practice their skills; and

. Field exercises to use when training farmers.

The following manuals are used in the SMART skills curriculum:
y Introduction to the SMART Skills for Rural Development;

Step 1 Step 2 tep 3 Step 4 tep 5 Step 6 Ste

Organise Identify Collect Build business |Marketing Reviewing  [Scal

staff and products  |informationplans and as a group. agri- ing
Ste |meet and select fora implementation enterprise  up
PS [community. groups. business  schedules. performance.
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Hire staff; |dentify Survey Write business (Store Analyse Rei
Train staff; ftarget market; plan; and product; |profit; nve
Identify farmers; Select Work with st;
partners;  Select production groups on Grade Check
Do products; |options; implementatio product; |volumeand [Ch
participatoryRegister Review n plans to Negotiate [sales; and 00s
appraisal;  |groups; finance; |produce crops |with Check group e
Sub and Plan Develop and or livestock.  buyers; work. pro
= |with work plans; duc
step/community. @and Review Bulk ts
Rapid Wealth Production Production of [Planning |Review sales PPla
participatoryranking; data; crop or sales; and |by group and|n
appraisals to|Product Market livestock Identifying farmer. for
learn about selection; [surveys; product; and  |puyer. nex
location, and Financial |[NRM activities. t
Fiel businesses Registration.analysis; sea
d Jand and son
WOr [community. Service or
le analvcic nov
Agree on  Select Collect Compile Agree on [Evaluate Sel
process and jproducts; (data, business plans; [sales; agri- ect
entry point. and analyse andjand Agree on enterprise |ne
Organise  [compile Implementationwhere to [performance w
groups. data. schedules lead sell; ma
into production |Agree on rke
Depending
ITim 2—3 weeks on number 1-2 weeks
e- upto2-3 2-3 weeks |of 1-2 weeks (or more if [1-2 days 1-2
fra |months products, stored) we
me 3—4 weeks eks

¢ Organizing and Managing Farmers’ Groups;
o Facilitating Savings and Internal Lending Communities;

e Financial

Education;

¢ Understanding Natural Resources;
e Managing Natural Resources;
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o Marketing Basics;
e The Seven Steps of Marketing; and
e Promoting Innovation.

CRS is also publishing the content as e-learning modules, which can be
accessed via the following link: http://www.crs. Org/smart-skills-smallholder-
farmers

Table 5 provides a step-by-step process map for the activities in the seven
steps of agri-enterprise development.

Integration with digital information systems

Modern extension approaches are becoming increasingly complicated and,
therefore, field agents working with large numbers of farmers also need new
types of tools to help them with information and data management (i.e. apart
from capacity building material).

There are now a humber of digital toolkits that can be used by value
chain teams to support larger scale capacity building programmes and also
support the collection of business information. Many of the digital systems
such as Farmbook, SourceTrace, Farmforce, and Cropster support knowledge
and information areas such as:

Registration methods which allows for the registration and tracking of field
agents, farmers and farmer groups, by linking information with Geospatial
maps such as ArcGIS;

E-learning training modules, which provide instruction in key areas, such as
the CRS SMART skills that provides courses in farmer group management,
financial services, production methods, marketing and innovation to help
farmers increase production, income and effective market engagement;

y Profitability calculators, which help farmers to create records about their
costs of production and expected revenue and to calculate their expected profit;
and

y The ability of farmers to provide feedback on services, which can be done by
using a basic digital form that captures farmers’ information on their level of
satisfaction with extension services that are provided.

The CRS teams have incorporated these four components together to
promote the holistic development for transformative and sustainable results.
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There are a number of other value chain development toolkits, which
are outlined in the following sections.

ValueLinks

The International ValueLinks Association e.V. was founded in June
2009 as a network of development practitioners working on value chain
development. The International ValueLinks association e.V. aims to promote:
Pro-poor economic growth in developing countries;
Experience exchange and international contacts among ValueLinks users;
Quality standards in the application of ValueLinks;
Information flows for VValueLinks training and consulting services; and
Outreach and further development of the approach.

ValueLinks, which was developed by the Deutsche Gesellschaft fir
International Zusammenarbeit (GlZ), is an action-oriented approach for
promoting economic development with a value chain perspective. It provides
essential know-how on ways to enhance employment and the income of micro,
small and medium sized enterprises and farmers by promoting the value chains
they are operating in. The ValueLinks methodology provides a comprehensive
set of tools and approaches to identify and provide methods for upgrading value
chains. The ValueLinks manual is intended for use by development projects or
by public agencies promoting specific agri-business, handicraft or
manufacturing sub-sectors of the economy. It has no specific sectoral focus.
However, the emphasis is on those product markets that offer opportunities for
the poor.

The ValueLinks manual, which is now being developed by a growing
community of development practitioners, is one of several knowledge products
that use the ValueLinks methodology. The ValueLinks training seminars,
which are offered by recognised ValueLinks trainers for professional staff of
public agencies and development programmes, comprise an important
instrument for sharing know-how.

LINK method for linking smallholder farmers to inclusive business
models
This guide is mainly aimed at facilitators who mediate the processes

between sellers and formal buyers. The LINK toolkit, as shown in Figure 17,
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can help an organisation facilitate a systematic learning process between actors
from a selected value chain and discover new opportunities for innovation,
based on the application of a participatory toolkit, with the following four main
tools:

The value chain map, which is used to understand the macro context of
markets and the businesses that link rural producers with buyers;

The business model canvas, which is used to understand each business that
links rural producers with buyers in more detail;

The New Business Model principles, whichare used to determine whether each
business that links rural producers with buyers is truly inclusive; and

The prototype cycle, which is used to improve the inclusivity of every business
that links rural producers with buyers continuously.

By the end of the LINK process, you should be able to:

Understand the relationship between specific business

models (buyer and seller) and the overall value chain;

Identify critical areas for improvement;

Design, implement, evaluate and improve on the innovation prototype for the
business model you have selected; and

Evaluate the effects of these changes on smallholder farmers and on the
business itself.

Chain-wide learning for inclusive agri-food market development

Modern agri-food markets are dynamic and rapid changes in food production,
processing and sales in wholesale and retail markets affect the entire value
chain, from producer to consumer. This is particularly true in countries with
developing and emerging economies, where the pace of change brings
significant challenges for small-scale producers, policy makers and business.

This guide, which forms part of the Regoverning Markets project of
the International Institute for Environmental Development (IIED), provides
concepts and tools for working with actors along the entire value chain, so that
modern markets can be more inclusive of small-scale producers and
entrepreneurs.
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The guide:

Explains the drivers of change in modern agri-food markets;

yProvides a framework for analysing how institutions and policies shape the
risks and opportunities for small-scale producers and entrepreneurs;

Shows how to design multi-stakeholder processes that help actors along the
chain work to realise common interests and secure domestic and regional
markets inclusive of small-scale producers and entrepreneurs; and

Offers practical ideas for facilitating workshops and policy dialogues.

You can access the IIED guide for chain-wide learning at the following
website:

http://edepot.wur.nl/248994. The IIED website is available via the following
link: http://www.iied.org/

Concluding remarks

The focus area in this study unit is the analyses of markets and value
chains. The type, scale and level of market analysis were discussed, after which
the levels of value chain analysis were explained—i.e. core chain actors, BDS
and regulatory and policy actors. The participatory tools that are used in a value
chain analysis were also identified. The study unit was concluded with an
outline of the nature and use of the most important toolkits for and approaches

to value chain development.

Abbreviations
Abbreviation |Meaning

ACDI/VOCA |An international development (non-profit) organisation that
promotes economic opportunities for cooperatives,
enterprises and communities through the application of

ArcGIS A geo'g']rap-hic information system for maps and geographic
information that can be used to create and use maps, analyse
map information, compile, share and discover geographic

ata and manann ananranhins infarmatian in a datahacna
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BDS Business development services

CIAT International Centre for Tropical Agriculture

CPI Commodity Price Index

CRS Catholic Relief Services

DFAT Department of Foreign Affairs and Trade (Australia)

DFID Department of International Development (United
Kinadom)

FAO Food and Agriculture Organisation

G.AP. Good Agricultural Practice

GIS Geographic information system

Glz Deutsche Gesellschaft fur Internationale Zusammenarbeit

GPS Global positioning system

ICT Information and communications technology

ICT Information and communications technology

IFPRI International Food Policy Research Institute

IIED International Institute for Environment and Development

IRR Internal rate of return

IRRI International Rice Research Institute

LMS Learning management system

LSMS Living Standards Measurement Study

M4P Making Markets Work for the Poor

MEAS Modernizing Extension and Advisory Services

MOI Market opportunity identification

MSE Micro and small enterprises

NGO Non-governmental organisation
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NPV

Net present value

PPM Plant propagation material

SDC Swiss Agency for Development and Cooperation

Sida éWéE?gﬁlrﬁtg}national Development Cooperation Agency

SPS measures éZm"th“;? \and phytosanitary measures

SSA Sub-Saharan Africa

TBT Technical barriers to trade

TOPS Technical and Operational Performance Support

USAID United States Agency for International Development, which
provides economic and development assistance around the

USDA Uﬁl{gd States Department of Agriculture

Other modules of the New Extensionist modules are:

Introduction to the New Extensionist

Extension Methods and Tools

Extension Programme Management

Professional Ethics

Adult Education for Behavioural Change

Knowledge Management for RAS

Introduction to Facilitation for Development

Community Mobilisation

Farmer Organisational Development

The Role of Extension in Supporting Value Chains

Agricultural Entrepreneurship

Gender in Extension and Advisory Services
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Risk Mitigation and Adaptation
Other related modules developed by GFRAS are on:

Evaluation of Extension Programmes
Policy Advocacy for RAS
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Value chain analysis of maize in Bihar

Dr Anupama Saran
Deputy Director(Extenion),RPCAU,Pusa

Technology is a force for disruptive change, and the maize seed industry has
been one of the pioneer examples of such a change. Global maize production
and India The global production of maize is 11,41,360 thousand tonnes spread
across area of 1,96,357 thousand hectare with yield of 5813 kg/hac (Mo A and
FW, 2022). India ranks 6™ position in the world maize production. About two-
thirds of the total maize in the developing world is produced in low and
lowermiddle income countries. Hence, maize plays an important role in the
livelihoods of millions of poor farmers in the developing world. Often, they
are too poor to afford quality seeds and other essential inputs and are exposed
to significant production and market risks. According to an estimate by the
International Food Policy Research Institute (IFPRI), the demand for maize in
developing countries is expected to be doubled by 2050 (Rose grant et al.,
2008) on account of its varied uses such as in food, feed, food sweeteners,
starch, oil, proteins, alcoholic beverages, etc. During 2021-22, maize was
grown in 3.05 lakh hectares with a production of 18.62 lakh tonnes and
productivity was 6105 kg/ha as compared to only 1.73 Mt from 3.16 Mha in
1950-51. There has been a consistent growth in maize yield and additional 2-
4 Mt of maize grains are added every decade to the national pool. Such a
tremendous performance of maize could only be possible due to resurgence of
a strong seed supply chain. Despite increasing role of multinationals and

private sector in maize seed systems, many poor farmers rely on local seed
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companies that supply mostly open-pollinated varieties, developed chiefly by
the public institutions. The interesting corollary in the case of rice is that
almost half the rice seed sold in Andhra Pradesh is produced by the private
companies, even though most of the varieties are developed by the public
sector (Tripp and Pal, 2001).

Maize is considered as a popular cereal crop and is cultivated widely
throughout the world. It has high carbohydrate, fat, protein, minerals and some
vitamins. The presence of carotenoids (f-carotene, cryptoxanthin and [3-
zeacarotene having Pro Vit A activity) makes it an important crop which could
be used to solve the problem of protein malnutrition presence in the world
(DAMC, 2019). Maize is one among the three most important food crops that
are produced and consumed as major source of food calories by the human
being (Awika, 2011). In the various parts of Africa and Mesoamerica maize
contributes almost 20% of food calories, furthermore it is an important source
of food calories to 4.5 billion people in 94 developing countries (Shiferaw et
al., 2011). Moreover, maize is also used as an animal feed and an important
industrial ingredient for various sectors including starch, food processing,
bioethanol because of its molecular versatility (KPMG et al., 2014). It is also
known as the queen of cereals as it has the higher genetic yield potential and
wider adaptability under diverse environment differing in terms of soils
rainfall and weather (Prusty et al., 2017; Dhakre and Sharma, 2010). Different
types of maize are grown in highly diverse climatic condition across the world.
Not only this maize generates an employment opportunity for more than 650
million people at farm level and by growing maize farmers could be able to

save 90 per cent water and 70 per cent power (FICCI and PwC, 2018).
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In India, maize is sown during Kharif, Rabi and spring period. Major states
producing maize in India are Karnataka, Madhya Pradesh, Maharashtra, Tamil
Nadu, West Bengal, Rajasthan, Bihar, Andhra Pradesh, Uttar Pradesh and
Telangana. Maize is also identified as a crop for doubling farmers’ incomes in
India. Bihar is one among the major state producing maize. The growing
demand of maize is because of its used in sectors like cattle feed, Processed
food like corn flakes etc., biofuel production etc. It is considered as an

important fodder crop grown in India (Kumar et al., 2014).

Small seed companies play an important role in boosting crop production.
They produce seed adapted to the local micro-environments. The seed has
attributes similar to those of farmers’ traditional varieties in terms of toughness
and suitability to local conditions, but provides higher yield. Small- and
medium-sized seed companies can reach poor farmers with varieties that can
give higher and reliable yields, and so have potential to contribute to their food
security and income (Morris et al., 2003; Barrett, 2008; Langyintuo et al.,
2010). However, to accelerate regional spill-over, different approaches are
needed for the transfer of genetic materials developed by the public research
institutions to small seed companies through policy harmonization and market

development.

Value Chain Analysis
The first step in mapping the market is to delineate the value chain. The flow

of seed to farmers and grain to the market occurs along chains. These can be
referred to as value chains because as the product moves from chain actor to
chain actor e.g. from producer to intermediary to consumer it gains value. A

value chain can be defined as the full range of activities which are required to
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bring a product or service from conception, through the different phases of
production (involving a combination of physical transformation and the input
of various producer services), delivery to final customers, and final disposal
after use. The chain actors who actually transact a particular product as it
moves through the value chain include input (e.g. seed suppliers), farmers,
traders, processors, transporters, wholesalers, retailers and final consumers. A

simplified version of a value chain

Seed suppliers — Farmers — Traders — Processors —

Exporters/importers — Retailers — Consumers

In reality, value chains are more complex than the above example, in
many cases, the input and output chains comprise more than one channel and
these channels can also supply more than one final market. A comprehensive
mapping therefore describes interacting and competing channels (including
those that perhaps do not involve smallholder farmers at all) and the variety of

final markets into which these connect.

A value chain is a sequence of related business activities (functions)
from provision of specific inputs for a particular product to primary
production, transformation and marketing, up to the final sale of a particular
product to the consumer (GTZ ValueLinks, 2008). It also includes the set of
operators performing different functions, viz. producers, processors, traders
and distributors of a particular product linked by a series of business
transactions through which the product passes from primary producers to end

consumers. Thus, value chain actors, responsible for transmission of materials,
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information and/or services, share an interest in the end-product because

changes in the end-market affect them both collectively and simultaneously.

Mapping

Mapping is a central element of value chain analysis. It is used to show the
flow of transactions from sourcing of raw materials and inputs, to production,
processing, marketing and final sale. The maps can also illustrate costs, value
addition at each stage, secondary services important to each stage, critical
constraints, and the relative clout of players along a value chain.
Participatory Approach — Each actor along the chain impacts value creation.
The actors performing different functions and exerting different levels of clout
often have very different perspectives on critical opportunities, bottlenecks
and the potential of different interventions. Hence, value chain analysis
demands participation of full range of stakeholders (Kaplinsky, 2000). This
range includes buyers, processors, producers, input suppliers, and public
agencies and associations that impact industry, trade, labour and commercial

regulations and practices.
Production Performance of Maize

Maize in Bihar Bihar is one of the major maize growing states in India.
In Bihar major maize growing districts are Katihar, Purnea, Begusarai,
however the highest yield of maize was recorded in Araria district as per
Economic survey 2021-22. In the recent years Bihar has emerged as one of the
promising states for maize production. The area, production and yield of
Maize crop in Bihar from 2000-01 to 2020-21 reveals that in past years the

yield and production of maize crops has shown a tremendous growth in Bihar.
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The rabi maize had registered a growth rate of 8.38% and 5.28% in term of
production and yield. Also the area under the rabi maize had registered a
significant growth in the study period i.e. 2.93% as compared to summer maize
and kharif maize which is 0.45% and - 0.92 per cent. While the kharif maize
in Bihar had shown a negative growth in terms of area the production and yield
under had registered a meagre growth. This may possibly happen because of
waterlogging which is one of the major abiotic stress in Bihar. The districts
falling in the Gangatic area such as Patna, Begusarai, Khagaria, Bhagalpur and
Koshi regions which includes namely Katihar, Saharsa, Purnia, Khagaria,
Madhepura, Kishanganj Araria and Supoul are flood prone. As such in this
case the kharif crops may face waterlogging at various stages during
harvesting which may result in low yield and production. The area under the
maize shows a low instability while the instability index is high for kharif
maize whereas the rabi maize which shows a promising growth in term of both
production and yield had a medium instability index. Summer maize has also
a medium and low instability in production and yield respectively. Thus, the
production and yield of maize crop in Bihar have a positive growth trend with
a instability ranging between low to medium which shows that it is a promising
crop in Bihar for improving the income of the farmers.
Maize Seed Sector

The policy reforms during mid-1980s have brought major changes in
India’s maize seed industry. Since seed laws were liberalized during late-
1980s, private investment in maize research has risen sharply, and seed
companies have captured a significant share of the market (Singh et al., 2002;
Pal and Tripp, 2002). Farmers are mostly dependent on the private seed

companies for maize seeds and public sector’s stake in maize seeds is less than
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10 per cent. Most of the private companies spend 10-12 per cent of their
revenue on research and development. On the other hand, the government
efforts for boosting seed production and distribution in the state are well versed
with the schemes like Mukhyamantri Tivra Beej Bistar Yojana (Chief
Minister’s Rapid Seed Extension Program), Beej Gram Yojna (Seed Village
Program), Seed Production on Government farms and distribution of
subsidized certified seed. The phenomenal increase in seed production in the
year 2009 may be taken as an upshot of these initiatives (Figure 1). The kharif-
maize has the largest share of the total area under the crop (42-43%), followed
by rabi-maize (31-32 %) and summer-maize (25-26 %). The seed replacement
ratio (SRR) for maize is high (> 60%) in the state as compared to the national
average of 48.5 per cent (Task Force on Bihar, 2008). There is a gradual
increase in hybrid seed production which has resulted into a high SRR. The
decrease in certified seed production in 2008 was mainly due to abiotic stresses
like widespread flood, badly affecting 13 districts of north Bihar, a major
maize-producing region. The kharif-season is less preferred for seed
production due to problems like waterlogging, flood and disease incidence,
while in the rabi-season, water availability is a limiting factor.

Both traditional and hybrid strains of maize are grown in Bihar. Area
shares of hybrid maize in the total maize area in kharif and summer seasons
are about 40 per cent and 70 per cent, respectively in the state. Thus, the
production of hybrid maize in these two seasons constitutes nearly 45 per cent
and 72 per cent, respectively (Task Force on Bihar, 2008). However, in the
field surveys conducted in the Samastipur district, it was observed that farmers
mostly prefer Open Pollinated Varieties (OPVs) for growing maize during the

kharif and summer seasons, because of their higher tolerance to abiotic and

119



biotic stresses. Hybrid maize is cultivated mainly during rabi-season because
of low incidence of pest, and abiotic stresses and hence high yield.
Marketing activities

The various agencies involved in the assembling of maize are farmers,
village level traders, Merchants, wholesaler and Retailers, cooperatives,
various government organisation like FCI, State government. Jeevika also
known as Bihar Rural Livelihood Promotion Society (BRLPS), Maize
Processor and stocker etc. A maize grower normally sales it through the
abovementioned channel. Few growers also take the route of BRLPS. Few
large and medium farmers sales through Mandis also. Railway point maize
trading through licensed commission agents and traders is also used by the
maize growers who are licensed and sold he produce to poultry feed and other
industries. The major criteria for selecting a channel depends upon the return
that the producer is getting, commission charges, transportation cost etc.
Normally farmers prefer shorter channel with minimum market cost. The
major mandis for maize in Bihar are Gulab Bagh Mandi, Naugachia, Khagaria.
Value Chain Actors
Seed Producing Agencies — New seed varieties are developed by the
universities and ICAR research station in Bihar, besides by the large/medium
private suppliers such as ProAgro, Pioneer (PHI India), Monsanto, NSL,
BISCO, Masina Seeds Pvt. Ltd, etc. There are some farmers who still grow
traditional varieties of maize. Therefore, there is enough scope for expansion
of newly developed hybrids/OPVs suiting to local environment. Seed
companies generally opt for seed production under contracts. The companies
provide the parent seed (in case of hybrids 2 :6 ratio) and extension services

to the farmers. They buyback the harvested raw cobs at a pre-determined price.
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Input Suppliers — Input suppliers include fertilizer and agri-chemical
companies, government distributors, small wholesalers (dealers)/retailers
(distributors), and even smaller retail shops that sell small quantities of seed,
fertilizer and pesticide to farmers. Combinations of different fertilizers like
DAP, urea, NPK (usually 20-20-20), muriate of potash (MOP), and to a lesser
extent, micronutrients such as zinc and sulphur are widely used in the
production of maize. Pesticides are used for both production, storage and seed

treatment.

Government Distributors — The Bihar branch of the National Seed
Corporation and Bihar Rajya Beej Nigan Limited supplies a less than half of
the seeds to the farmers at subsidized rates, and the rest of the demand is met
by private companies or farmers use their own seeds. The National Seed
Corporation has four distribution channels: government, cooperatives,

parastatal entities, and private certified dealers.

Wholesalers/Distributors — Input wholesalers at the district level buy seeds,
pesticides, and fertilizers from the government and other private players in the
nearby cities. They supply inputs to village input stockists/ retailers. Some of
the wholesalers also supply pesticides, fertilizers along with seeds directly to
large farmers as well as to small retailers. They usually earn around 10 — 15

per cent margin on sale of maize seed.

Retailers/Dealers — Input retailers operate small shops in the villages/ local
market. They buy seeds and other inputs from the private wholesalers. They
sell a number of maize varieties along with various fertilizers produced by

different manufacturers. They earn usually a margin of 20 — 30 per cent on
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sale of maize seed. The average share of maize seed business is around 11 per

cent of their total business value.

Producers-Farmers — Most of the farmers have been practising the same
crop rotation pattern of rice and wheat on the same fields for years rather than
alternating with other crops. Smallholder farmers use grain for family
consumption, and the surplus is sold in the open market.

The Enabling Environment

The enabling environment consists of critical factors that shape the value chain
ecosystem and operating conditions. These “enabling environment” factors are
created by organizations (national and local authorities, research agencies
etc.), and institutions (policies, regulations and practices) that are beyond the
direct control of economic actors in the value chain. The purpose of charting
this enabling environment was to understand the factors that affect the entire
value chain, and to examine the powers and interests that are driving the
change. This knowledge helps determine the avenues and opportunities for

realistic action, lobbying and policy entrepreneurship.

Supporting services and macro-economic environment

The various supporting services includes services provided by the financial
institution and intermediaries such as commercial bank, Regional Rural
Banks, cooperative, insurance companies for providing credit to meet long
term and short-term requirements, crop insurance for risk mitigation.
Agriculture extension services for better information and knowledge related

to various practices in maize crops. In Bihar currently two agricultural
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universities and Krishi Vikash Kendra’s are operating for providing support to
farmers in agriculture. Regional Maize Research and Seed Production Centre,
Begusarai, established in May 1997 to provide support for developing maize
hybrid varieties suitable for eastern zone. The centre is also engaged in
extending various maize technologies to farmers through field demonstration
kisan melas etc. Furthermore, state government is also taking various
incentives for maize producer. Maize is considered as priority sector for
investment under food processing sector by Government of Bihar. Other
stakeholders include NGOs, Jeevika, the State Rural Livelihoods Mission unit

in Bihar.

Micro-economic Framework

Functions

Actors

Pre production
stage

Production
and Harvesting

Post Harvesting
Storage etc.

Marketing
Activities

Input Dealers, Farmers, FCl, Other Private Warehouse Players,
Traders, Reta_ilers and wholesalers, Maize Processors/Stokers etc

—

Agricultural Universities, Krishi Vigyan Kendars, Financial Intermediaries like
Banks, Insurance Companies etc Regional Maize Research and Seed
Production Centre (Begusarai), State government agencies etc.

“Supporting |
_Institutes

Micro-economic Framework

Maize is considered as an important crop for doubling farmers income because

of its use in various sectors and it is also a rich source of carbohydrate protein
and vitamin. Several empirical research proper analysis of maize value chain
could be helpful for improving the yield and production of the crop. Value

addition in maize crop will help the farmers to get good realisable value. In
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addition to this intervention on the part of the state government to promote
farmers associations would help the small holders to strengthen their
bargaining power and getting access to fair market price. A proper business
model for the development of these association will help in boosting their
income at grass root level.

*kkhkkhkkikkikkik
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Role of EAS in Value Chain Development

Dr. M. P. Nayak
Associate Professor,
Dept. of Agricultural Extension Education, College of
Agriculture, OUAT, Bhubaneswar

In India a marked transformation in agriculture system has been observed after
the economic reforms in 1990s. Globalisation of trade and institutionalisation
of WTO has created a perceived threat of price volatility of agri-commodities
because of cheap imported agri-commodities. At the same time the fear for
reduction in export, more particularly because of phytosanitary barriers has
created havoc in many prospering production clusters in the country. As a
upshot, the emergence of market led production and value chain in the field of
agriculture has created little vibration and is treated as a visible market
phenomena during early part of this century. There has been a striking effort
from all corners for strengthening production, processing and market
infrastructure, increasing concentration on processing, marketing and export
of agri-commodities. The efforts are also visible at policy level for bringing
more coordination among actors along the value chain.

As on date, India is one of the major players in the agriculture sector
worldwide and it is the primary source of livelihood for nearly 55% of its
population. India has the world's largest cattle herd (buffaloes), largest area
planted to wheat, rice, and cotton, and is the largest producer of milk, pulses,
and spices in the world. It is the second-largest producer of fruit, vegetables,
tea, farmed fish, cotton, sugarcane, wheat, rice, cotton, and sugar. Agriculture
sector in India holds the record for second-largest agricultural land in the world
generating employment for about half of the country’s population. Thus,
farmers become an integral part of the sector to provide us with means of
sustenance.
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Despite being a smallholder economy, India has become self-
sufficient in food production and is a leading producer of a number of
agricultural commodities

However, this record level of production has not been always
accompanied by commensurate increase in farmers’ income. Agricultural
value chains in India are subject to high fragmentation and intermediation,
resulting in substantial losses in quantity and quality of produce, limited
processing capacities, and high price volatility

During recent years, there is a sharp growth in demand for processed
foods because of increasing urbanization, increasing disposable incomes,
changing spending patterns and priorities, emergence of nuclear families, and
the growing need for convenience foods in dual-income nuclear families.
Again, there is a sharp increase in switching to healthier eating alternatives,
pre-cooked ready-to-eat meals, and increasing consumption of organic foods.
This has led to strengthening the opportunities basket in this fast-growing
processed food market.

This has also necessitated changes in quality and safety of products,
production and processing process and distribution methods. Farmers have to
grow and try to diversify their production systems accordingly and in some of
the areas they are trying to do this. This also opens a huge opportunity in the
expansion of domestic market for non-conventional, crops, such as fruits and
vegetables.

To encash such demands and opportunities, India is competently
equipped with existing diversity in agricultural production system. The
minimal support of policy and orientation among the stakeholders will
strengthen the commodity value chain and bargain better income for the
farmers.

Conceptual framework of agricultural value chains includes a
sequence of value adding activities, from production to consumption, through
processing and marketing. Each segment of a chain has one or more backward
and forward linkages. A value chain in agriculture identifies the set of actors
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and activities that bring a basic agricultural product from production in the
field to final consumption, where at each stage value is added to the product.

In India, agriculture system along with value chain framework has not
been conceived as a main strategy to bring more efficiency, productivity and
earnings. There has not been enough emphasis on the growth and development
of efficient agricultural value chains in India.

But it is also noteworthy that in India, due to lack of technologies
related to quality seeds, fertilisers, irrigation and good agricultural practices
farmers find it very difficult to enhance their productivity. As envisaged in the
figure 1, the existing production practices are not resilient to climate change
nor suitable for delivering export quality production. On the other hand, the
existing value chain faces several limitationsfor taking up the challenge of new
generation agriculture.

Agri-Commodity Value Chain in India

Agricultur Cultivati Harvesting, Storage Marketing Processing
al Inputs: gy  ON Procureme o and Trade andRetail
Seeds, Practices nt
Fertiliser and
Existing Poor market Lack of Price Weak
Less i informati entrepren discovery rocessing
appropriat practices information pr o p si
vulnerable and Presence eurship mechanism capability
e and old to weather of and not (skill &
Technolog & Climate middlemen infra. available to infrastructur
y leading Change, leading to e) leading to
Inadequat price wiactana and
e to
deliver

Concerns and Vulnerabilitv

Fig 1: Agriculture Value Chain in India
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There is an urgent need to develop innovative technologies,
equipment, farm-machineries, irrigation, storage and processing infrastructure
and at the same time create a market information system so as to enhance the
system capability.

Apart from this, the role of extension and advisory services are to be
revisited and strengthened to cope with the changing information need of the
chain actors.

Extension and Advisory functions in Value Chain

During the initial phase, the focus of Extension Services was on rural
development assuming the fact that the rural people are poor, disadvantaged,
suffering from hunger, malnutrition and they only need the basic support of
food, shelter, education, health and sanitation. During post independence
period, extension services refocused attention on activities required for
enhancing capacity of the farmers for increasing production and productivity.
In the changing scenario, the role of extension has broadened looking at the
challenges currently being faced. With development and inclusion of IT in
agriculture, during the recent past, there has been a revolutionary change in
agriculture knowledge domain for technology forecasting and advisory.
During the recent past emphasis has been given on providing market
information and strengthening aggregation models.

Extension in India has always been pluralistic in nature comprising of
public, private and non-governmental agencies, further divided as profit and
non-profit organisations. Depending on the category of institution / agency
and their priority in extension services, the categories of advisory and support
services are broadly set as,

Public Sector agricultural extension agents

Traditionally, farmers in many countries have relied on agricultural
advice and information from government extension agents. These agents are
often long-term employees, which enables them to acquire a depth of
experience about local cropping and livestock systems. They focus their
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efforts on specific geographic areas and they have close ties to national
research organisations.

As populations have risen, the ratio of extension agents to farmers has
increased from a level of 1:50 in the 1960s to more than 1:1000 in many
countries today.

NGO led agricultural extension agents

Over the past decades, there has been a rapid establishment of NGO-based
extension services who support in intensive investment programme and
development programming. Although the NGO field agents do not have as
long-term a tenure or as broad a coverage as the government extension
systems, they are often better resourced and they have more clearly defined
objectives and work plans in dealing with community.

Lead farmers and community-based agents

For many years, government and NGO field agents have relied on lead
farmers to reach the larger farming community. Lead farmers are often the
more progressive farmers within a particular community and they have a
higher level of education than others in their community.

The lead agent acts as the host for field agent visits and organises the
farmer group or farmer field school. Lead farmers are a vital means of testing
new ideas at a specific location and helping to scale out new innovations with
other farmers.

Volunteer agents / Promoters

These lead volunteers / promoters are self-mobilised and self-evolved
extension service providers. They basically render advisory, input and
sometimes marketing support in their own locality. They are relatively better
performers with the community and have wider acceptability. They are usually
paid for their services which gain income to their clients. They attend
meetings with the lead farmers and extension agents, after which they share
the information with the farmers in their communities.
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VI.

VII.

Private extension service providers.

As farmers make the shift towards more commercial and knowledge-
intensive farming, they require access to improved agricultural inputs, such as
improved seed of new varieties, fertilisers, tools and agro-chemicals. Input
suppliers are steadily expanding their input supply outlets and networks to
meet this demand.

Input supply agents can, in many ways, replace the traditional,
production-based extension agent. This is because they have a good local
knowledge of varieties that do well and they can give farmers advice on the
most effective combinations of technologies and best practices in their local
area. This type of service through an input supplier is often called an
‘embedded service’ and the agents who provide the embedded service are
known as ‘commission agents’. In this case, the cost of the agent is not directly
charged to the farmers, but is included in the cost of the products that they sell.

Specialised Private sector field agents

There are various forms of private sector extension services, such as
those paid by producers and those paid by a lead firm. Private sector field
agents are paid by a farmer or a farmer organisation to provide specialised
training targeted at a specific product or sector. These extension agents work
with farmers to help them sell higher volumes of quality produce to meet
market requirements. More commercial farmers pay for these services to
increase their share of produce that will achieve the highest premium prices.
For example, farmers want to sell more of the highest quality coffee to target
buyers offering premiums, rather than selling average quality produce into the
commodity markets.

Agri Clinic and Agri Business Centres

Agri Clinic and Agri Business Centres (ACABC) are commercial
venture set up by trained Agri-graduates for providing specialised service to
the farmers. Supplementing the efforts of public sector extension, ACABCs
provide extension and advisory services to the target group of farmers on
payment or free of cost as per their business model. The focus areas for
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providing advisory services by ACABCs are soil health, cropping practices,
plant protection, crop insurance, clinical services for animals, post harvest
technology, price and market information.

Futuristic Extension and Advisory Services for strengthening Agriculture
Value Chain

In the changing scenario of agriculture development there is a clear
cut transformation in the farmers’ need so also the approaches of extension
service providers. In agriculture value chain extension, the extension and
advisory services are more focused on those skill and knowledge domain
which would make the farmers capable for handling post production activities
and dealing with market forces without compromising their focus on
technology transfer in commodity production domain.Some of the information
need of farmers as identified by researchers are as follows,

Knowledge and skills to compete in the new farming environment in the
context of climate change and consumer demand.

Need to develop or adopt new technologies to cope with policy focus on
sustainability and regeneration agriculture practices.

Need to diversity their production from less remunerative to more demanding
crops and commodities.

Need to identify and explore opportunities for appropriate post-harvest
operations and need based value addition.

Need to explore and exploit new market opportunities.
Need concept and skill for innovating aggregation models.

Need expertise in handling IT based information analysis and prediction
systems.

Need to identify sources and access the appropriate financial, processing and
marketing agencies and deal with their modalities of operations.

Need to understand the scope and legal complicacies of emerging marketing
act and contract farming arrangements.
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Need to know several forms of market operation and marketing arrangements.

Need managerial capabilities for optimising investment and profit in
agriculture.

For understanding the growing interactions among stake holders in
agriculture value chain and delivering to their information demand, extension
and advisory services need to be equipped and continually updated in the areas
of,

Changing interactions in Agri-commodity value chain,

Policy focus at national and international level,

Climate change impact,

Developments in the field of IOT, precision farming, sensor based
technologies,

Dynamism in consumer behaviour and marketing system,

Scope and opportunities for commodity and consumer specific post harvest
and value addition activities,

Innovative models of product aggregation, farmers’ organisation and building
social capital,

Use of IT in the field of farm management, operation of agri-portals, access
and utilisation of the Decision support systems,

Contract farming, public private partnership approaches, and

Extension approaches and farmer centric schemes & projects for dealing with
the changing scenario.

Agriculture Value Chain Extension,conceptualised at the beginning of
this century, is the predominant approach in agriculture extension now a days.
The focus is remarkably on commercialising agriculture on one hand and on
the other hand, need to accommodate innovations and models developed in
working with small holder farms. Never the less, the priority is on producing
more from less and enhancing income for farmers adding value at each step.
In this context, the extension and advisory services are to be revamped and
invigorated with appropriate information and delivery skills. Understanding
existing and analysing the emerging value chain; exercising capabilities in
strengthening value chain actors and creating a win-win situation among the
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chain actors would pave a concrete path for growth of farmers and agriculture
development in the country.
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Abstract

Tourism has become the largest industry in the world. The overall
contribution of travel and tourism to the global GDP amounted to 5.81 trillion
U.S. dollars (Statista Research Department, 2023). The value of the agri-
tourism market was USD 69.24 billion in 2019 and is projected to reach USD
117.37 billion by 2027. Agritourism has its roots in the late 19th century in
Europe when city inhabitants looking for a vacation from the city were drawn
to farm stays. There are various motivations to start agritourism as a business.
A successful agritourism venture needs thoughtful planning and its
implementation. Some famous agritourism sites in India are Etikoppaka
Village, Vishakhapatnam District, Andhra Pradesh specialized in woodcraft,
Coorg District of Karnataka famous for coffee plantation etc.
Entrepreneurship plays a crucial role in the development of agritourism, which
is the practice of attracting visitors to rural areas to experience the farming and

agricultural way of life. Case study of Samir Ranjan Bordoloi a 44-year
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Agripreneur from Jorhat, Assam operating an integrated approach of organic
farming, model villages, and agritourism on his farm Basanti Organic Tea

farm at Gandhiagaon village of Panitola.

Keywords: Agritourism, Entrepreneurship, Business model, Innovation,
Sustainability.

Introduction

“We wander for distraction, but we travel for fulfillment." - Hilaire Belloc
India is a country with a variety of cultural traditions and geographical features
that offers a distinctive fusion of traditional and contemporary methods of
agriculture and tourism. Tourism has become the largest industry in the world.
The overall contribution of travel and tourism to the global GDP amounted to
5.81 trillion U.S. dollars. (Statista Research Department, 2023). The value of
the agri-tourism market was USD 69.24 billion in 2019 and is projected to
reach USD 117.37 billion by 2027. Registering a CAGR of 7.42%, the market
will exhibit steady growth during the forecast period (2020-2027). In India,
the combination of agricultural and tourism-related activities is known as
agritourism, and it is seen as a promising area for business growth.
Agritourism offers farmers a special chance to diversify their sources of
revenue and show off their farming methods to tourists. The industry also
gives visitors a genuine taste of rural life, including farming, harvesting,
cooking, and intercultural exchanges. Encouraging entrepreneurship in the
agritourism industry should not only benefit the local community but also aid
in the preservation of rural culture. Agritourism has flourished in India as a

result of the rising desire for environmentally friendly and immersive travel,
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opening up new opportunities for entrepreneurship development. The chapter
includes the potential of agritourism as an entrepreneurial opportunity in India,
including its challenges, opportunities, and policy implications. The potential
of agritourism as a business opportunity in India, including its challenges,

opportunities, and policy implications.
Agritourism: Genesis

Although agritourism is a relatively new idea, its origins can be found
in long-standing agricultural and rural practices. Agritourism has its roots in
the late 19th century in Europe when city inhabitants looking for a vacation
from the city were drawn to farm stays. These early types of agritourism
entailed staying on a farm and helping out on the farm with tasks like
harvesting fruit and milking cows. In the early 20th century, this kind of
agritourism was also common in the United States. Back in the 1800s, the
University of Tennessee in its Extension Publication had considered it as
agritainment. The origin of the term agri-tourism is credited to Italy in the
1970s. Agritourism started to develop into a more commercialized business in
the middle of the 20th century as farms and rural regions started to provide
tourists with additional amenities and activities. Several causes, such as the
rising popularity of organic farming and sustainable agriculture, the expansion
of local food movements, and the demand for unusual travel experiences, have
contributed to the growth of agritourism. In India, this concept was initiated
by a tourism industry professional Pandurang Taware in 2005. Agri-tourism
Development Corporation (ATDC) was started on 16th May 2004 in

Malegaon near Baramati in Maharashtra.
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Model of Agritourism Entrepreneurship Development

A successful agritourism venture needs thoughtful planning and
implementation. Here is stepwise process how an agritourism business can be
developed
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Fig 1. Model of agritourism entrepreneurship development

Table 1. Agritourism sites and their specialization

Andhra Etikoppaka Village, Wood Craft

Pradesh Vishakhapatanam District.

Arunachal Deke Village, West Siang Ethnic tribal culture

Pradesh District

Bihar Nepura Village, Nalanda Tussar Silk weaving
District

Himachal Nagar, Kullu District Topi and Shawl

Pradesh Weaving

Jammu & Agar lJitto Village, Udhampur | Handicraft

Kashmir District
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Karnataka Coorg District Coffee Plantation

Kerala Kalady Village, Ernakulam Spice plantation
District

Entrepreneurship- a catalyst for Agritourism in Rural Development

Entrepreneurship can play a crucial role in the development of agritourism,
which is the practice of attracting visitors to rural areas to experience the
farming and agricultural way of life. By creating and managing innovative
agritourism ventures, entrepreneurs can stimulate economic growth in rural
communities, create new jobs, and promote local agriculture. Here are some
ways in which entrepreneurship can act as a catalyst for agritourism
development:

1. ldentifying new opportunities: Entrepreneurs are often skilled at
identifying new opportunities and niches in the market. They can use this
ability to develop unique agritourism experiences that appeal to visitors. For
example, an entrepreneur may create a farm-to-table restaurant that serves
locally grown produce or develop a farm-stay program where visitors can stay

on a working farm and participate in daily activities

2. Adding value to agricultural products: Entrepreneurs can add value to
agricultural products by developing new products or processes that make them
more appealing to consumers. For example, an entrepreneur might create a
line of artisanal jams, jellies, and sauces using locally grown fruits and

vegetables.
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3. Diversifying income streams: Agritourism can provide farmers with an
additional source of income, which can be particularly important during times
of economic uncertainty. Entrepreneurs can help farmers develop new
agritourism ventures that complement their existing operations and generate
additional income. For example, a farmer might create a pick-your-own

pumpkin patch or start a corn maze to attract visitors during the fall season.

4. Promoting local culture: Agritourism can help to promote and preserve
local culture by showcasing traditional farming practices, crafts, and foods.
Entrepreneurs can work with local farmers and artisans to create unigque
agritourism experiences that highlight the region's cultural heritage. For
example, an entrepreneur might organize a festival that celebrates local music,

dance, and cuisine.

5. Supporting sustainable agriculture: Agritourism can also promote
sustainable agriculture practices by educating visitors about the importance of
preserving natural resources and supporting local agriculture. Entrepreneurs
can develop agritourism experiences that incorporate environmental education
and sustainable farming practices. For example, an entrepreneur might offer
guided tours of an organic farm or provide workshops on sustainable

agriculture practices.

Overall, entrepreneurship can be a powerful catalyst for the development of
agritourism. By creating new and innovative agritourism ventures,
entrepreneurs can help to promote economic growth, preserve local culture,

and support sustainable agriculture practices in rural communities.

140



Case Study

Samir Ranjan Bordoloi a 44-year Agripreneur from Jorhat, Assam operating
an integrated approach of organic farming, model villages, and agritourism on
his farm Basanti Organic Tea farm at Gandhiagaon village of Panitola. Ten
farm tourism destinations have been created as part of the initiative, which is
assisting roughly 125 farmers who are involved. Ten young people are
employed directly, while many more are indirectly involved in the project. The
business is supported by a large number of domestic and international tourists
who come to take advantage of the organic farms and the warm welcome of
the locals. YATRA is a tour package that allows visitors to experience living
in an organic tea garden, making hand-made green tea, picking tea leaves,
living in bamboo huts, sailing in bamboo boats, staying in a bamboo village,
helping farmers plough, making compost, and vermicompost, and tasting the
regional cuisine and culture. Today the annual turnover of his farm is 1 crore.
He faces many constraints but through innovation, they overcome the

constraints.
Conclusion

In conclusion, agritourism can provide a unique opportunity for rural
entrepreneurs to create successful and sustainable businesses. A key factor to
success in this field is developing a strong business model that takes into
account the specific needs and interests of both visitors and farmers.
Additionally, rural entrepreneurship plays a crucial role in the success of
agritourism ventures. Successful rural entrepreneurs can identify new and

innovative ways to create value for their customers and generate revenue for
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their businesses. This requires a combination of creativity, strategic thinking
and willingness to take risks. Additionally, entrepreneurs must consider
factors such as zoning laws, safety regulations, and environmental concerns
when selecting a site for their agritourism business. Overall, rural
entrepreneurship and agritourism present promising opportunities for
individuals who are interested in creating sustainable and successful
businesses in the agricultural sector. By developing strong business models,
leveraging their entrepreneurial skills, selecting the right site, and studying
successful case examples, entrepreneurs can increase their chances of success

in this exciting and growing field.
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Different Forms of Linking Farmers to Market:
Establishing linkages through FPO

Dr. Sanat Mishra
Odisha University of Agriculture & Technology
www.ouat.nic.in

Primer
Marte hum bhi hain, Marte tum bhi ho
Marte hum bhi hain, Marte tum bhi ho
Hum sasta bech ke marte hain
Tum mahanga khareedke marte ho.

Sharad Joshi
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Agri-Value Chain Concept

Concept of “agri- value chain” (Ag VC) covers full range of activities and
participants involved in moving agricultural products from farm gate to the
consumer’s table (Farm to Fork).

Ag VC is often defined as sequence of value adding activities, from
production till consumption, through processing and commercialization.

Ag VC concept allows integration of the various players in agriculture
production, processing and marketing. It defines the various roles of players
while at the same time, scope and purpose of partnerships that can be
established.

Each stakeholder or process in the chain has a link to the next in order for the
processes to form a viable chain.

Ag-Value Chain Analysis

Assessment of the actors and factors influencing the performance of a sector/
commodity, and relationships among participants to identify the driving
constraints to increased efficiency, productivity and competitiveness of
farming and how these constraints can be overcome

Farm To Fork
Why?
Reduction of wastage
Ensuring food safety
Preserving freshness
Decreasing consumer prices

Improving farmer prices and incomes
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Benefits

Reduce the use of intermediaries in the chain

Strengthen value-added activities

Better technology and inputs

Farm gate procurement

Upgraded infrastructure (such as cold chains)

Improved price opportunities

Demand-driven production

Procurement for food processing and expo
Farm To Fork: Key Activities

e Input supply

* Primary production

* Sourcing of supplies

* Processing, transformation & assembly

* Transport

» Packaging and handling

*  Wholesale

* Export

» Retail
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Supporting services:

* Business services such as accounting
* Quality and process certification
* Research and laboratory services
* Financial services
TEN STEPS TO DRAW
Ag VALUE CHAIN MAP
STEP 1

Collect information through desk research
(existing studies, reports and statistics)

STEP 2
Define the nature of the main products of the Ag value chain.
STEP 3

Define the various functions that occur in the value chain, such as input
supply, production, assembly, processing, wholesale, export, retail, etc.

Separate the functions graphically into segments, e.g. starting with input
supply on the left and moving to retail on the right.

STEP 4
Specify types of actors and allocate them to the different functions.

Use types of actors and not individual firms. Some actors can carry out more
than one function.
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STEP 5

Put arrows representing the flow of products from one actor to the next and
include information on the type of contractual arrangements.

STEP 6
Specify end-markets and relocate actors and arrows accordingly.

Define market channels such that end-markets are at the right end of the
map.

STEP 7

Include generic categories of support services, e.g. financial services,
transport, packaging, etc.

Arrows can show which actors benefit from these services. Information can
also be included on who the main providers of these services are

STEP 8

Add data overlays when information is available, relevant and helpful for the
chain analysis.

Overlays can be represented e.g.

N = Number of farmers,

V = Volume of product,

E = No. of people employed/engaged
STEP 9

Indicate where in the chain poor or marginalized people are concentrated
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STEP 10

Write a narrative explanation of the conditions in the chain in order to refer
to important aspects not covered in the map

Farm To Fork: Examples
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Linking Farmers to Market

Value Addition
Contract Farming
Promotion of Farmer Groups/ Organization
Krushak Bazars
Quality Certification (e.g. Organics/ Natural)
Brand Promotion
Market-led Production
Marketing Information Support

Farmer Producer Organization

A Producer Organisation (PO) is a legal entity formed by primary producers,
viz. farmers, milk producers, fishermen, weavers, rural artisans, craftsmen. A
PO can be a producer company, a cooperative society or any other legal form
which provides for sharing of profits/benefits among the members.

Farmers Producer Organisation (FPO) is one type of PO where the members
are farmers.

Need for FPO

Small producers do not have the volume individually (both inputs and
produce) to get the benefit of economies of scale.

Agricultural marketing follows a long chain of intermediaries who very often
work non-transparently leading to the situation where the producer receives
only a small part of the value that the ultimate consumer pays.
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Through aggregation, the primary producers can avail for better bargaining
power both for produce and inputs buying.

Essentials of FPO
Formed by a group of producers for either farm or non-farm activities
A registered body and a legal entity
Producers are shareholders in the organization
Deals with business activities related to the primary produce/product.
Works for the benefit of the member producers.
A part of the profit is shared amongst the producers.
Rest of the surplus added to its owned funds for business expansion.
Market Linkage by FPOs
Input aggregation
Agri-Services
Financial Services
Capacity building
Quality production
Networking
Output marketing
Value Addition

Contract Farming
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Brand Promotion
Retailing

Benefits
Raising volume of production
Adding value to the produce
Improving quality of production
Differentiation of products
Diversification into high value products
Input & output market linkage
Improved trading arrangements
Lowering cost of production
Lowering transaction costs
Lowering market risks
Higher economies of scale
Higher economies of scope
Increased bargaining capacity

Conclusion

Telling them what to do provokes Reaction
Showing them triggers the Imagination

Involving them gives the Understanding
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Empowering them leads to Commitment and Action

Chamala 1990

Traditional Agri- Marketing System

Glimpses of the Training Programme
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