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The GIZ partnership farming approach:
A future for smallholder farming?

Smallholders need support to develop their farms in an increasingly competitive
market environment. Germany’s GIZ has developed a partnership approach
enhancing interaction between farmers and receiving hands and providing benefits
for smallholders such as better incomes through better farm practice/management
and opportunities for farmers to become self-sufficient decision-makers.

With the emerging agricultural mar-
ket opportunities (increasing prices and
demand for sustainability) in developing
countries, there is the unique chance,
but also the need, to support small-
holder agriculture and rural areas as a
whole to benefit from this market devel-
opment. At the same time, it is essential
to modernise and optimise smallholder
farming systems and to produce more
from less, while doing so in an envi-
ronmentally sustainable, efficient and
socially just manner. Acting as a man-
ager, the farmer plays the decisive role
in this system. Commercial farming has
been promoted by various actors as a
key means to improve the livelihoods of
smallholders around the globe. Agricul-
tural projects attempt to build capacity
by providing or enabling solutions to
the target context where, in most cases,
smallholders are subject to inferior con-
ditions regarding intrinsic and extrinsic
factors in optimising their farming.
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Fully market-oriented and demand-
driven project designs use the classic
value chains approach as analytic tools,
but turn the perspective forimplemen-
tation around: from consumers, indus-
try and traders to farmers. So the value
chain starts on the market side and ends
with the farmers and the input suppliers.

The GIZ partnership farming
approach provides a holistic and long-
term sustainable solution, through
investment in farm system manage-
ment, capacity building, production
modernisation and strengthened link-
ages between buyers, traders and
farmers.

m Smallholders and agribusiness

The partnership farming approach
has been developed by combining les-
sons learned from the long-term expe-

rience that GIZ (Deutsche Gesellschaft
fir Internationale Zusammenarbeit)
has gained in optimising agricultural
supply chains, market-oriented small-
holder development programmes and
private sector cooperation projects.
Partnership farming is based on the
awareness that the paradigm change
towards a closer interaction between
agribusiness and smallholders to cre-
ate large impacts is about to expand
from upscale niche products into com-
modity markets through high quality
standards and shortages of agricultural
raw materials. The approach seeks to
synergise the strengths of smallholder
farmers and national and interna-
tional agricultural processing compa-
nies (agribusiness).

Doing so solves the weaknesses of
both parties. The typical constraints

Farmer training in the field.




that smallholders face in farming are
small plots of land, poor farm manage-
ment and input knowledge, limited,
if any, access to financial means, and
use of improper quality or insufficient
farminputs, i.e. seed, seedling, animal
breed, feed, fertiliser, etc. Thus the
farm yield of smallholders is rather low
and often produces poor quality. Agri-
business is faced with the problem of
low quantity and quality of smallholder
production and the large transaction
costs when it comes to e.g. the intro-
duction of produce and sustainability
standards.

Processing companies normally
hold superior attributes compared to
the smallholder and know the mar-
ket demands. Cooperation between
the smallholders and processing and
trading companies by sharing mutual
interests and benefits like higher quan-
tities, qualities and prices can lead to a
win-win situation for both parties and
for the national economy as a whole.
The partnership farming approach
promotes a sustainable agriculture and
contributes to improving farmers’ agri-
cultural know-how, which is necessary
to access high-quality domestic and
international markets.

m Key factors and activities
for a successful partnership
farming project

If a partnership farming project is to
be successful, the requirements listed in
the following have to be met.

m A macro-economic framework for
strong agricultural-based poverty
reduction and rural development.

m A combination of smallholder pro-
duction in the field with large-scale
activities in processing (economies
of scale, which isimportant for com-
modity markets).

m Theestablishment of long-terminter-
dependence and trustful business
partnerships where mutual interest,
benefits, and information are shared
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GIZ partnership farming project in Thailand

Eighty per cent of the oil palms in Thailand are cultivated on smallholdings. The GIZ
Sustainable Palm Oil for Bioenergy project in Thailand cooperates with four oil mills
and 1,000 smallholders. The focus is on production management, sustainable grow-
ing methods and improving yield. The smallholders also benefit from improved health
and occupational safety. The methane produced as a by-product of oil extraction is
used as fuel and helps reduce greenhouse gas emissions elsewhere. The oil mills have
excellent greenhouse gas balances and now meet international guidelines on green-
house gas reduction. The first sustainability certificates for palm oil from Thailand are

already available.

An impact study conducted by Prince of Songkla University/Thailand clearly stated
that the project was creating many benefits for those involved in the project along
with its spillover. The smallholders participating in the project were very positive
about the knowledge they had gained from the project. Yield increased by 2.5 tons

of fresh fruit bunches
per hectare on average.
Both oil extraction rate
and the relationship to
the partner mills have
improved.

For more information
on the project and the
study, see:
www.rural21.com

A farmer presenting his
membership card to
retain full benefit from
the palm oil mill.
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(not necessarily on a contractual
basis) rather than spot-market rela-
tions.

m Technical knowledge and technol-
ogy transfer from agribusiness to
smallholder groups.

m Farming as a business, with farmers
as agripreneurs.

m Next to commodity specific training,
basic agricultural education should
be provided.

= Aninclusion of agricultural labour.

m Direct business relations between
farmers and the processing compa-
nies (minimising the involvement of
middlemen).

= An implementation strategy aimed
towards sustainability of farmers,
starting out from mutual benefits:
a) Increase productivity (t/ha) to

ensure total output for companies
and income for farmers.

b) Improve quality (grades) via qual-
ity-based price premium incen-
tives.

¢) Organise joint and quality pro-
curement for agricultural inputs
for the farmers.

d) Internalise sustainability prac-
tices for a sustainable livelihood
and community, i.e. occupa-
tional health and safety, labour
welfare, high conservation val-
ues, etc.

To assure that these characteristics

are met, a number of essential activi-

ties need to be performed:

a) Conduct a professional analysis for
sustainable markets.

b) Define the situation with a par-
ticipatory appraisal and/or sci-
entific baseline study to assess its
essentials and the needs of target
farmers.
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¢) Ensure farmers’ group formation
with a focus on production opti-
misation. Develop farmer-friendly
and practical training and educa-
tion materials for distribution.

d) Set up a system to disseminate
good practice aspectsincorporat-
ing local farm advisers (FA). FAs
should be from the production
region and be familiar with the
farming business (ideally as farm-
ers’ sons and daughters) to secure
a strong day-to-day working rela-
tion.

m Publicfunding should be provided as
seed money for further development,
but with a clear exit strategy for such
funding right from the beginning.

The goal of the partnership farming
conceptis to enable farmers to become
self-sufficient decision-makers, “agri-
preneurs”, which allows for a more flex-
ible production system and highlights
farming as a profession by choice and
not by inheritance. Partnership farm-
ing promotes the capacity of farmers
to adopt modern agricultural practices
and enhance the international com-
petitiveness of smallholder agricultural
production.

m The difference: farmers and
agricultural labourers as
long-term partners

The major difference and the
improvement that the partnership
farming approach offers in contrast to
the usual contract farming arrangement
is that the buyer is willing to contribute
to a broader agricultural education for
farmers. The farmers are seen as strate-
gic partners for the agribusiness, and
therefore the companies should also
invest in the development of their part-
ner farmers.

The processing partners in the Part-
nership Farming system combine their
practical production farm advisors with
the co-ordination and organisation of
public extension and training systems to
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Regional seminar on partnership farming in Asia

In 2011 and 2012, GIZ Thailand held two seminars on “The future of smallholder
farming in agribusiness” in Krabi. The seminars were carried out and attended by rep-
resentatives from various institutions, such as international donors (e.g. International
Finance Corporation — IFC, UN Food and Agriculture Organization — FAO, European
Union — EU), implementers (e.g. SNV, Solidaridad, WWEF) and the private sector (e.g.

Sime Darby, PTT), etc. with the aim to create:

1.an understanding of the challenges that current global trends pose to smallholders,

and how best to counteract them;

2.knowledge of how to successfully facilitate smallholder farmers becoming agricul-

tural entrepreneurs;

3. enhanced capacities in agribusiness project analysis, planning, management and

monitoring;

4.the ability to apply the concept of partnership farming in practice.

The participants have clearly seen that the partnership farming approach could have

very positive impacts for smallholders thanks to:

m better farm practice, farm records, cost reduction on fertiliser due to appropriate
use and group purchase via the agribusiness,

= income increased
via higher produc-
tivity and improved
quality, and

= an interactive
platform between
smallholders and
trading partners,
and learning and
exchange among
the groups.

A farm advisor of the
project with his fresh
fruit bunch.

provide the farmers with holistic agricul-
tural knowledge which can be applied
to a variety of commodities and pro-
duction systems. To sustain knowledge
sharing amongst the partnersin the pro-
duction system, an exchange platform
needs to be facilitated to ensure a learn-
ing community between buyer/proces-
sor, farmer and agricultural labourer for
improved agricultural production.

Partnership farming emphasises the
value and importance of relationships
between several levels in the produc-
tion system, including farmers, labour-
ers, processors, buyers and the environ-
ment. The collaboration between the
differentactorsin the production system

strengthens the agricultural labourers
and improves their knowledge base
and income situation. Often, the needs
of agricultural labour are not met or not
even targeted by extension services. But
in many farming systems, the agricultural
labourers are a key factor to implement
change in production in terms of pro-
ductivity, quality and natural resource
management. This is why the partner-
ship farming approach incorporates
agricultural labourers in the training and
education activities. Trustful and respect-
ful working relationships between all the
actors in the partnership farming system
and a sustainable use of natural resources
guarantee a sustainable welfare base for
both present and future generations.
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