Dr. Lea Borkenhagen, Oxfam UK

Title: Sharing risk and value across the value chain: is it possible to benefit both small farmer and big business?

Borkenhagen’s answer to the title-question is:

· yes it is possible and necessary to think and act in terms of partnership

· there is a need for now in the face of climate change, the funds for carbon sequestration, the growth of competition and local food insecurity, the growth of population, the growth of demand (e.g. for clean water), and the shift of production areas and consumption patterns, the 30% waste in food production and consumption, and because we face that choice

· we must think, learn, decide & act differently, we have to change how to work, namely:

· as long-term optimisers and innovators

· in partnerships of farmers and market linkages or chain-wide collaboration between purchasing, R&D, brand marketing, and suppliers

· by changing the operations and culture in businesses by changing commercial drivers and incentives in teams by fair and transparant governance. Fair means with equitable sharing of costs and risks and equitable access to services.

Oxfam works with many partners in over 80 countries and engages on range of different strategies from their original relationship through campaigns focusing on advocacy to very engaged partnerships concentrating on creating new business and development models together with small farmers and big business. An example of such mutually benefiting partnership is with Unilever in Indonesia (for more info, see report).

From the business case perspective, Borkenhagen defines three values or reasons why to invest in smallholder farming and their related risks when there is no investment and collaboration:

· ethical consumer and customer want to know product’s credentials

· managing reputational risk by increasing credibility to the public

· potential of innovation in marketplace like efficient supply with new knowledge base (pure learning, capacity on the ground), carbon reduction through local sourcing and thus spreading profit margins to shareholders

Currently, the poor pay more for basic necessities like water and the rich pay less. From the development case view, Borkenhagen defines three values why to invest in smallholder farming and reduce the smallholder farmer’s risks or challenges, because investment and collaboration:

· reduces poverty by encouraging own consumption and sales

· captures value and increases productivity by building competence with a spillover growth for other sectors and reducing personal risk of for instance women

· brings wider effects like access to services (e.g. water), improvement of infrastructure, reduction of risk of serious injuries, stabilisation of populations and stabilisation of politics

The alternative scenario to investment in smallholder farmers would be ‘land acquisition’ when land is cleared by masses of people migrating to cities who are unable to pay the higher food prices or due to a growing population cannot keep up with the increased demand. This causes political instability.

But what if there is no return, who bears the risk? The individual smallholder or the household? How much does it cost to be poor? This issue is a small farmer’s key challenge, risk and reality. Compared to big businesses, risks are shared and spread in order to deliver a return to shareholders. How can we really make a difference in our thinking and acting in order to create an equitable sharing of costs and risks? How can we think in terms of partnership when the risks are so skewed?

With a tool for impact assessment value generation who bears the risks (that they are so skewed) and how costs are spread could be made transparent. It could also address the imbalance of power and show where one would like to get to and how. In the beginning, the different chain wide market linkages need to sit down and make their different stakes and agendas transparent. Governments play a critical role in the beginning to assure long-term optimisation and commitment.
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