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Producers and SMEs Face Difficult Hurdles 

Developing country producers and SMEs face a number of hurdles to participate effectively 
in higher-value trade. An IFPRI article (Hazell, 2004) refers to the often-stated need for 
better infrastructure, linking to markets, and credit (among others) and notes that 
nonetheless, these still do not sufficiently address the problems of compliance with an 
increasingly complex standards environment. 

Project effectiveness reviews for the countries of the Africa, Caribbean, and Pacific 
signatories of the Lomé Convention, looking at Quality & Conformity in the Fruit & 
Vegetables Subsectors, note that private standards present formidable technical barriers 
that have a negative effect on smallholders. Exporters select only the best-performing 
smallholders to be organized into groups, and these are expected to manage food safety 
and traceability systems. In addition to the high cost of certification, there is evidence that 
weaker farmers are often excluded. For example, one of Zambia’s largest horticulture 
exporters limits itself to source only one product from smallholder producers.6 The exporter 
fears that if the smallholder cooperative cannot meet the required standards, it may risk 
losing its Global-GAP certification.  

Institutional structures are necessary to achieve a form of vertical coordination that can 
overcome transactions costs and standards barriers that smallholders face. In the 
Philippines, as in other countries, the growing popularity of contract hog farming allows feed 
millers to use smallholders’ labor and land, and to fatten hogs at low cost. Such small-scale 
livestock operations have thrived in many regional markets. As that changes, and large-
scale industrial operations become ever more dominant, small enterprises without the 
support of institutional structures and organizations are less likely to survive. 

The Growth of New Distribution Channels 

Recent studies point to the shift in marketing channels available to producers and the rapid 
rise of supermarkets in developing countries (Reardon, 2005; Bingen and Busch, 2005; 
Fulponi, 2005; Reardon et al., 2003; Moustier et al., 2005). The 1990s saw the emergence of 
supermarkets as a major form of retailing in many developing countries (see Box 1), 
becoming dominant players in many Latin American countries with the trend moving rapidly 
in East and Southeast Asia and more slowly in South Asia (see Figure 2).  This development 
is substantially transforming the nature and the composition of domestic agrifood commerce 
as well as regional and overseas trade. 

Box 1: Supermarkets Emerge in US and Explode in Latin America and Asia
Developments around the supermarket concept are representative of trends experienced in other multi-store 
retail formats. The supermarket—self-serve, larger scale retailer often with more than one check-out counter—
emerged in the US about 75 years ago.  
 
Between 1925 and 1955 supermarkets captured more than half of US grocery sales. By the 1980s they had 
become the dominant food distribution channel in the US. Today Germany, the UK, and France show 
supermarket shares of food retail at 70-80%. This business model, now refined, has emerged much more 
quickly than that of either the EU or the US, with strong implications for domestic and regional food suppliers. 
 

                                                 
6 The exporter only contracts for baby corn, a product that is less likely to result in pesticide residues. 




