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Potential development impact of organic & fairtrade

Reduction of 
input costs

FT minimum price, 
organic premium

Stabilized
yields

Net income =  ( Harvest ¶ Price ) – Production costs

Simplified income model:

+ less financial and production risk, less indebtedness
+ diversification of crops and income, more food security
+ environmental benefits (soil, water, biodiversity)
+ health benefits (no pesticides, better food)

Increased
income
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„Good Organic Agriculture Practice“
• „Organic by design“ instead of 

„organic by default“ (active soil
fertility and nutrient management)

• Farming system approach instead of 
focus on a single (cash) crop

• Diversified production (crop rotation, 
intercropping, integration of animal
husbandry)

• Sustainable farming! (concerning
yields, soil fertility, water use…)

è See manuals at the IFOAM Training 
Platform www.ifoam.org

http://www.ifoam.org
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„You can‘t push a chain…“

Which products are in demand? 
(where? when? prices? trends?)

What can we produce?
(farming systems, technology)

Can we meet the requirements? 
(quality, volume, timing, packaging) 

Which products are profitable?
(production costs, margins)

Can we compete with others?
(price, quality, added value)

Potential
products

è Start from the market!
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Local vs. regional vs. global markets

Local rural 
markets

Regional
urban
markets

Global markets

Increasing logistics, quality requirements, premium, competition

Mainly staple foods, 
with little or no 
organic premium

Mainly fresh produce for 
urban centres; possibly with
some organic premium

Mainly export of 
commodities, with
formal certification, 
organic and/or 
fairtrade premium
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Provision 
of inputs Production

Bulking
Cleaning
Grading

Trade RetailProcessing
Packaging

Organic and fairtrade value chains

Services (financial, certification, advice etc.)

Business environment
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Cotton farmers

Boutiques

Traders

Consumers
local / abroad

Certification
agencies

Research 
Institutes

Financial 
service

providers

Development 
NGOs

Rotation crops

Supporters

Example: Organic cotton value chain map in West-Africa

Retailers

Input suppliers

Producer
Cooperative

Industrial textiles Handmade textiles

Brands

Traders Textile processor

Retailers
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Government 
agencies

Cotton trader

Ginning Factory

Consumers abroadConsumers
local / abroad

Donors / 
Investors

Prod.

Workshops
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Producer organisation versus company set-up

Producer organisation
+ owned by farmers!
+ avoiding „middle men“!
+ coherence, loyalty!
- im-balanced focus on

farmers‘ interest?
- management skills? 
- „slow and heavy“?

Contract farming
- do farmers really benefit?
- high transaction costs?
- adherence of farmers?
+ business orientationà

competitiveness!
+ professional management!
+ „quick and flexible“!

è Play a role that matches with your capacities!
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Specialisation or diversification?

Specialisation

• sufficient know-how of 
production methods, 
processing technology, 
markets

• professional manage-
ment of business
relations

• making use of econo-
mies of scale

Diversification
• reducing risks

(production risk, price
risk)

• opening up new
development oppor-
tunities

• making use of syner-
gies (farming system, 
infrastructure, certifi-
cates, management
systems etc.)
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Managing an organic / fairtrade business
• Organizing the farmers
• Establishing extension and 

internal control systems
• Achieving and maintaining

certification
• Organizing processing, logistics

and marketing
• Developing a viable business

strategy and plan
• Sound financial planning and 

management
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Facilitating value chain development
• Provide information, enable communication, 

address obstacles, facilitate contacts
• Do not take up or subsidize core functions of the

value chain
• Take care to stimulate entrepreneurial thinking

rather than hindering it
• Work towards a conducive business and policy

environment
• Develop a clear exit strategy that ensures

institutional and economic sustainability
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Support based on a business plan logic

Revenues of the operation
(from product sales)

$

TimeBreak even point

Operational costs of cooperative
or trader (incl. extension and  
certification)

Project facilitation costs
(development NGO)

funding

Project end
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Organic farms Conventional farms

Conventional farmsConventional farms
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changes after
conversion

general
development

Assessing the impact of organic farming

Baseline study
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Organic cotton farms compared
to conventional farms:
• 20-40% lower yields, but

50-60% higher price
• 90% lower input costs, 

30% more profit
• Less need to take loans
• Better health due to the

absence of pesticides
• Improved nutritional

situation
• Improved soil fertility due

to compost application

Example: Impact assessment in Burkina Faso
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Common challenges

Production Management
• Improving production systems and 

yields
• Diversification of production and 

value addition
• Building efficient internal control

and quality management systems

Business management
• Developing realistic business plans
• Organizing access to finance (cash 

flow, investments) 
• Building management skills of 

producer organisations
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Common challenges (cont.)
Markets and marketing
• Developing a competitive advantage
• Developing marketing skills at local

level
• Building long-term trade partnerships
• Dealing with market fluctuations

Facilitation
• Develop value chains without

subsidizing core functions
• Finding suitable partners who can be

chain leaders
• Scaling up to break even and to have

an impact


