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Abstract 

Inclusive businesses are complex partnerships between commercial entities and smallholders/low-

income communities, to include the latter in commercial agricultural value chains. IBs offer income 

opportunities for both partners, but are also regarded as empowering the smallholders/communities. 

To date, IB inclusiveness has been assessed mainly through basic quantitative measurements. 

However, these measures neglect the complexities of the overall value creation process, and of the 

inclusion of the beneficiaries within this process. This paper aims at providing a more holistic 

methodology by assessing the level of inclusiveness based on four dimensions: ownership, voice, risk 

and reward. Case studies in South Africa show that inclusion of low-income communities lags behind 

the intended level. Lack of financial resources and skills, reinforced by power imbalance, result in 

smallholder ownership being limited to land, the community’s voice being compromised, risk being 

transferred to the smallholder communities and rewards being disappointing for the beneficiaries. 
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Introduction 

Ways to facilitate smallholder inclusion in commercial value chains have been discussed, conceptualised and 

developed in various ways over the last decades (Gradl et al., 2012; Arias et al., 2013). One way of fostering 

smallholder inclusion is through partnerships between commercial entities and smallholders/low-income 

communities. Evolving from more basic outgrower schemes (Bijman, 2008), recent developments have led to 

complex business partnerships that combine multiple standard instruments (collective organisation, equity, 

lease/management contracts, mentorship, and supply contracts) into unique business structures (Chamberlain 

& Anseeuw, 2017a). These complex inclusive businesses (IBs) are hailed to overcome some of the limitations 
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of the more basic instruments, while increasingly providing smallholders and low-income communities with 

access to commercial value chains.  

To determine the impact of IBs, existing measurements, such as the Impact Reporting and Investment 

Standards (IRIS) and the BCtA Results Reporting Framework (BCtA, no date), predominantly focus on 

business-related parameters. Particularly concerning agricultural IBs, indicators generally encompass the 

number of smallholders reached, training provided, and agricultural revenue generated. These indicators are 

subsequently viewed as comprising an indicator for the developmental impact of the IB (Wach, 2012). Such 

methodologies neglect the complexities of beneficiary inclusion in the overall value creation process within 

the IB (Vermeulen & Cotula, 2010).  Methods of beneficiary empowerment and value-sharing are mostly 

ignored. 

The objective of this methodological paper is to provide deeper insight into, and understanding of, the 

“inclusive” side of inclusive businesses. Inclusion here refers to the level of participation of the low-income 

beneficiaries in the value creation process within the IB. The paper aims to offer a methodology to answer the 

question posed by Wach (2012, p. 3): “when is business ‘inclusive’ and when is it simply business?”. This 

requires a methodological approach to assess the organisational set-up of an IB for the holistic assessment of 

beneficiary inclusion throughout the value creation process within the IB. Four dimensions of inclusiveness 

are central to the proposed assessment: ownership, voice, risk and rewards (Vermeulen & Cotula, 2010). The 

methodology thus measures inclusiveness of the architectural structure by appraising how the 

smallholders/low-income communities share in the financing and decision-making of the IB, looking beyond 

how they share in the benefits created by the IB. For each of these dimensions, a distinction is made between 

institutional inclusiveness and the inclusiveness that is achieved in the actual implementation of the IB. This 

distinction is critical, as the achieved inclusiveness in practice often lags behind the plans (Chamberlain & 

Anseeuw, 2017a). This methodology is then applied to 14 IBs in South Africa. The empirical results illustrate 

if and how beneficiary inclusion is achieved. 

The next section details the methodology, outlines the scoring mechanism, and describes the case studies. 

Section 3 presents the results for each of the four dimensions. These findings are discussed in Section 4, 

contextualising the results in the wider debate on the role IBs can play in development. Before concluding, the 

paper presents recommendations aimed at increasing the level of inclusiveness of IBs. 

Methodology 

To determine the level of inclusiveness of a particular IB structure, four dimensions have been selected to 

indicate how value creation within the IB is shared between the smallholders/low-income communities and 

the commercial agribusiness: ownership, voice, risk and rewards (Vermeulen & Cotula, 2010). Each of these 
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dimensions can contribute to overall economic growth, while reducing inequality. Whereas these dimensions 

are related, they do not necessarily correlate. 

To gain further insight into the specifics of these broad dimensions, each dimension is divided into three 

categories, resulting in 12 categories, overall. The score per category ranges from one (low inclusiveness) to 

five (high inclusiveness), providing a score for each of the four dimensions varying between three and 15 

(Table 1). The scoring of each of the 12 categories is done on two levels: institutional set-up and 

implementation. The institutional set-up score indicates the envisaged level of inclusiveness that can be 

achieved by the particular IB structure. However, the actual application often lags behind, resulting in a 

different level of inclusiveness in practice (Chamberlain & Anseeuw, 2017a; Lahiff et al., 2012). Thus, the 

second score relates to the effective implementation of the IB. 

The 14 IBs to which this methodology is applied are situated across South Africa and represent a diverse range 

of sub-sectors (Table 2). Using a snowball sampling method, the IBs retained for this study have been selected 

for their unique set-up, implementing complex combinations of standard instruments: collective organisation, 

equity, lease/management contracts, mentorship, and supply contracts. These instruments each affect the way 

in which beneficiaries are integrated in the value-creation process, and have a significant impact on the level 

of inclusiveness. The studied IBs have been in operation for a number of years, presenting a minimum level 

of sustainability. This results in better insights into the potential and actual levels of inclusiveness in each of 

these different structures.  

Data collection took place between October 2013 and March 2015. To determine the details of the IB structure, 

semi-structured interviews were conducted with all stakeholders: commercial partner, smallholder 

representatives, financers, government officials, and other actors, where applicable. Further information was 

obtained through interviews with randomly selected beneficiaries, which highlighted how these beneficiaries 

understood and experienced their inclusion. This aspect was important to measure the inclusion of the IB 

structure in its implementation. These interviews, combined with printed material, made an in-depth case 

analysis possible. For a detailed description of each of the case studies, see Chamberlain and Anseeuw (2017a). 

A few notes need to be made regarding the scoring mechanism. Firstly, the presented assessment relates to the 

set-up and implementation of an IB as overall business operation. It does not assess absolute numbers, such as 

the amount of rent received, the value of assets owned, or the number of beneficiaries trained. Whereas this 

allows for comparing IBs of different sizes, it might exaggerate the extent of inclusion; stakeholders implement 

a minimum of value-sharing, but generate a high score. Related to this point is the fact that the methodology 

is not an impact assessment or evaluation; it does not compare a before and after situation, nor does it analyse 

the performance of the IB or look at either positive or negative effects of the IB. Thirdly, this assessment 

largely relates to the overall degree of equality within the IB partnership; it does not evaluate the impact on 

the individual beneficiaries. This is relevant to those IBs that incorporate a collective organisation, the majority 
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 Table 1: Scoring mechanism per category 

Score (high = most inclusive) 

Categories 5 4 3 2 1 

O
w

n
er

sh
ip

 

Land + fixed 

assets 

Individual land and 

collectively-owned assets 

Individual land, no 

collectively owned assets 

Collectively owned land and 

assets 

Land and assets shared 

between collective and 

commercial partner 

Commercial 

partner OR Rent 

Moveable assets Individual beneficiary all 

assets 

Some individually 

owned, some collectively 

owned 

Collective OR Some 

individual, some other 

Shared between collective 

and commercial partner 

Commercial 

partner 

Produce Individual all Some individual, some 

off-taker 

Collective Shared between collective 

and commercial partner 

Commercial 

partner/off-taker 

V
o

ic
e
 

Pre-

implementation 

Impact on governance structure, partner, and opt-in/out decision 1 point each; 2 points if voice belongs to individual, 1 for collective 

engagement in negotiations, with individual feedback loop. 

Day-to-day and 

IB operation 

Part individual + 

commercial partner, part 

independent individual with 

additional involvement in 

collective 

Part individual + 

commercial partner, part 

independent individual 

Individual + commercial 

partner OR Collective 

Collective + commercial 

partner 

Commercial 

partner 

Medium to long-

term 

Impact on strategy, structure 2 points each for individual voice, 1 point for collective voice; opt-in/out option for individual beneficiary, 1 

point 

R
is

k
 

Financial Individual funds (incl. loan 

financing) 

Individual funds plus 

grant/ commercial 

partner support 

Collective funds (incl. loan 

financing)  

Collective funds plus grant/ 

commercial partner support 

No financial 

commitment for 

beneficiaries 

Operational All for individual Individual shared with 

beneficiary collective 

Individual shared with 

collective and commercial 

partner OR all for collective 

Shared between collective 

and commercial partner 

No operational risk 

for beneficiaries 

Community 1 point each for membership, individual behaviour, collective leadership challenges and external frictions No community / 

collective risks 

R
ew

a
rd

 

Market access Input, output and credit: 1 point each if collectively, 2 points each for individual access. Maximum score of 5 points. Total 1 point if market 

access is as IB. 

Financial Rent, produce and dividends/assets: 2 points each for individual income, 1 point each for collective income; 1 point for income for IB as 

whole. 

Employment & 

skills 

Jobs exclusively for beneficiaries: 2 points; shared with wider community: 1 point; operational training: 1 point; external training: 1 point; 

bursaries: 1 point. Experience through IB participation default 1 point. 

Source: Authors 
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Table 2: Case study description 

Case study Characteristics Description 

Mphiwe 

Siyalima 

Beneficiaries: 1 

Area: 672 ha 

Individual farmer on leased government land with multiple partnerships driven by mentor, allowing for diversification of crops and marketing 

channels. Centred on supply contract for fresh vegetables. 

WUFA Beneficiaries: 74 

Area: ± 200 ha 

Collective organisation of individual farmers with collectively owned anchor farm. Non-binding supply contract for citrus with off-taker, in 

exchange for equity in processor. Smallholders produce on contract through the collective, and other crops, as individuals, for other channels. 

TechnoServe-

Nwanedi 

Beneficiaries: 57 

Area: ± 200 ha 

Individual farmers supported by mentor who arranges supply contract for butternut and external financing by separate stakeholders. Technical 

support only for production of other vegetables. 

TechnoServe-

Massmart 

Beneficiaries: 87 

Area: ±185 ha 

Loose collective of smallholders mentored by NGO in production of vegetables on supply contract. Off-taker is financial sponsor. Smallholder 

collective, NGO, and off-taker share equity in new pack house. 

Blue Mountain 

Berries (BMB) 

Beneficiaries: 70 

Area: 257 ha 

Farm workers of newly established blueberry farm organised in collective with equity in farm, shared with commercial farmer and DFI who 

warehouses loan financing of employees. Part funded by government grant. Farmer with equity working on management contract. 

Katmakoep 

Boerdery 

Beneficiaries: 5 

Area: 103 ha 

Selected employees of farm management company are individual shareholders of investment company (collective) with equity in new raisin farm 

shared with employer. Employee ownership funded by commercial off-taker, in exchange for supply contract. 

Bosman 

Vineyards 

Beneficiaries: 260 

Area: 430 ha 

Workers of long-established wine and vine farm, organised in collective, initially obtained full ownership in two of seven farms. In the second phase, 

all farms were brought under one company with shared equity between the commercial farm owner and the workers. 

Tongaat Hulett 

Sugar (THS)- 

Vuselela 

Beneficiaries: 2,555 

Area: 3,700 ha 

Small landholders lease land to cooperative with supply contract with sugar off-taker. Cooperative owns cane roots, funded by government grant. 

Operational management by off-taker. 

Tongaat Hulett 

Sugar (THS) - 

Simamisa 

Beneficiaries: 6,600 

Area: ±6,700 ha 

Small landholders give power of attorney to a cooperative that leases their land to sugar producer who owns cane roots. Operational management by 

external management company. 

Mondi Paper Beneficiaries: 1,660 

Area: 4,000 ha 

Existing forestry plantation sold by paper producer to land claimant collective and leased back with trees still owned by paper producer. Claimant 

community business contracted for plantation work, mentored by commercial paper producer. 

New Dawn Beneficiaries: 1,615 

Area: 1,050 ha 

Tropical fruit farming on land leased from land claimant community by joint venture with shared equity of commercial operator and land claimant 

collective. Operational control through management contract and marketing activities owned by commercial equity partner. 

Richmond Beneficiaries: 1,615 

Area: 2,434 ha 

Land claimant collective leases land to commercial operator for tropical fruit production. Lease based on fixed amount and profit share. 

Seven Stars 

Trust (SST) 

Beneficiaries: 36 

Area: 731 ha 

Individual landowners organised in two-tier cooperative structure contribute land to sharemilk agreement governed by Trust. Cattle and moveable 

assets contributed by commercial partner, fixed assets funded from government grant. Management contract with commercial partner. Profits 

shared between landowners and commercial partner, instead of lease rental. Trust has equity in downstream dairy processor. 

Gxulu Berries Beneficiaries: 217 

Area: 9 ha 

Community-owned blueberry farm with minority equity for DFI funder. Land leased from community cooperative. Informal supply contract with 

commercial farm for produce off-take and mentorship. 

Source: Chamberlain & Anseeuw, 2018
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of the cases. Whereas the IB, as a partnership, might have a relatively high inclusiveness, this does not 

necessarily trickle down to the individual members, as became clear from interviews with the individual 

beneficiaries in a number of IBs. This lack of individual impact is observed particularly where large collectives 

are involved (Chamberlain & Anseeuw, 2017b). Furthermore, existing inequalities within a collective are 

likely to have an effect on the level of impact at an individual level (Sabates-Wheeler, 2008). Thus, whereas 

certain smallholders might be impacted upon positively, others could consider the impact of IBs as negative. 

Lastly, spin-off effects of the IB through community linkages are not included, as these do not pertain to the 

internal structure of the IB. The methodology presented here aims to provide insight into the value-sharing 

potential of the structure of IBs as a combination of standard instruments; it is not an overall or individual 

impact assessment. 

Results 

The methodology outlined in the previous section is applied to 14 case studies, for which the four inclusiveness 

dimensions are presented here in individual sub-sections. These results are linked to the standard instruments 

that constitute an IB, namely: collective organisation, equity, lease/management contracts, mentorship and 

supply contracts. 

Ownership 

On paper, ownership levels are high where individual smallholders actively farm with a certain level of 

independence (first quadrant in Error! Reference source not found.). These cases include a mentorship, 

which by definition leaves full ownership with the mentee (Terblanché, 2011). A combination of a mentorship 

with a supply contract affects the inclusiveness negatively since the smallholder loses ownership over (part of) 

his or her crop. Subsequent equity in the off-taker partly compensates this loss. Intermediate levels of 

inclusiveness occur where collective organisations are part of the institutional structure. In our study, all these 

organisations own the land on which the IBs operate. Either individual landowners have chosen to temporarily 

transfer their land to the collective, or the collective itself holds the land title. But, whereas the land is owned 

by the (collective of) smallholders, the moveable assets and produce are at best shared with the commercial 

partner. Inclusiveness from an ownership perspective is particularly low where land is leased out to a 

commercial partner. These landowners do not participate in the farming activities. Although this relieves them 

of any responsibility (financially or operationally), their inclusion is severely limited. In effect, instruments 

with higher levels of inclusiveness do not compensate for the dominant lease instrument. 
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Figure 1: Inclusiveness score for ownership dimension per case 

In the actual IB implementation, the ownership levels are lower than those on paper, especially where 

smallholders operate independently (Error! Reference source not found.). Often, these individuals lack the 

financial means to establish their own farms and depend on short-term land leases from the government. The 

South African government places stringent conditions on these leases, requesting the lessee to share 

responsibility of the farming activities with a mentor or strategic partner. Due to these land ownership 

limitations, fixed asset ownership is only achieved collectively, by those smallholders who are organised in a 

collective. Better results can be achieved when moveable assets are considered, but once again, limited 

financial means prohibit individual smallholders, as well as beneficiary collectives, from accumulating 

productive assets.  In contrast, produce ownership for individual smallholders, although still very low, is higher 

than envisaged where beneficiaries are able to produce both independently and under contract for a commercial 

off-taker, a point strongly illustrated by Mphiwe Siyalima.  

Voice 

In line with the ownership dimension, individually operating smallholders are, on paper, able to obtain the 

highest participation in decisions pertaining to ‘their’ land (Error! Reference source not found.). Asset 

ownership gives them the right to participate in decisions affecting these assets (Baumann, 2000; de Koning 

& de Steenhuijsen Piters, 2009). Some inclusive instruments can assist in obtaining a higher level of decision-

making power for smallholder farmers, while others potentially sideline them from meaningful participation. 

Mentoring NGOs can express the interests of smallholders and open information channels (Cheyns, 2014). 

Collective organisation are seen to increase the overall voice of the beneficiaries, although the individual’s 

voice is compromised (Hall et al., 2004; Baden, 2014). Beneficiaries who belong to such collective 

organisations, mostly on the left-hand side of the spider web in Error! Reference source not found., are in a 

lesser position to individually influence what happens during both the design and implementation of the 

project: individual voices are represented through the (democratic) election of the members’ representatives 
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(e.g. Mondi, Gxulu Berries), or individual members have the option to exit the collective at the end of the IB 

contract (WUFA, THS cases). 

Figure 2: Inclusiveness score for voice dimension per case 

The influence on the farming activities further reduces when the IB incorporates a supply or lease/management 

contract. Whereas a supply contract transfers decision-making power partially to the off-taker, lease 

arrangements in this study place all the decision-making power with the commercial lessor. However, the 

limited period of these contracts does give the beneficiary (collective) the option to alter the IB’s construction 

in the long term. Beneficiaries who have temporarily transferred their individual land to a collective 

organisation (i.e. THS) can equally opt out of the collective at the end of the agreement, and thus retain the 

power as to the long-term decisions for activities on their land.  

In practice, many cases demonstrate that less decision-making power is transferred to the farmers than was 

expected. Several reasons can be identified. Firstly, the inherent, significant power discrepancies between the 

often small-scale farmers and the generally large-scale off-takers or business partners, lead to farmers’ voice, 

although improved, remaining inferior. This entrenched power disparity is particularly the case in South 

Africa, historically characterised by biased (racial) relationships (Cochet et al., 2015). But whereas several 

individual beneficiaries, particularly in the Mondi case, remark that they accept, and appreciate, operational 

control by the commercial partner over the IB, they are frustrated by their lack of voice in the collective 

organisation and their ability to influence the decisions made by their representatives. Secondly, the lack of 

financial capacity often does not allow for greater voice, as financial dependency renders the beneficiaries 

dependant on the commercial partners in any case. This is particularly an issue for those beneficiaries with 

land access through a short-term lease who lack opportunities for accumulation and are not in a position to 

make any medium- to long-term plans for ‘their’ farms, as illustrated by Mphiwe Siyalima. Thirdly, the lack 
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of capacity in general, and of capacity transfer in particular, does not allow these voice biases to be overcome. 

Indeed, whereas IBs, in theory, are designed to develop the beneficiaries’ skills, especially in mentorship and 

equity constructions, in practice this is often not a priority for the commercial partner (see also 0). It also 

transpires that beneficiary empowerment often takes longer than planned, certainly in the framework of large 

community set-ups. 

Risk 

The risk aversion attitude of the smallholder farmers (van Averbeke & Mohamed, 2006; Patt et al., 2010)  is 

confirmed by the cases: the average risk score for the institutional set-up is the lowest of the four different 

dimensions (Error! Reference source not found.). Risk aversion is particularly the case where beneficiaries 

enter into lease/management agreements where all activities and decisions, and thus also the risks, are 

transferred to the commercial partner. Individually operating smallholders are the most exposed, especially to 

the operational risks related to the uncertain farming activities. Whereas these risks can be mitigated by a 

supply contract or a mentorship, joining a collective organisation adds alternative risks. 

Figure 3: Inclusiveness score for risk dimension per case 

In practice, however, risk is related to the effective implementation of the IB.  Error! Reference source not 

found. illustrates the point that the average implementation score is higher than the institutional set-up. The 

power and information asymmetry allows the commercial partner to thus transfer risk to the less influential 

smallholders, resulting in the highest score for this dimension, when looking at the implementation. Even in 

set-ups where the commercial partner is fully responsible for the farming operation, it is still able to allocate a 

share of the operational risks to the smallholders, for example through a profit-share clause in a lease 
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agreement. Most beneficiaries can only gain access to an IB through a collective organisation, further 

increasing their actual risk exposure through internal and external tensions, such as the free-rider challenge, 

and the control and influence cost problems (Ortmann & King, 2007; de Koning & de Steenhuijsen Piters, 

2009). 

The wishes of individual members do not align with those of the collective, causing friction that can negatively 

impact on the performance of the IB. In some cases, these frictions extend to the external community in which 

the IB operates, such as observed in the Seven Stars Trust case. Thus, whereas a collective organisation reduces 

individual risk exposure, the added complexity nullifies this benefit and in practice results in a higher overall 

risk to the IB.  

Rewards 

The anticipated rewards, both monetary and non-monetary, for the beneficiaries compromise a main driver for 

the stakeholders supporting IBs. Our study confirms this anticipation, with rewards being the second-highest 

scoring dimension of inclusiveness, both in structure and implementation (Figure 4). In theory, inclusive 

instruments contribute in different ways. Mentorships and equity allow beneficiaries to directly gain access to 

knowledge and information. This transfer of knowledge is envisaged in most of the IBs covered in this study. 

Collective organisations enable their members to reach certain thresholds, either related to off-take volumes, 

by enhancing the ability to negotiate conditions/margins, or by legitimising demands, such as access to public 

services or jobs. Equity, lease agreements and supply contracts each ensure a degree of certainty of rewards in 

the form of an asset base, secure market access or regular rental income, respectively. 

Figure 4: Inclusiveness score for reward dimension per case 
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This study also illustrates the point that IBs can place pressure on potential benefits. This is often related to 

the extent and use of benefits, particularly in the framework of larger collectives, and to the inherent nature of 

the set-up of these IBs where engagement of the smallholders – and with it, the benefits – are limited. 

Two observations were made regarding the application of financial proceeds from the IB, in the form of both 

monetary income and asset growth. Firstly, in collective organisations, monetary rewards can be marginal for 

individual beneficiaries, notwithstanding that the overall rewards for the collective as a whole are considerable, 

such as in the New Dawn and Richmond cases. Thus, whereas the inclusiveness score shows that the IB 

generates collective income, the individual beneficiaries often do not experience any benefits. During 

fieldwork interviews, individual community members of these IBs often expressed frustration with their lack 

of benefits, confirming academic criticism that questions the core essence of such set-ups for beneficiaries 

(Lahiff et al., 2012; Binswanger-Mkhize, 2014). This pressure on potential individual rewards relates to the 

misalignment of priorities of a collective with that of its individual members, or where the collective’s priorities 

differ from those of the (equity) partners. Particularly in cases where the first years of the partnership are 

marked for (re)development of the farm, cash flows are invested in asset growth instead of dividends to 

individual beneficiaries, as observed in most of the studied IBs. Collective rewards without individual 

distribution potentially threaten the developmental objective for and support by the individual community 

members of these IBs. Therefore, the Seven Stars Trust, which engages with individual landowners, has 

prioritised financial rewards to its members, resulting in both an asset growth for the collective (funded by 

government grants) and cash payments for the individuals. Payments to individual members are further delayed 

if their (collective) equity is financed through loans that need to be repaid before dividends can be declared, 

such as with Blue Mountain Berries. In contrast, the THS cases illustrate the fact that individuals can benefit 

directly from financial streams, despite being part of a collective. It needs to be said, though, that it is the 

commercial partner who fully controls these payments, refusing the cooperatives the right to generate assets 

to allow for diversification of income-earning activities or build community infrastructure. Furthermore, 

although direct payment to the individual beneficiary results in a higher inclusivity score, this score does not 

reveal the disappointingly low amounts received by the individual beneficiaries. 

Secondly, the engagement of smallholders and community members in the IB tends to be limited. This is 

attributable to, among other things, a lack of capacity, the initial structure of the IB, and the unequal power 

relations between smallholders and commercial entities. As a result, the social benefits for the smallholders 

are often minimal. For example, despite significant promises, job creation for beneficiaries remains limited 

due to the protection of rights of existing workers (Richmond), a lack of skills to engage in more senior 

positions (Mondi), and an unwillingness among the beneficiaries to engage in low-skill labour activities (Seven 

Stars Trust). Equally, skills development programmes have either been absent or have been disappointing in 

their results (New Dawn). Low commitment not only on the side of the commercial partner to invest in skills 
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development, but also from the beneficiaries selected for training programmes, have led to unsatisfactory 

outcomes. 

Thus, in practice, the rewards for the smallholders and beneficiaries are often less advantageous than were 

expected (Figure 4). It thus happens that beneficiaries observe economic activity on ‘their’ land, but reap little, 

if any, rewards for themselves.  

Discussion 

Assets create dependencies between a smallholder and the agribusiness partner, and as such form the basis of 

an IB and the institutional set-up of that IB (Chamberlain & Anseeuw, 2017b). Johnson et al (2016: 296) 

confirm that “assets can influence the design, implementation, and outcomes of programs by determining who 

participates (and who does not participate) in the programs as well as how and how much they benefit”. 

Furthermore, assets are important, considering the positive relationship between asset ownership and 

development (Carter & Barrett, 2006; Meinzen-Dick et al., 2011). Assets provide people with a means by 

which to earn an income, which allows them to structurally reduce their levels of poverty (Carter & Barrett, 

2006). In particular, a more equal distribution of assets seems to drive development (Birdsall & Londoño, 

1997; Deininger & Olinto, 2000). However, as demonstrated in Section 0, the smallholders reviewed here 

mostly enjoy ownership of land. Full ownership does not go much beyond this, with fixed and mobile assets 

and produce shared with a commercial partner, if it all. The dependency of these commercial partners thus 

does not stretch further than the smallholders’ land. This confirms the lack of resources and skills of the 

smallholders that are needed to independently, as collective or individual, operate their land. There is no 

additional asset base beyond land that allows smallholders to enter onto a path to accumulation, which 

questions the potential for IBs to drive development. Indeed, ownership needs to be combined with effective 

capacitation of the beneficiaries, and the commercial partner needs to take cognisance of the need for short-

term financial rewards for these beneficiaries (Chamberlain & Anseeuw, 2018). 

Whereas ownership implies access to a resource, voice refers to the ability to use and control this resource. 

Power asymmetry allows for the more powerful partner to influence the terms of the contract to its own favour 

(Argyres & Liebeskind, 1999), in effect breaking the relationship between ownership and voice. Smallholder 

farmers and low-income communities are particular groups whose voice is often not heard (Stringer et al., 

2008; James & Sulemana, 2014). Their low socio-economic status (Friedmann, 1992; Béné, 2003) and the 

existing power barriers (Cheyns, 2014; Nelson & Tallontire, 2014) are among the challenges that smallholders 

face when dealing with other stakeholders in the commercial value chain. By definition, commercial 

agribusinesses that enter into an IB have a particular interest in the inclusion of smallholders, albeit their prime 

motivation ranges from mere access to smallholders’ resources, to philanthropic reasons. Thus, an IB in theory 

offers opportunities to empower beneficiaries by allowing them to gain access to the decision-making 

processes. Nevertheless, challenges in practice have been found, specifically regarding compromising the 
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smallholders’ voice to the benefit of more powerful stakeholders either inside a collective of beneficiaries, or 

vis-à-vis the commercial partner (Bernard & Spielman, 2009; Hendrickson et al., 2014). The context where 

collective organisation is imposed on low-income communities that has been observed in many of the IBs does 

not allow for a strong, united voice, with only the relatively small and established cooperative in the SST being 

able to represent their members’ interests. Not only are individual members side-lined, through the inherent 

power imbalance, the commercial partner in an IB can abuse its power to exclude the smallholders’ collective 

from several decision-making processes, as observed in among others the THS cases. Our study shows that 

equal decision-making is rarely obtained, even in cases where ownership should ensure the beneficiaries a 

position to exert an impact on the activities of the IB in general (e.g. Katmakoep Boerdery), and on their assets 

(particularly land) specifically. The motivation and commitment of the commercial partner to beneficiary 

development plays a significant role in the engagement of the beneficiaries in the IB (Chamberlain & Anseeuw, 

2017b). The result is that, despite ownership over resources, the smallholders are denied control over these 

assets (Béné, 2003; Fréguin-Gresh & Anseeuw, 2014). Insufficient beneficiary empowerment places a 

question mark over the long-term ability of the beneficiaries to become independent players with increased 

participation in the agricultural sector, and hence the attainment of true transformation of the primary 

agricultural production structure as envisaged by the South African government (Chamberlain & Anseeuw, 

2018). 

Poor smallholders are highly risk-averse, considering the immediate and severe impact that harvest failure 

would have on their livelihoods (Dercon, 2004). As part of their risk-minimisation strategy, they limit 

themselves to low-risk activities, which also tend to be low-income activities. This diverts these households 

from higher-earning activities that could effectively break the poverty trap (Dercon, 1998; Kamanga et al., 

2010). Market imperfection is often cited as a reason for the risk-aversion strategy: poor smallholders do not 

have access to risk-mitigating insurance, and lack collateral to obtain credit (Patt et al., 2010; Dercon & 

Christiaensen, 2011). IB participation can potentially serve as a risk reduction strategy: it can diversify the 

smallholders’ activities, enable access to inputs or credit to obtain these inputs, and spread risk over a collective 

(either with other smallholders or with a commercial partner). Conversely, commercial engagement incurs 

risks related to a potentially higher level of financial investment, and working with a more powerful partner 

(Berdegué et al, 2008; Sivramkrishna & Jyotishi, 2008). Considering the information asymmetry between 

smallholder farmers and commercial agribusiness, it is likely that both decision making and decision control 

lies with the commercial partner, as confirmed by the analysis of the voice dimension. Our study observed that 

individual beneficiaries can certainly experience alleviated risk in the framework of an IB, even when they 

operate as individual smallholders. Financial exposure of the beneficiaries is minimised through grant funding 

or favourable financing. The operational expertise of the commercial partner restricts the operational risk, 

albeit with the loss of decision-making power. Nevertheless, the risks related to the highly complex and 

multilevel constructions in practice place severe strains on the beneficiaries. Collective organisations are often 

established specifically for the IB. The leadership thus needs to build a cohesive collective, manage its 
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multifaceted internal affairs and IB matters, and must establish its position in a potentially volatile environment 

of excluded community members. This makes for an uncertain business partner. An equally important finding 

is that the commercial partner indeed seems to be able to transfer an unequal share of the IB-related risk to the 

beneficiaries. This is illustrated by the THS cases where individual landowners effectively rent out their land, 

but their income depends fully on the overall production of a collective organisation, whose supply for THS is 

negligible. Figure 3 shows that the implementation scores, only for this dimension, are higher than the 

institutional set-up scores. 

For IBs to become a pathway to rural development and poverty reduction, not only do the beneficiaries need 

to have a fair share in ownership, voice and risks, the rewards from the IB need to enable them to gain a way 

out of poverty. It is often argued that access to assets alone will not result in income growth, but that this needs 

to be combined with market access (Sabates-Wheeler, 2008). This aspect refers to both input and output 

markets (da Silva & Ranking, 2013). Access to input markets can generate higher farm productivity, and access 

to crop markets allows for the absorption of bulk production, although not always at a more favourable pricing 

(Kirsten & Sartorius, 2002). Through participation in a network (the IB), participants gain access to new 

knowledge through repeated interaction with other members in the network (Inkpen & Tsang, 2005). Thus, IB 

participation grows the social capital of the beneficiaries, allowing them to potentially become independent 

farmers. This is a particularly strong argument in support of IBs, as these are characterised by a large 

knowledge gap between the beneficiaries and the agribusiness. Reality shows that the transfer of social benefits 

is subordinate to the economic performance of the IB. 

Overall, despite the fact that smallholders and low-income communities are integrated into commercial 

agricultural value chains, their effective inclusion in the IB processes remains limited, certainly in the 

implementation. Inclusion takes time, requiring a long-term commitment from both partners, and the 

corresponding management of the beneficiaries’ expectations. 

Conclusion 

Applying an in-depth, holistic methodology, this paper analyses four dimensions, i.e. ownership, voice, risk 

and reward, which characterise the degree and the manner in which smallholder farmers/low-income 

communities are included in complex IBs. A variance in levels of inclusiveness results from the instruments 

that are combined in the IBs. The analysis shows that the complexities of the value creation process within an 

IB obstruct the effective inclusion of the beneficiaries, as collective but particularly as individual, even where 

the IB performs positively as a project. Indeed, IBs can be profitable, but benefits for smallholder farmers/low-

income communities remain often marginal. 

Firstly, although these beneficiaries have a certain level of asset ownership, this does not necessarily mean 

they have control over their assets. Ownership does not extend much beyond land, with moveable assets and 
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produce, at best, being shared with a commercial partner. Beneficiaries regularly become mere rent-seekers. 

Secondly, while the beneficiaries might have a fair share in the decision-making processes within the IB on 

paper, they need to be empowered to become relevant negotiators. Practice shows a large divide between 

commercial partner and beneficiary, both in skills required for the management and operation of the farm, and 

in overall business acumen and financial participation. Effectively, the decision management and decision 

control are both in the hands of the commercial partner. Thirdly, the beneficiaries limit their risks through 

participation in an IB, through partnering with a technically/financially strong company, or through favourable 

funding. Whereas individuals could further reduce their personal risks by entering a collective, the overall risks 

might increase due to the complexities of managing a collective organisation. Nevertheless, in practice the 

more powerful commercial partner is often able to transfer risk to the smallholders during the implementation 

of the IB. Lastly, benefits for individuals are limited and slow to materialise. Farm development requirements, 

non-involvement in the IB, and lack of commitment to skills development hamper the rewards for the 

individual beneficiaries. Overall, this impairs the local economic development impact that IBs might have, 

certainly in the short term. The most significant benefit seems to come from gaining market access for 

beneficiaries who (initially) are not able to operate independently. Conversely, the commercial partner is able 

to control the IB, prioritising the business aspect over the developmental facet of the partnership (Chamberlain 

& Anseeuw, 2018). 

Considering the long time required for achieving beneficiary capacitation and positive cash flow, IBs might 

become more inclusive in the future, aligning the implementation scores to the institutional set-up scores. A 

longitudinal study of IBs seems to be necessary for gaining a better understanding of the empowerment process 

of the beneficiaries (Kirsten et al., 2016). Recommendations to increase the developmental and transformative 

impact of IBs are outlined in Chamberlain and Anseeuw (2018). 
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