
Enabling environment for 
integration od small farms into 

agri-food chains in Eastern 
Europe and Central Asia



Outline
ÅContext
ÅAgribusiness development in EECA
ÅS&M processors as drivers of integration
ÅSome important policy and institutional

constraints affecting farmers and agribusiness
ÅAgri-food chain environment and competitiveness
ÅHow do enabling environments enhance agri-food 

chain development?
ÅEnabling environments, competitiveness and 

assessment frameworks 
ÅFactors affecting the state of enabling environments 

for agribusiness in EECA
ÅFocus on priorities



Changing consumer requirements and 
purchasing habits

ÅGrowing demand for exotics, organic products, off-
season fruits and vegetables

ÅIncreased percentage of food expenditures on away-
from-home food

ÅRise inimportance in home consumption of ready to 
eat, frozen and convenience foods

ÅIncreased concern with health and food safety; rising 
demand for high quality and safe foods



Changing patterns in agricultural trade 

ÅPhasing out of special programmes and non-tariff 
measures designed to protect trade

ÅPrice squeeze on producers of bulk or anonymous 
quality commodities 

ÅWidening spreads around prices; increasing 
distinctions (price and rules of game) between bulk 
and speciality markets

ÅProduct differentiation, particularly through 
branding, has become key competitiveness factor



Agri-food sector restructuring in EECA

ÅSignificant changes occurred in the agrifoodchains and 
related market relations throughout EECA during the last 
two decades

ÅDifferent transition patterns and political, demographic, 
climatic and geographical conditions

ÅFarmers are faced with the pressures from the downstream 
sector and are increasingly integrated in the food supply 
chains

ÅAgro-industries are challenged by global competition and 
the need to comply with the European Union and the 
World Trade Organization regulations, in order to access 
broader and more diversified markets



Restructuring of agro-industry in EECA
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S&M processors as drivers of integration

ÅIncrease of the market power of modern retail 
chains
ïDevelopmentis in favorof large processors

ÅIncreasing competition by imports
- low price segment 
- luxury products
- > Cost leadership is no option; 
ï> Differentiation strategies in niches

ÅCustomer orientation
- in allmostall countries S&M processors are not 

customer orientated

- > /ǳǎǘƻƳŜǊ ƻǊƛŜƴǘŀǘƛƻƴ ǿŀǎ ΨƛƳǇƻǊǘŜŘΩ Ǿƛŀ ǘƘŜƛǊ 
business relations



S&M processors as drivers of integration
ÅProduction of uniform, standardized quality 

reflecting in their raw inputs
- large corporate farmers prefer to deal with large 

producers

- small farmers and households sometimes 
opportunistic

- > SME processors face stiff challenges on the supply 
side

ÅCollaborative linkages with their SME suppliers
- initiated by the processors

- long term and trustful relationships

- > Creation of cooperation with their suppliers



S&M processors as drivers of integration
ÅClose relationships are of advantage for both sides

- Processors: security regarding the quality and the volume of 
their raw input supply

- Small farmers and households: reliable and secure opportunity 
to sell their products (more important than fair prices)

ÅObstacles to start vertical coordination
- social capital is low and trust is missing
- law enforcement problematic
- > Provision of some kind of collateral in order to convince the 

small holders of the reliability of the intention

ÅMeans to overcome the obstacles
- provision of training opportunities and extension services
- financing inputs and helping farmers in financially difficult 

situations
- establishment of informal groups
- > Business relationships can turn into trustful ones as long as 

both sides fulfil their duties over a longer period



Constraints and challengesfor SMEsparticipation in AFC

Ψŀƴȅ ŎƘŀƛƴ ƛǎ ǎǳŎŎŜǎǎŦǳƭΣ ƛŦ ŀ ŎƘŀƛƴ ƛǎ ǇǳƭƭŜŘ ŦǊƻƳ ǘƘŜ ŦǊƻƴǘ 
ƛƴǎǘŜŀŘ ƻŦ ǇǳǎƘƛƴƎ ƛǘ ŦǊƻƳ ǘƘŜ ōŜƘƛƴŘΩ 

ÅLack of reliable information about markets and 
finance for doing business activity; 

ÅSmall volumes of production and non-harmonized 
technologies for formation of wholesale lots of 
products; 

ÅInability of small producers to satisfy requirements for 
quality, delivery terms and volumes;

ÅIncrease of transaction costs;

ÅLow level of economic efficiency of cooperation with 
SMEs in value chain; 

ÅNeed for extra capital investments;



Constraints affecting producers

ÅLimited market information on prices and alternative buyers

ÅLack of access to financial services; high cost of financial 
services

Å Insufficient farm business support services

ÅLimited availability of inputs; high cost of inputs

Å Inadequate access to production and post-harvest technology



Constraints affecting agribusiness
Å Insufficient market information

ÅLack of public institutions and infrastructure for monitoring 

compliance with standards

ÅLack of access to finance; high cost of finance

ÅLack of transportation and communication infrastructure

Å Inconsistent and not transparent business regulations ς

business, customs, trade, labour

ÅContract enforcement procedures and costs

ÅTax rates and administration
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Critical gaps
ÅPolicy makers still in many cases have insufficient 

understanding and appreciation of the impacts of 
global market trends and crises to respond 
effectively

ÅAgro-enterprise managers and other value chain 
stakeholders need to be informed of developments 
on international markets and have the capacity to 
exploit market opportunities

ÅIn a majority of countries in the region there is still a 
critical gap in establishing effective linkages 
between producers and other value chain actors



Agri-food chain environment and 
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Enabling environment

ÅEncompasses government policies that focus on 
creating and maintaining an overall 
macroeconomic environment that brings together 
suppliers and consumers in an inter-firm 
cooperation manner

ÅIn the context of agri-food sector development 
enabling environment constitutes of sets of 
policies, institutions and support services that are 
needed for efficient and sustainable improvement 
of competitive performance in specific agri-food 
chain



Enabling environments and competitive 
agro-industries

ÅThe development of competitive 
agribusinesses and agro-industries has been 
recognised as crucial for enhancing the 
demand for farm products 

ÅThe need to improve competitiveness of the 
food value chain has become an imperative 
for policy makers and agrifoodchain 
stakeholders, particularly farmers and small 
and medium-sized enterprises
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Major challenges for the agri-food chain

ωOutdated processing technologies and limited ranges of marketable 
products

ωGap between market demand for high and diversified products and 
marketed products

ωRemoteness and access to major market partners (Caucasian and 
Central Asian countries)

ωEnvironmental issues such as disposal of wastes, water treatment 
and efficient energy use 

ωMajor disruptions in the agri-food chain: long payments delays or 
non-payment

ωLack of public or private institutions necessary to support market-
based transactions: enforcing property rights, providing ad-hoc 
financial means, and effective and efficient regulation and standards 
regulatory bodies



Accelerating smallholders market inclusion 

Identify factors, opportunities and constrains for specific 
conditions of individual countries & regions 

Assess (managerial & resources) capability of farmers and other private agents to 
carry integration through market (price & quality competition), private (long-term 
or interlinked contracts), or collective (marketing or processing cooperative) modes

Evaluate efficiency of specific institutional environment (systems of property rights 
& enforcement, public regulations & support) to correct (market & private) failures, 

and specify needs for new public intervention

Identify likely cases of public failures (impossibility to undertake economic reforms 
& support, lack of administrative capability & resources), and formulate needs for 

international assistance



How do enabling environments 
enhance agribusiness development?

ÅFavorable market and business conditions help agribusiness 
and agro-industry to develop a sustainable way to meet the 
target market demand. 

ÅGood enabling environments seem to be a key driver in 
attracting FDI and domestic investments.

ÅAn enabling environment should create opportunities and 
incentives for firms and entrepreneurs of all typesτfrom 
farmers and micro enterprises to local manufacturing 
concerns and multinationals. 

ÅGood enabling environments improve agribusiness 
competitiveness. Governments and businesses are to 
determine together the best combination of elements that 
enable agribusiness to operate and prosper the same time.  



Enabling environments, competitiveness 
and assessment frameworks 

ÅThe development of competitive 
agribusinesses and agro-industries has been 
recognised as crucial for enhancing the 
demand for farm products 

ÅThe need to improve competitivenessof the 
food value chain has become an imperative 
for policy makers and agrifoodchain 
stakeholders, particularly farmers and small 
and medium-sized enterprises



ÅGood public governance

ÅStable macroeconomic climate

ÅEnforceable commercial law

ÅAppropriate financial services

ÅProtection of property rights

ÅAdequate infrastructure

Features of Business Enabling Environments





Simplicity and cost of licensing procedures

A high number of 
procedures to get a license 
in the whole region



Business Competitiveness Index


