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1 Introduction 

The purpose of this manual is to provide guidance to companies and others, such 

as NGO‘s, governments and standard certification/verification organizations, that 

wish to work with certified smallholders in biomass supply chains. The manual is 

intended specifically for biomass supply chains. However, research into the 

characteristics of biomass supply chains revealed that most findings also apply to 

smallholders and certification in all food/agricultural supply chains, whether 

specifically intended for the biomass-for-energy market or not.  

 

The guidance manual is comprised of three phases: scoping, preparatory and 

implementation. These phases coincide more or less with the phases identified in 

most other certification schemes. However, rather than describing the certification 

process itself, this document seeks to provide guidance on how to successfully 

approach smallholders and include them in certification processes. In general, any 

certification process involving smallholders, requires an aggregation strategy to be 

practical and economically viable, given the prohibitive transaction costs that 

would be involved in seeking to interact with individual smallholders. As a 

consequence, the smallholder groups need to have internal monitoring and 

inspection systems. In addition, smallholder farmers need to be empowered, as 

without this, via a better access to information, improved bargaining positions, 

etc., anything else will fail.  

 

The guidance presented here offers practical information, including specific 

strategies, recommendations (Do‘s) and advice accompanying the steps identified 

within each phase. These strategies and suggestions seek to strengthen and 

empower the smallholder(s) (groups) and/or try to lower barriers for them to 

increase access to certification schemes. The information is based on lessons 

learned by certification initiatives and experts from various supply chains with on-

the-ground experience regarding smallholders and certification.  

 

In addition to this manual, a full report  ―Smallholder Certification in Biomass 

Supply Chains – Challenges and Strategies‖ is available1. It includes the 

challenges and risks, benefits and opportunities, lessons learned and, finally, 

strategies and recommendations that should lead to a successful smallholder 

certification.  

 

 
1 See www.agentschapnl.nl/biomass  

http://www.agentschapnl.nl/biomass
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2 Guidance Manual  

 

A. SCOPING PHASE  

  

The success of the certification process depends highly on the socio-economic context in which 

smallholders operate and the presence of an enabling environment. The latter refers for example to 

the presence/capacity of relevant government institutions, the legal and regulatory environment, tax 

codes, government policies, incentives for biomass (renewable energy) production, exports, etc. This 

local setting contributes to the smallholders’ ability to maximize benefits, minimize risks and cope with 

the challenges of certification. The local setting differs per country, region and type of biomass crop. 

As a consequence, farmers may differ regarding their access to markets, finance, knowledge and 

inputs, as well as their ability to organize to benefit from and promote collective interests. A scoping 

exercise is needed to gain insight into the context within which smallholders operate.  

 

Important questions of the scoping exercise include: Is certification feasible and desirable? What is 

the added value, including benefits, for the farmers and other stakeholders/supply chain actors 

involved? What are potential challenges and risks? And, to what standard and under what conditions 

should certification take place?  
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

A.I. Situational analysis: Identify potential smallholder group(s) & collect basic data about them 

 Collect baseline data regarding: 

 General characteristics of the farms (location, area, 

crops, farm history, sustainability, available 

infrastructure), degree of farmers‟ organization and 

level of professionalism of the farmers/farmers‟ 

groups 

 Local characteristics of biomass cultivation, 

including presence and /or local capacity for 

processing 

 The importance of the biomass sector to the national 

and global economy 

 Presence of sustainable biomass initiatives and 

other existing natural resource certification 

systems 

 The economic, social and environmental challenges 

and context of the larger region. In addition, 

explain how certification and the corresponding 

technical support, adds to solving some of these 

issues.    

The information may include and is not limited to: 

 Location of the farms (including GPS 

coordinates)  

 Number of farms & farm sizes  

 Crops under production and their estimated 

and potential yields  

 Farm history, notably, if relevant, when the land 

was deforested, and the type of crops 

produced in the past 5 years 

 Economic, social and environmental 

sustainability of the farms 

 Local road quality/access; seasonality issues, 

such as access during the rainy season, etc. 

 Nearest harbour/shipment point  

 Presence of collection points/packing 

houses/storage or transport possibilities for 

bulk products  

 Local processing facilities; access to 

electricity/generators; reliability of energy 

supply  

 Level of farmers‟ education  

 Degree of farmers‟ organization and level of 

professionalism: investigate the history of 

cooperatives, the presence of collective 

bargaining/marketing structures and/or 

outgrower schemes in the area/region. 

 Computer literacy: access to 

computers/internet; familiarity with GIS/GPS, 

access to GPS/smart phones (this could also 

be provided by local partners)  

 Current buyers  

 Current certifications (if any) and/or sustainable 

biomass initiatives. 
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

A.II. Stakeholder analysis: Identify who they are and what their stake is in the certification process 

(determine enabling environment) 

  Stakeholder mapping (who & where they are 

located): identify the presence of local 

stakeholders, their specific stake (interest in the 

certification process and/or how they are affected 

by the certification process) and their level of 

education/ professionalism  

 Identify potential partners that could play a role in 

the development, execution and/or funding of the 

smallholder certification project 

 Organize stakeholder consultation/engagement to 

reveal local interests and/or conflicts 

 Identify current private sector and government 

programs to see where alignments can be made 

with certification projects. 

 

Re stakeholder mapping: 

Local stakeholders include local communities, 

NGOs, unions, extension centers, universities or 

local governments. They also include entities with 

a commercial interest, such as a cooperative 

selling the produce or local buyers/traders. 

 

Re potential partners: 

Selection criteria for potential partners could relate 

to their knowledge about local stakeholders, local 

markets and local regulations; networks with 

relevant local stakeholders; knowledge 

of/experience with smallholder certification; trust 

and reputation with local farmers, etc. Explain 

what the role(s) of these partners should be in the 

process: e.g. provide knowledge, network, 

organization, etc. Also explain who can assist in 

finding good partners, such as an embassy, for 

example. Try to identify and work on the analysis 

with members from the local community who have 

good potential to become the internal inspectors 

for group certification in the future. 

 

Re stakeholder consultation: 

Agree with the actors on the information and 

analysis that will be conducted to measure impact 

and/or to inform future decision-making. 
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

A.III. Feasibility analysis: Identify challenges & risks and benefits & opportunities for smallholders and 

businesses 

 Smallholder challenges & risks: 

 High initial costs of certification 

 Limited access to credit 

 Risk of indebtedness 

 Dependency risk between smallholders and buyers/ 

contractors/investors 

 Technical challenges regarding the ability to meet 

the certification criteria 

 Unclear status regarding land titles and other 

relevant (local) regulations 

 Imposed collaboration in cooperatives/group 

structures 

 Limited market prospective 

 

For further guidance/explanation see Annex I. 

 Business challenges & risks: 

 Unreliable / low quality supply 

 Side-selling 

 Higher costs (no economy of scale) 

 Investment risk/risk of non-performance 

 

For further guidance/explanation see Annex II. 

 Smallholder benefits & opportunities: 

 Increased income / improved yields 

 Improved health & safety  

 Improved farm management/access to training 

(including e.g. potential yields increase) 

 Empowerment through a higher level of organization 

 Access to markets 

 Access to credit (including what types of loans are 

most suitable) 

 License to operate 

 

For further guidance/explanation see Annex III.  

 Business benefits & opportunities: 

 Increasing sourcing potential and security of supply 

 Creating a social license to operate  

 Meeting a specific market demand 

 Improving agricultural practices 

 Strengthening the social license to operate 

 Improving risk management (certification is a way to 

bind smallholders) 

 

 

For further guidance/explanation see Annex IV.  
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

A.IV. Recommendations 

  Define potential sustainable biomass areas, farms 

and crops 

 Define general (i.e. not at the individual farmer or 

company level) though certification-specific 

business cases, including the potential benefits, 

both for the smallholder groups and the companies 

(processor, trader, exporter) involved in the 

certification process 

 Identify the most suitable certification scheme for the 

smallholder project. 

Re business cases:  

It is essential for all parties involved in a 

certification project to work out a sound business 

case. Aspects of a sound business case could 

include: 

 

 Long-term commitment: certification can 

generate benefits, but the timeline should be 

taken into account; experience with such 

projects indicates it can easily take 3 harvests 

before farmers can sustain themselves 

financially under a new certification system 

 Market: Ideally, smallholders that go through 

the process of certification already have a 

market for their certified output, rather than 

having to look for interested buyers after 

obtaining certification 

 Mutual benefits: for example, increased harvest 

volumes benefit both the farmer (higher 

income) and the buyer (ensured supplies). 

Do:  

 Have farmers judge for themselves whether 

there is a business case based on the 

information provided. 

 

Re the most suitable certification scheme: 

NL Agency has published a report on how to 

select a biomass certification system
2
. In addition, 

determine the requirements of the various 

certification systems for smallholders, support for 

smallholders, etc.  

 

 

 

 

 

 

 

 

 

 
2 See also http://www.agentschapnl.nl/sites/default/files/bijlagen/Report%20certification%20schemes%20-

%20Partners%20for%20Innovation%20-%20NL%20Agency%20DEF.pdf  

http://www.agentschapnl.nl/sites/default/files/bijlagen/Report%20certification%20schemes%20-%20Partners%20for%20Innovation%20-%20NL%20Agency%20DEF.pdf
http://www.agentschapnl.nl/sites/default/files/bijlagen/Report%20certification%20schemes%20-%20Partners%20for%20Innovation%20-%20NL%20Agency%20DEF.pdf
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

A.V. Go / No go decision 

  If the decision is to seek certification, then a 

Memorandum of Understanding (MOU) needs to 

be developed with the farmers 

 Make a plan of how to implement the selected 

certification scheme and conduct a gap analyses 

on what needs to be done in order to achieve full 

certification 

 Identify the most suitable smallholder strategies to 

adhere to (see also section C) 

 Make an overview of potential farmer-support 

activities. 

Re MOUs: 

When entering into contracts, especially if credit is 

involved, clarify all financial aspects. The parties 

involved could consider entering into agreements 

where the buyer has a "right of first refusal" versus 

exclusivity, though this would need to be 

negotiated on a case-by-base basis (and if the 

buyers provide significant funding to enable 

certification to occur, then they might insist on 

exclusivity for some period so they can recoup 

their initial investments). In addition, the MOU 

should: 

 provide an overview of what smallholders and 

the processor/trader/exporter can expect 

when cooperating in the certification process: 

the steps to be taken, roles and 

responsibilities, costs to be made, and 

financial structures that have worked for other 

smallholder groups 

 clarify who the legal entity is that the 

certification agencies will work with, and who 

will pay for the certification. 

 clarify how information will be shared and who 

will “own” and have access to the certification 

reports.   

 

Re farmer support activities: 

 clarify who will pay for expenses, and what the 

understanding is regarding the associated 

commitments, particularly if the private 

sector/buyers are making the 

payments/contributing significantly to the 

payments, providing loan guarantees to 

banks, etc. 
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B. PREPARATORY PHASE 

  

In building the fundamentals for a successful certification, the farmers need to be motivated 

and educated on the long-term benefits of certification. This is essential for enhancing the 

farmers’ commitment and in reducing the risk of farmers dropping out of certification at a later 

stage. In addition, the smallholders need to be organized, and the technical, financial and 

administrative skills of the (newly established) cooperatives or other organizational structures 

need to be increased.  

 

Important questions include: 

What is needed to motivate the farmers? How can farmers be best organized? What is the 

professional level of the organized farmers’ groups, and how can this be increased?  
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

B.I. Motivate the farmers (awareness raising) 

Many benefits associated with certification will generally take time to be fully realized (e.g., increased yield, 

higher quality, and improved market access). It is therefore preferable that farmers are intrinsically motivated 

to enter into the certification process and dedicate efforts to meet the criteria.  

 Provide short-term incentives (farm level) 

Despite the trend towards a non-premium market, 

some smallholder representatives believe that 

(short-term) premiums are required to 

convince/engage smallholders in certification 

processes. This is true, for example, in situations 

where farmers have plenty of opportunity to sell 

their biomass crops into markets that generally do 

not ask for certified feedstock, such as in India and 

China. When farmers can earn just as much selling 

crops into a non-certified market, adhering to costly 

certification protocols is unlikely. In other cases, 

premiums, price compensations and/or preferential 

market access are desired to compensate for a 

loss in yield, for example in organic farming, where 

farmers often face an initial drop in yield during the 

conversion period.  

 

 

Do’s: 

 Offer direct/short-term (financial) incentives like: 

o Provision of technical assistance. This might 

include soil analysis, recommendations for 

which areas to dedicate to biomass, and 

suitable farm inputs based on such analysis. 

o Provision (free or using a small levy) of logistical 

support (collection, handling, transportation, 

etc), pest control services, fertilizers and soft 

loans for seeds; such services could also be 

offered for „non-biomass‟ crops 

o Organization of labour in peak times 

o Emergency repairs and maintenance to 

smallholder access roads 

 Build in monitoring / impact assessment to create 

proof of actual benefits, for example by including 

control farmers which do not participate in the 

initiative 

 Let farmers motivate each other to join in 

certification and/or let the processor (e.g. a mill) or 

a producer organization do this work  

 Organize road shows to promote the benefits of 

biomass certification systems. 
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

 Educate the farmers regarding long-term 

benefits 

Smallholders should be educated and trained on 

the long-term benefits of certification, such as 

improved productivity, better quality produce, 

higher farm efficiency and improved market 

access. 

Do’s: 

 Ensure that the processor, or producer 

organization, has a central role in educating the 

farmers on the (long-term) benefits of certification 

 Develop an incentive plan for smallholder 

participation that is both cumulative, i.e. benefits 

for participating increase over time, and has 

consequences for failing to adhere to agreed 

upon protocols: state what will be done in the 

case of non-compliance with agreed protocols, 

such as members being expelled if they fail to 

respond to notifications/ warnings, etc. 

 Select a certification standard that incorporates 

integrated farmer training in the operations and 

protocols 

 Provide training over an extended period, at 

different stages of the certification process, to 

help ensure farmers continue with the system. 

 

 Build trust 

Farmers are often initially reluctant to change their 

current ways of farming and/or to cooperate with 

new structures. Time and money needs to be 

invested in (mutual) trust building. 

 

Do’s: 

 Start working with farmers on good agricultural 

practices and smallholder organization. Once 

farmers see that the new way of working pays off, 

they will be more confident in taking steps 

towards certification  

 Seek to begin with those producers who are likely 

to be “early adopters” due to various factors, such 

as educational level, farm size, etc. 

 Start with biomass commodities that are similar in 

production protocols to what smallholders already 

know how to produce 

 Start with biomass commodities for which there are 

no ready alternative markets to reduce the risk of 

side selling 

 Create model farms that local farmers can visit or 

relate to 

 Involve local stakeholders the farmers trust, such 

as local government, NGO or university personnel 

 Let the farmers perform a self-assessment as a 

means of awareness raising and as a way of 

increasing their knowhow on the sustainability 

requirements (prior to seeking certification). 
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STEP EXPLANATION FURTHER GUIDANCE (including further 

explanations and specific Do’s) 

 

B.II. Strengthen/Support farmer organizations 

 Strengthening and/or supporting farmer 

organizations is a key condition for successful 

engagement with buyers and management of  the 

certification process.  Farmer organizations enable 

group certification which, in turn, offers farmers 

various benefits, such as reduced certification 

costs and a lower administrative requirements.  

 

Do’s: 

 Strengthen or support existing structures of 

cooperatives, farmer organizations/farm 

leadership 

 Alternatively, in case there are no traditional 

cooperatives or where they  are 

ineffective/problematic, organize the farmers 

around a buyer -working with staff paid by the 

private sector to organize farmers may be more 

efficient and effective, but has the drawback of 

locking those organized into a given buyer 

relationship 

 Note; the scoping phase should have determined 

the capacity of existing organizations; be realistic 

and flexible and don‟t rely too much on the 

organizations if their capacity is limited, but rather 

determine how best to strengthen capabilities 

over time. 

 

B.III. Build organizational capacity 

 Once the farmers are motivated and (formally) 

organized, the (newly established) cooperatives or 

other organizational structures need to increase 

their technical, administrative and financial 

capacities. Capacity building should include the 

development of manuals, records, training 

curriculum, training partners, certifiers, extension 

centres etc.  

 

Do’s: 

 Deliver technical assistance and train persons and 

groups in the requirements of the chosen 

certification standard. In addition, train local 

personnel on procedures and systems for record 

keeping 

 Focus on ongoing member education, and 

especially the internal inspection function, and 

data collection & analysis by the central entity that 

will be inspected by the certifiers 

 Select/hire staff or farmers who are responsible for 

training, checking on and motivating member 

producers. These can be local farmers (who are 

paid on a part-time basis) or staff of NGO´s, 

extension centres or the cooperative.   

 

For further guidance, see also the next session under 

„Increasing professional skills: on-the-ground support‟, 

step C.VI. 
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C. IMPLEMENTATION PHASE  

  

During the implementation phase, smallholders work towards achieving compliance with the 

standards of the selected certification scheme. Existing certification schemes have developed 

and apply various strategies to lower barriers for smallholders to join their scheme. These 

include: 

 

 Offering group certification 

 Reducing costs  

 Simplifying and adjusting compliance  

 Increasing access to finance  

 Connecting farmers to formal markets 

 Increasing professional skills: on-the-ground support 

 Integrating the smallholders’ voice 
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STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

C.I. Offering group certification 

 Group certification is the certification of an organized 

group of producers with similar production systems, 

where certification applies to the group as a whole. 

Group certification is based on the concept that an 

extensive part of the inspections required is carried 

out by internal auditors. The external certification 

body assesses and evaluates the effectiveness of the 

internal audit system, carries out an audit of a 

sample, and certifies the group as a whole. Within 

this collective group of individuals, there is an internal 

monitoring system (IMS) that ensures that each 

individual within the group is adhering to the 

standards that are outlined in the certification 

scheme. 

 

 

Do’s – Group certification: 

 Make sure a skillful group manager is in place, e.g. a 

staff member of the cooperative, who has a clear 

economic interest in the process being successful, 

such as a bonus tied to obtaining certification. This 

group manager has to be able to communicate well 

with other stakeholders, such as the local 

communities, local authorities, certification 

organization and potential customers. This person 

has to be knowledgeable and able to implement the 

rules of certification, have the technical knowhow to 

monitor and collect records, addressing non-

compliance issues and capable of reading technical 

(English) documents 

 Do not depend on one person alone to manage the 

farmer group. Good managers tend to be hired away 

by other companies, so it is necessary to train and 

involve several local people who can provide this 

function, ideally with a manager having several 

assistants 

 Likewise, do not depend on one person for internal 

monitoring but rather train/involve several local 

people in this function 

 Focus on training young people with a high school 

diploma, or those with most years of high school, as 

internal monitors, ideally providing them with cell 

phones to help communicate with farm members 

 Provide training for them in the use of GPS to plot 

member farms 

 Ensure transparency by conducting regular meetings 

to ensure information exchange and implementing a 

shared record keeping system and a dispute 

resolution system 

 Seek guidance from certification organizations on best 

practices in establishing internal management 

systems 

 Benefit from the information provided by the ISEAL 

Alliance
3
 on producer group models and group 

certification, e.g. the 'Common requirements for the 

certification of producer groups'.  

 
3 See also http://www.isealalliance.org/. You need to be an ISEAL Subscriber to gain access to most documents. 

http://www.isealalliance.org/
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STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

C.II. Reducing costs  

 The costs of certification can be reduced through 

group certification as group members can share the 

costs of certification and auditing. For group 

certification, a representative sample of group 

members is audited rather than each farm. 

Certification schemes may also offer less expensive 

(membership) fees for smallholders than for larger 

producers. 

Do’s - Reducing costs through group certification: 

 Develop strong internal inspection and record keeping 

systems, to reduce the time that external inspectors 

need to spend in reviewing these and also the 

number of sample farms audited and/or the number 

of audits conducted by external inspectors (if there 

are discrepancies between internal records and 

external audits of farms, then the sample size is 

typically increased) 

 Use GPS/GIS and smart phones/cell phones to reduce 

costs of transportation and interaction – less frequent 

in person meetings with producers and more efficient 

communication. 

 

Do’s – Reduced certification fees and auditing costs: 

 Link certification fees to the annual revenues and/or 

the size of the groups or area of crop under 

certification, to make these proportional to the 

economies of scale that can be achieved over time 

 Allow fees to be paid 'in kind', for example via weight 

reductions in the crops produced, versus in cash, to 

overcome producer cash flow constraints, and to 

avoid having to pursue members for late payments  

 Use local inspection bodies if available 

 Identify where fees can be reduced/absorbed, for 

example possibly by mentoring services from a 

larger company – which may find it attractive to enter 

into this type of arrangement as part of CSR 

activities 

 Don‟t provide completely „free‟ or no-cost certification 

options, as then there won‟t be any ownership re 

maintaining the certification 

 Lower cost auditors are not necessarily the best 

auditors -  auditing problems or deficiencies may 

result in extra costs at a later stage 

 Note that if farmers‟ benefits are intrinsic (e.g. higher 

yields and/or reduced costs through better practices) 

rather than extrinsic to the certification system (e.g. 

price premiums for certified products), the chances of 

fraud will be reduced 

 Where producers participate in multiple certification 

systems, explore the potential for  'mutual 



 
Smallholder Certification in Biomass Supply Chains, June 12th 2013  

 

 
Pagina 21 van 37 

 

STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

recognition' by the various organizations to seek cost 

savings and other synergies. Stakeholders can seek 

to address this issue with certification initiatives by 

participating in certification review and other working 

groups. 

 

C.III. Simplifying and adjusting compliance 

 Various tools and procedures have already been 

developed by certification schemes to simplify 

compliance for smallholders. Record keeping and 

providing documented evidence, as well as meeting 

the certification requirements within a short period of 

time, may be especially hard for smallholders,. 

Solutions can be found in offering group certification, 

developing simple templates for record keeping, 

applying a phased approach, developing specific 

smallholder guidance and identifying exemptions, etc. 

Do’s - group certification / administration: 

 Make sure the group manager/management takes 

over certain tasks, such as the writing of 

environmental and social plans (e.g. biodiversity 

plans, waste management plans, soil fertility plans 

and health and safety plans), providing updated lists 

of relevant laws and their amendments and simplified 

formats/templates for record keeping. 

 

Do’s - Record keeping and evidence: 

 Simplify the verifiable evidence required from 

smallholders by (for example): 

o providing simplified formats for record keeping 

(e.g. in case of illiteracy) 

o allowing verbal evidence (e.g. in case of 

illiteracy) 

o reducing the number of documents required 

o preventing cross references between documents 

o using simple and local language 

 Establish a peer learning process between 

smallholders 

 Use existing records as much as possible  

 Let farmers keep data on „useful‟ records (such as 

pesticide, fertilizer and water use) that show 

improvements and benefits; this will stimulate them 

to further improve their performance 

 If available, allow satellite images to prove „no 

deforestation after 2008‟ instead of costly GPS; 

these satellite images are freely accessible on the 

internet (in the case of Brazil). 

 

Do’s - Phased approach: 

 Distinguish minimum and progress criteria and/or 

develop a modular approach 

 Let the farmers initially adhere to a model based on 

continuous improvement (such as the Better Cotton 
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STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

Initiative) in which progress is measured (using 

monitoring and evaluation tools), with first and 

second party verification. Once the farmers are 

sufficiently competent, they may decide to go for a 

certification model using third party verification. A 

monitoring model may thus be used as an 

intermediate step towards certification. 

 

Do’s - Smallholder criteria / guidance: 

 The standard should clearly demarcate the criteria 

relevant to smallholders 

 Adapt the Principles and Criteria (P&C) to the local 

smallholder context and translate them into 

indicators that smallholders can feasibly comply with, 

taking already existing practices into account 

 Develop specific smallholder guidance; make sure that 

the smallholders understand why they have to do 

certain things - they often do not see the point of the 

rule or any direct benefits 

 Use self-assessment tools to create awareness 

 Simplify or lower thresholds (for example percentage 

of greenhouse gas reduction) for smallholders where 

appropriate. 

 

Do’s - Smallholder exemptions: 

 Reduce the number of criteria for smallholders 

drastically; identify exemptions and keep the most 

relevant criteria, for example the ones needed with 

regard to improving the productivity of the farm, such 

as the Good Agricultural Practices 

 In addition, keep the criteria needed to comply with EU 

legislation (i.e. criteria related to deforestation and 

reducing the carbon footprint) and anticipate 

changes that may occur in these criteria, for 

example, there is a debate going on over whether to 

include social criteria in the Renewable Energy 

Directive (RED) or not. 
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STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

C.IV. Increasing access to finance 

 Small-scale producers may be unable to bear the 

costs of compliance with standards or certification 

processes themselves, and may therefore need 

financial assistance to become or remain certified. 

Access to capital, particularly for women, is essential 

and should be well organized to prevent undesirable 

situations like persistent indebtedness. Financial 

support by third parties and/or the establishment of a 

specialized fund can also contribute to relieving the 

financial pressure on smallholders.  

Do’s - Financial support: 

 Make sure that farmers are paid on a sufficient and 

timely basis for their produce 

 Provide loans for harvest finance, with the purchase 

contracts serving as the collateral; the repayment 

period for such loans is typically 6-12 months, 

depending upon the crop (for biomass the loan term 

is likely to be longer – 2 to 3 years - if smallholders 

require access to credit to produce crops initially, in 

which case longer-term production loans would be 

required, though these are typically more difficult to 

obtain) 

 Loans could also be provided for inputs, or, with more 

difficulty, for CAPEX (capital expenditures, 

expenditures creating future benefits), such as 

harvesting and/or processing equipment (with the 

equipment serving as the collateral) 

 Organizations such as Root Capital, OikoCredit, 

Rabobank and Triodos Bank can serve as 

models/examples of how such lending might be 

provided 

 Find out if smallholders can obtain access to insurance 

policies, such as weather index insurance, or fire 

insurance, to help reduce the risks. 

 

Do’s - Smallholder fund: 

 Be sure to include a sound financial analysis in the 

scoping phase; assess what costs will have a return 

on investment and what costs will need to be 

covered by other means of funding (like subsidies) 

 A fund could be financed through a tax/fee on large-

scale producers or by contributions from other 

entities in the supply chain, such as processors or 

exporters 

 Make sure that any support is time bound and phased 

out over time 

 Distinguish different types of funding (grants, soft 

loans and credits) for different activities and or 

groups of producers - for example, provide gifts to 

independent smallholders that also wish to engage in 

certification. 
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STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

C.V. Connecting farmers to formal markets 

 By connecting farmers to formal markets, smallholder 

support can be generated in the supply chain and 

sales of produce can be guaranteed. 

Do’s - Connecting to formal markets: 

 A long-term mutual commitment between buyer and 

seller is recommended, in which the buyers commit 

themselves to buying the certified produce and the 

smallholders guarantee to sell their (contracted) 

produce to the respective buyer; this can be 

achieved by creating a mutually beneficial and 

transparent relationship, though its important to be 

aware that “strings” tied between a smallholder and a 

buyer may also lead to a 'locked in effect' 

 Certification schemes should ensure that the 

certificates go to the farmer organization and not the 

buyer, and that the certificate ownership is in the 

name of the smallholder group (which needs to have 

a independent legal identity 

 In the case where price premiums are paid, make sure 

that not only the farmer receives a premium; the 

immediate buyer of the produce should also be able 

to sell at a premium price, and such premiums 

further up in the supply chain will create a business 

case for smallholder inclusion.  

 Make sure that the premiums paid actually reach the 

farmers, rather than being retained by the 

cooperative or other central organization 

 Be transparent on the level and use of the premium 

throughout the supply chain; make sure that the 

business case for the farmer is clear when the 

processor/mill receives the premium 

 Engage a market player that provides technical and 

financial support, organizes the certification process 

(if required) and connects the farmers to a formal 

market; these could be business-oriented NGOs, 

and/or private consulting companies, that offer such 

services, typically with a donor covering some (the 

majority) of such technical assistance costs, at least 

initially 

 Establish a forum for buyers to find sellers 

 Identify third party brokers who can identify 

requirements of each party to establish “win-win” 

commercial agreements. 
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STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

C.VI. Increasing professional skills 

 Providing support to farmers in the process of 

meeting the certification criteria and becoming 

certified has proven to be a key strategy when 

certifying smallholders. It is important to identify the 

skills gap and develop an appropriate training, for 

example in the following: 

 Technical/agronomic aspects, e.g. best 

management practices/good agricultural 

practices with regard to increasing yields, 

improving quality, increasing farm 

efficiency/reducing costs, post harvest practices, 

and eventually the principles and criteria of the 

respective sustainability standard 

 Business aspects, e.g. basic business principles, 

planning and training on educating workers 

 Financial and administrative aspects, e.g. basic 

accounting principles, and maintaining an 

administration and records 

 Organizational aspects, e.g. co-operational 

structures, roles and responsibilities. 

Do’s – Training: 

 Use a modular approach; train the farmers first on best 

management practices and or good agricultural 

practices, improving their agricultural skills - once 

their agricultural skills/knowhow is improved, train on 

other aspects such as business, administrative and 

organizational aspects needed to fulfill the 

certification process 

 Use a Farmer Field School approach
4
 to ensure that 

internal personnel make lead farmers understand 

every aspect of what is required, throughout the 

farming calendar, and to build local extension 

training capacity in a cost-effective manner, by 

involving the trainers in designing Train the Trainer 

programs 

 Provide on-the-ground support 

 Make sure women have access to training; agricultural 

production depends heavily on women‟s labour and 

productivity and agricultural efficiency can increase 

when gender-based constraints are overcome, such 

as access to training and high quality inputs, and 

challenges regarding land and crop ownership 

 Emphasize increasing the profitability of crop 

production in certification systems; this support may 

include an emphasis on soil analysis and the proper 

use of suitable inputs, access to improved varieties, 

more accurate measurement of areas and yields, 

recording of costs and revenues, access to finance, 

improved negotiation skills and training on market 

terms and conditions 

 Involve other entities in supporting the smallholders 

(such as NGOs); Involve private sector buyers in 

training implementation, as they are typically 

concerned about the security and quality of supply. 

 In addition to smallholders, train smallholder 

associations (or field staff/representatives working 

with aggregations of smallholders) in basic 

management and business administration, 

communication skills, record keeping, etc. 

 Develop a 'smallholder starter kit' for smallholders and 

others directly involved in the certification process 

 
4 for more information see for example http://www.farmerfieldschool.info/  

http://www.farmerfieldschool.info/
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STEP EXPLANATION FURTHER GUIDANCE (including further explanations 

and specific Do’s) 

 

(such as a mill) to explain the process, roles and 

responsibilities and to provide training materials 

 Provide visual guides of training materials 

 Use peer-to-peer learning -  already certified (groups 

of) smallholders sharing experiences 

 Create an online learning environment where 

smallholders can meet and share experiences, and 

where the certification initiative can share good 

practices  

 Include local tools developed by universities and other 

local partners. 

 

C.VII. Integrating the smallholders’ voice 

 Certification schemes are generally designed for 

large-scale producers and do not sufficiently consider 

what might work for the smallholders. In overcoming 

this obstacle, certification schemes could consider 

developing protocols with smallholders, such as 

manuals, audit guidelines, licensing agreements on 

certificates, etc. 

Do’s - Integrating the smallholders' voice: 

 Involve smallholders in the certification design and 

regular review process by creating a smallholder 

taskforce/platform/working group 

 In addition, work with entities (including NGOs) that 

represent and/or assist the producers 

 Engage auditors when designing simplified 

smallholder tools. 
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ANNEX I: SMALLHOLDER CHALLENGES & RISKS 

Financial challenges and risks 

 

High initial costs of certification  

There are high (initial) costs linked to the certification process due to the 

implementation of new practices (compliance costs) and the cost related to 

membership and auditing. Many smallholders are put off by the certification 

process due to additional expenses for administration, training, hiring consultants 

for making plans or a biodiversity inventory, producing maps, health and safety 

equipment and third-party inspections. Moreover, there may be uncertainty of 

added value in terms of higher prices for the output, resulting in farmers being 

more and more challenged to compensate higher costs with an increase in 

productivity. 

 

Limited access to credit 

Many smallholders face difficulties in obtaining credits for inputs, capacity building, 

mechanization, new technologies and marketing facilities, while these are needed 

to take the step towards certification. The access to new markets that certification 

and the production of certain feedstock can provide, may help facilitate 

smallholders‘ access to credit (for example, by buyers or a bank). Some buyers/ 

companies (and donors) provide support for NGOs that assist smallholders via 

technical assistance and/or access to credit and markets. 

 

Risk of indebtedness 

Smallholders themselves generally have limited scope to meet the financial, 

technological and capacity demands of certification schemes and therefore often 

need to put themselves in a dependency situation if they turn towards 

certification. The farmer will either be supported without having to repay the 

costs, or money will need to be lent from a buyer or a bank. In case a loan is 

entered into and harvests fail, yields are lower than expected, contractors fail to 

pay agreed prices or buy less than the pre-agreed quantities, a farmer‘s income 

may not be enough to cover the extra costs and a situation of indebtedness can 

arise. Or, put differently, there is a risk that the certification costs would exceed 

the benefits. The ―payback‖ period might also take years to achieve, depending 

upon the volume of biomass that the smallholders can produce initially, and how 

this might increase over time and/or they whether they achieve other efficiencies. 

Moreover, financial obligations to an organization advancing certification costs will 

limit the options to turn to more favourable markets (in view of commitments 

made to the lender). It should also be realized that for some farmers certification 

will never be a realistic, profitable option (e.g. farmers with extremely small 

production capacity). 

 

Dependency risk between smallholder and buyer/contractor/investor  

A farmer‘s income is affected by various factors such as revenues received for his 

agricultural produce, price premiums for the sale of certified products, 
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expenditures with regard to the purchase of food and farm inputs, etc. Especially 

when a farmer turns away from subsistence farming and decides to grow certified 

products exclusively for a specific market, he becomes very dependent on third 

parties for his income and capability to buy food and pay for his family. This 

constitutes a risk when demand for the certified product drops, crops fail or buyers 

do not adhere to previously agreed prices. The use of insurance systems (crop 

insurance, weather insurance) to protect farmers against the risk of crop failure is 

quite important for smallholders which change production from subsistence 

farming to bio-energy crops. 

 

Another dependency risk arises in case the farmer is financially assisted by the 

buyer in achieving certification. This may result in a situation where the buyer 

takes over the virtual ownership over the farm (the buyer is taking the decisions). 

Buyers may demand in return to the investments made to (partially) take over 

control over the production at farm level, for example in terms of the quality 

management, or ways to manage social and environmental issues. It may be the 

case that buyers paying for audits on small farms also claim ownership over the 

actual sustainability certificate issued. Although this may be reasonable and 

sometimes even necessary to prevent side-selling, this may also cascade small 

farmers into deeper reliance on only one market outlet, which is not to be 

preferred by a producer. 

 

Contract farming is an example of a business model which may bring about many 

benefits for the farmer, but may also result in a dependency situation. Contract 

farming is considered by many a potential means to integrate small farmers into 

growing markets for certified commodities. Since contracts often include the 

provision of seeds, fertilizer and technical assistance for meeting the criteria, 

access to credit and a guaranteed price at harvest, this form of ‗vertical 

integration‘ has the potential to address many constraints connected to small-farm 

productivity. However, this kind of business relationship can also create problems, 

such as an imbalanced power between farmers and companies, non-adherence to 

the terms of agreements, and social differentiation. The challenge is to develop a 

business model that reflects the mutual dependence (between producer and 

buyer) and gives a balanced power to both. 

 

Technical challenges regarding the ability to meet the certification criteria  

 

Meeting the certification criteria 

For many smallholders, meeting the requirements of legality is already a 

significant challenge, especially in countries where social and environmental 

regulations are quite strict. Meeting sustainability criteria going beyond laws and 

legislation, incorporated in a certification scheme, is therefore a true challenge.  

 

Acquiring the necessary skills 

Achieving certification requires skills in, for example, management, Good 

Agricultural Practices, administration, quality control, marketing and service 

delivery. The necessary skills are difficult to develop without support, given the 

fact that smallholders often have poor access to information, limited awareness of 

new technologies and best practices, and a lack of technical support. Abiding by 
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environmental and market regulations is generally also more difficult for smaller 

than for larger-scale producers, because in many cases they do not have access to 

information presented in a way that they can understand it due to their lower level 

of social organization, technical qualification and formal knowledge. 

 

Administrative burden 

Smallholders usually organize in groups to enable compliance with certification 

system requirements. Farmers are not always aware, though, that the 

establishment of a cooperative will entail significant costs of organizing and 

operating collectively. For example, Internal Monitoring Systems (IMS) to adhere 

to for certification are complex for producer organisations. Moreover, certification 

requires farmers to implement a system of record-keeping that can be 

overwhelming and frustrating for farmers with lower educational backgrounds. As 

it is the case, even in group certification, each individual farmer needs to collect 

data, calculate nutrient balances, conduct soil surveys, etc., while the aggregating 

of information collected with individual farmers and presenting it in such a way 

that it enables verification by an auditor, is difficult for many cooperatives. It 

proves helpful to have a skilful group manager and/ or to organize due sharing of 

responsibility within the cooperative to make sure that the administrative burden 

can be coped with. 

 

Unclear status regarding land titles and other relevant (local) regulations 

 

Practically all certification schemes require that farmers prove land tenure. 

Communities that have been occupying and farming lands for generations, but do 

not hold any land titles, are –in practical terms – not only excluded from rural 

development policies such as rural credit and environmental licenses (since proof 

of officially recognized ownership or authorized use is a basic eligibility 

requirement) but also from many certification schemes. It is important for 

smallholders that the customary land (use) rights and the right to free, prior and 

informed consent on the development of land are acknowledged and respected by 

all parties. 

Imposed collaboration in cooperatives/group structures 

 

While the establishment of cooperatives (when not being already present) 

generally takes place in situations where smallholders opt for certification, it is not 

self-evident that these run smoothly. Many tend to face (start-up) problems, 

suffering from poor performance as a result of mismanagement, corruption and/ 

or political influence/ interference. Staff skill levels, governance, auditing, 

transparency, and staff turnover are known for causing major problems. 

Cooperatives face the challenge of due organization. 

 

Grouping of farmers also implies collective trust and understanding. This is not 

automatically available and sometimes (especially in conflict areas and contexts) 

not easy to develop. In addition, the collaboration makes them dependent on each 

other and the certification may fail due to other farmer‘s failure to meet the 

criteria. Moreover, grouping up requires a relatively stable status regarding land 

rights. Stable rights one can rely on still seem to be an exception rather than the 

norm in developing countries. 
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Limited market prospective 

 

Investing for a temporary market 

Some critics point out that the biomass-for-energy market is likely to be a 

temporary market. A focus on delivery to bio-energy supply chains and complying 

with specific certification criteria for this market may therefore not be a sound 

long-term investment. Moreover, investments in this market may not be driven by 

long-term commitments, while longer-term investments in smallholders are 

needed to achieve professionalism and quality. 

 

A rapidly growing market for non-certified biomass 

Certification brings along some risks for smallholders, including financial ones. A 

shift to biomass markets that do not demand certification, such as the Chinese 

and Indian markets, may mean that investments in certification do not pay off in 

terms of market demand. 

 

A limited role of smallholder production in securing supplies 

It seems that there are currently few drivers for market players to invest in 

smallholder production/certification from a need to secure supplies. This could also 

mean that market demand for certified smallholder produce may be limited, 

considering the potential disadvantages of smallholders in economy of scale. If 

market demand is limited, investments in certification may not pay off. 
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ANNEX II: BUSINESS CHALLENGES & RISKS 

Unreliable / low quality supply 

 

Many smallholders have a significant yield and quality potential and could produce, 

with training and support, higher yields and deliver a higher quality output. 

However, especially in the first years of being certified/ working towards 

certification, smallholders may not be able to meet the expected quantity and 

quality output. In addition, there is a timing risk: although smallholders may 

produce the right quantity and quality, their planning may not optimal and 

consequently, they may be too late for shipping. Typically it is a combination of all 

three risk factors: low yields, low quality and poor planning, especially during the 

initial years of certification. 

 

Risk of side-selling 

 

While smallholders run the risk that companies will not adhere to agreements, this 

can work out the other way as well. Companies run the business risk that delivery 

terms entered into with smallholders are not respected and that farmers sell their 

produce to a buyer other than the one to whom the farmer has been contracted 

(this is referred to as side-selling). This can happen, for example, when the 

market price has gone up and has become higher than the price agreed upon with 

the first buyer. 

 

Higher costs in terms of aggregating supplies (no economy of scale) 

 

Aggregating production from smallholders may be challenging given the fact that 

they often lack uniformity and can be highly dispersed, perhaps even located in 

remote areas with poorly developed infrastructure. Higher costs in terms of 

transaction and transportation will then likely be the case. 

 

Investment risk/risk of non-performance 

 

The transition from a smallholder that produces for its own family or the local 

market to a commercial smallholder complying with certification criteria and 

supplying to an international market is substantial. Buyers investing in 

smallholders may run the risk that in spite of creating circumstances of support 

(training, finance, and/or input material, etc.), smallholders cannot meet with the 

certification requirements demanded for by the market. This may be a motivation 

for direct buyers upfront to exclude smallholders from their supply chain. There is 

also the bigger risk that the investments will be less than the benefits, or that the 

benefits will only exceed the initial costs many years into the future, especially 

when initial yields/volumes are low. Pilots learn that it easily takes 3 harvest 

periods before farmers can sustain themselves financially in the new situation. 
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ANNEX III: SMALLHOLDER BENEFITS & OPPORTUNITIES 

Increased income / improved yields 

 

Price premium 

Integration in certified supply chains may result in a price premium. However, it 

should be realized that certification may increasingly become a market access 

requirement to ensure decent production, rather than an assurance for a premium 

price (as in the case of schemes such as Fairtrade or organic production for food 

markets). Moreover, even in a premium market, a farmer can seldom sell his full 

harvest at the premium price due to a failing interest of market parties . Price 

premiums should ideally be combined with long term commitment of buyers.  

 

Higher yields 

Smallholders are often less efficient than other producers, due to their smaller plot 

size, limited investment power and poor agricultural practices (such as using poor 

quality seedlings, unsustainable harvesting practices, inefficient farming, and poor 

data management practices). This results in smallholder yields generally being 

much lower than yields realized in industrial plantations. Certification processes 

combined with training of farmers can contribute to closing the yield gap between 

small and larger-scale producers. Examples in oil palm smallholders‘ production in 

Asia show that yields can increase by up to 3 ton/hectare per year after due 

guidance to work in conformity with RSPO criteria. 

Improved health & safety 

 

Sustainability certification schemes for agricultural production generally include 

criteria related to health and safety issues, such as the management, use and 

storage of chemicals, care for water quality and respectable labor conditions. 

Complying with certification standards, resulting – for example – in reduced and 

more responsible use of pesticides, may therefore have a positive impact on the 

health of farmers, their workers and surrounding communities. 

 

Improved farm management/access to training (including e.g. potential 

yields increase) 

 

Access to technical support 

Many smallholders are not sufficiently skilled to independently implement practices 

required to comply with sustainability standards (for example, in terms of the 

implementation of Good Agricultural Practices and labor standards, record-

keeping, and quality control). Participation in certification processes may create 

access to technical advice on sustainable and more efficient production, and 

support on agricultural techniques, that before may not have been available or too 

costly to be provided to smallholders. Capacity building may also enable a 

smallholder to move into processing or selling into higher value specialty markets, 

thus creating more value from production. In addition, better agricultural practices 

may improve the resilience of farmers with regard to varying production 

circumstances, e.g. resulting from climate change (periods of drought and heavy 

rain). 
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Improved resource and environmental management 

Training and complying with sustainability criteria often results in the farmer 

changing his agro-technical techniques, addressing pollution and minimizing non-

essential use of inputs, which may result in various agro-ecological benefits such 

as reduced erosion, reduced salinization, more efficient water use, etc. This is 

especially important in the context of rising scarcity of natural resources such as 

water, and degradation of ecosystems (impacting on yields).  

 

Access to information and communication technologies 

Participation in a certification process can facilitate the use of information and 

communication technologies that reduce information asymmetries between small- 

and larger-scale producers by providing information to smallholders. The use of 

handheld technologies and web-based software systems can support the farmer in 

his work. An example is an application that can provide data to help farmers 

choose the right fertilizer for their soil type, resulting in a reduced but more 

effective use which saves money, prevents erosion and salinization, protects soil 

fertility and benefits the local environment.  

 

Empowerment through a higher level of organization 

 

The involvement of smallholders in certified supply chains generally implies that 

they need to become organized in order to be able to comply with the certification 

criteria. For example in cooperatives, associations or societies. Potential benefits 

of organization are reduced costs for certification (group certification), joint 

purchase of seeds and fertilizer, and better access to formal markets and services 

such as technical services and training. Moreover, effective organization could 

offer an opportunity to individual producers to obtain better information about 

global prices and take collective positions on price (thus strengthening their 

bargaining position and ensure that they obtain the best possible price for their 

products), create links with other players in the supply chain and identify 

opportunities for adding value. 

 

Access to markets 

 

More and more markets ask for a sustainability certificate as a requirement to 

access the market. This is often a reply to pressure on market parties to show 

socially and environmentally sustainable behavior in order to maintain resources 

for next generations to come. This is especially true for the European bio-energy 

market. Certification may also result in a securer/deeper/trusted relationships with 

the buyer, which means that he is more likely to come back for the next harvest. 

Such an ‗embedded guarantee‘ for smallholders they will sell again may result in 

higher investments in farm quality. 
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Access to credit 

 

A potentially positive economic impact of complying with a certification scheme is 

increased access to credit, since a sustainability certification generally increases 

the farmer‘s credibility in terms of his performance and produced output. A point 

of entry for access to credit could come from banks/ other financial institutions, 

more particularly if they are known for allocating investments in rural 

development. The certification system itself could also provide support in this field. 

Under FLO-CERT standards (Fairtrade system), for example, the pre-financing of 

production by buyers is an important potential benefit for small producers. Pre-

financing could pose a risk on the buyer/ investor. In the case of jatropha 

production, for example, the crop only produces fruit after 3-5 years, so pre-

financing here means that it will take several years before the output is known. 

 

License to operate 

 

Certification systems help farms to improve in terms of communication with 

surrounding people, labor management, etc. This helps, inter alia, to discuss and 

mitigate potentially negative effects on surrounding farms that may be involved in 

other activities (e.g., the dehydration that goes with palm oil production vis-à-vis 

high water levels needed for rice production; or pollution and pesticide effluents in 

soy production affecting communal water resources). As such, it helps to create 

benefits for the rest of the village and village ecology around the smallholder‘s 

production, and to alleviate, prevent and manage some of the potential negative 

impacts of the farmer‘s production. This may create a local license to operate for 

the smallholder in question. Moreover, an improved standard of living in rural 

areas is important to avoid workers and families leave to urban areas where they 

can make more money. A trend still going on and an important long term threat to 

both rural society and companies needing long term stable supply. 
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ANNEX IV: BUSINESS BENEFITS & OPPORTUNITIES 

Increasing sourcing potential and security of supply 

 

An important, general reason to include smallholders in a company‘s supply chain 

is the sourcing potential. Companies increasingly recognize the sourcing potential 

of smallholder-based supply chains. Shortages are being predicted for an 

increasing number of crops. In other words, companies need new sources to 

secure their supply (in terms of, inter alia, volume, quality, timing, and stable 

prices) and thus new suppliers need to be found, including smallholders. 

Smallholders could be attractive (new) suppliers given their high yield potential. 

Contrary to larger-scale producers, smallholders can often double or triple their 

yields compared to today‘s production. In addition, sourcing from smallholders 

diversifies the portfolio of suppliers. This creates opportunities for a more reliable 

and consistent flow of supply, from a wider geographic coverage over time, 

thereby spreading risk from a market point of view. 

Creating a social license to operate 

 

While, in general, economic arguments still constitute the most important reason 

for investing in suppliers, an increasing number of companies include social 

motivations in their business models: a wish to avoid conflicts and have good local 

relations. The combination of a potentially competitive advantage (improved 

sourcing potential when sourcing from smallholders) with a contribution to rural 

development through connections with smallholder suppliers is of growing interest 

to a range of companies. A contribution to rural development may increase local 

support for the company‘s business activities and investments are more likely to 

create positive spin-off for the longer term in case there is a local social license to 

operate. This license to operate also relates to the ability of a company to obtain 

government approval for various activities, and/or to streamline other 

bureaucratic processes, or to avoid strikes, protests, etc. 

Meeting a specific market demand 

 

Several markets show a particular preference for certified produce. In the case of 

the cocoa sector, for example, the market increasingly demands a certified end-

product (chocolate). As such, market demand constitutes an argument to focus on 

certification. As a result, in sectors where smallholders represent the majority of 

farmers, companies are supporting smallholders  to meet certification criteria and 

become certified. As the market for certified products grows, there is a need for 

increased (certified) supply. Since smallholders are potentially attractive new 

suppliers, a growing number of smallholders may become certified.  

Improving agricultural practices 

 

Working with smallholders can be a deliberate choice. Since certification means 

that a farmer has to meet specific criteria, including (in most certification 

schemes) better agricultural practices, certification can serve as a tool/ guidance 

for smallholders to increase yields and become more competitive. Both the farmer 

and the company benefit from this situation. 
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Strengthening the social license to operate 

 

Certification may offer companies with the means to enhance their social license to 

operate, especially when the certification is accepted by local actors as a 

contribution to a sustainable local development. Moreover, some companies 

regard certification as an instrument to increase the credibility of their 

commitment to ‗sustainable procurement‘. 

Improving risk management (certification is a way to bind smallholders) 

 

Shareholders and institutional investors as well as consumers increasingly require 

wholesalers and retail companies to be accountable for their social and 

environmental performance. Once a company is in the spotlight of NGOs or the 

public for negative issues, it can suffer significant reputational risks when 

violations are being discovered. Sourcing from certified smallholders may 

contribute to improving a company‘s image. Furthermore, companies are 

increasingly motivated to support certification as part of broader CSR to attract 

and retain talented staff, and to have greater worker satisfaction and productivity 

– especially regarding younger professional workers. In addition to ‗binding‘ 

talented staff, certification is a way to bind smallholders, that is to ensure the 

continued supply yet to also ensure they will not easily walk away or disappear. 

This binding does not happen through the certificate itself but through the contract 

agreement that goes with it. 
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