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Resumen

El panorama global está cambiando, y esto influye sobre la forma en la que entendemos y

tratamos de alcanzar un desarrollo humano sostenible. El crecimiento de la población

conlleva una mayor presión sobre los recursos, pero también supone una mayor cantidad

de mano de obra y de talento; la concentración en áreas urbanas está cambiando las

dinámicas sociales y desafiando los canales de comercialización tradicionales, pero tam-

bién genera nuevos mercados y fomenta la innovación; los cambios en la economía glob-

al están reduciendo los tradicionales desequilibrios de poder entre los países occidentales

y el resto del mundo; y las crecientes interconexiones crean nuevos riesgos pero también

oportunidades para lanzar iniciativas de alcance global. Todas estas tendencias nos están

obligando a repensar qué es el desarrollo humano y de qué manera deberíamos afrontar

el reto de la pobreza.

Es comúnmente aceptado que la globalización implica interdependencia y que, para con-

seguir un desarrollo humano sostenible, la colaboración entre actores de distintos ám-

bitos es necesaria. Se observa una creciente convergencia de temas, intereses y soluciones

en torno al desarrollo sostenible, incluso en diferentes países y sectores, lo que está facili-

tando la colaboración estratégica entre empresas, gobiernos y sociedad civil.

Existen pocas duda a día de hoy sobre el papel fundamental que las empresas deben de-

sempeñar en la transición mundial hacia la sostenibilidad ambiental y la erradicación de la

pobreza. Las empresas están evolucionando desde un enfoque tradicional centrado en la

maximización de beneficios económicos hacia un enfoque holístico que integra la

sostenibilidad y la responsabilidad social como parte del núcleo de negocio de las com-

pañías. En el ámbito medioambiental, muchas empresas ya han comenzado a actuar y

tratan de reducir sus emisiones, sus desechos y su consumo de energía. Sin embargo la

contribución de las empresas a la reducción de la pobreza no está tan clara.

Actualmente en torno a 1,2 miles de millones de personas viven en situación de extrema

pobreza. La mayoría de estas personas aún vive en zonas rurales donde la mayor parte de

la población activa trabaja en el sector agrícola. Por lo tanto, mejorar las oportunidades y

reducir los riesgos de los productores más vulnerables en el sector de la agricultura puede

ser un motor de desarrollo rural y reducción de la pobreza, especialmente en países de
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bajo nivel de desarrollo cuyas economías están fundamentalmente basadas en la

agricultura.

Algunas empresas comienzan a incluir a los pobres en sus operaciones como consum-

idores, proveedores y emprendedores. Esta tesis se centra en las potenciales oportu-

nidades relacionadas con la incorporación sostenible de los pobres como proveedores de

productos y/o de mano de obra. La colaboración entre empresas y productores vulnera-

bles de países en desarrollo es un tema relativamente nuevo y todavía poco estudiado. La

pregunta que guía esta tesis es: “¿Cómo pueden las empresas facilitar la inclusión

sostenible en cadenas de suministro de productores vulnerables de los países menos

desarrollados?”.

Para responder a la pregunta anterior, la autora ha aplicado una metodología de casos de

estudio. Esta metodología se considera apropiada porque la investigación sobre cadenas

de suministro inclusivas es todavía escasa y porque es necesario entender en profundidad

un fenómeno de la vida real, y para ello es fundamental conocer su contexto.

En primer lugar, se realiza una revisión de literatura para identificar las proposiciones y

los constructos teóricos que guiarán la posterior recogida de datos. La revisión de litera-

tura se divide en dos partes: una más general que explora la dimensión social de la

sostenibilidad en cadenas de suministro, y una más específica que se centra en la incorpo-

ración de los pobres como proveedores en cadenas de suministro.

A lo largo de la última década, ha habido un crecimiento exponencial de los estudios

académicos sobre la sostenibilidad de las cadenas de suministro, pero la mayoría de los

esfuerzos se han dirigido hacia la dimensión medioambiental de la sostenibilidad. Por lo

tanto la revisión de literatura, que se presenta en la Sección 3.1 (página 35) y que profun-

diza en la sostenibilidad social de las cadenas de suministro, puede considerarse una con-

tribución en sí misma. Esta revisión de literatura revela que la investigación sobre aspec-

tos sociales en cadenas de suministro está cobrando impulso en distintas áreas de

conocimiento, principalmente en los ámbitos de investigación sobre “gestión de cadenas

de suministro”, “responsabilidad social corporativa” y “estudios del desarrollo”. La in-

vestigación existente sobre sostenibilidad social de cadenas de suministro se centra en

tres temas: aclarar la definición de sostenibilidad social; analizar la implementación de es-

trategias de sostenibilidad social en cadenas de suministro; y estudiar el apoyo de las em-

- ii -



presas líderes a proveedores vulnerables para facilitar su transición hacia la sostenibilidad.

Un marco conceptual que resume los principales hallazgos de esta primera parte de la re-

visión de literatura es planteado en la Figura 7 (página 48).

No obstante, en el área de investigación que está emergiendo en torno a la sostenibilidad

social de las cadenas de suministro, los estudios relacionados con la reducción de la po-

breza son aún escasos. Además se aprecia una falta de contribuciones desde y sobre los

países menos desarrollados, así como una clara tendencia a reflejar la visión de las empre-

sas líderes de las cadenas de suministro, olvidando la perspectiva de los proveedores. 

La segunda parte de la revisión de literatura presentada en la Sección 3.2 (página 51) pro-

fundiza en tres líneas de investigación que exploran, desde distintas perspectivas, la in-

clusión de los pobres en cadenas de suministro. Estas líneas son “Global Value Chains”

(GVC), “Base of the Pyramid” (BoP) y “Sustainable Supply Chain Management”

(SSCM).

La investigación en GVC analiza las cadenas de suministro desde la perspectiva de la

globalización económica y el comercio internacional, poniendo especial énfasis en las im-

plicaciones para los países en desarrollo y las comunidades vulnerables. GVC caracteriza

las cadenas de suministro según la forma en la que son gobernadas, las oportunidades de

mejora que existen para los productores que forman parte de la cadena y el grado de in-

clusión o exclusión de las comunidades más pobres y vulnerables.

La investigación en BoP explora las relaciones comerciales entre empresas y comu-

nidades pobres. La premisa fundamental del concepto BoP es la posibilidad de combinar

la generación de beneficios con la reducción de la pobreza. La propuesta original es que

mediante la venta de productos y servicios a las comunidades pobres de países en desar-

rollo, la pobreza puede ser reducida al tiempo que las empresas incrementan sus benefi-

cios, especialmente las grandes empresas multinacionales. Esta idea ha ido evolucionando

y, a día de hoy, los investigadores BoP consideran la incorporación de los pobres no sólo

como consumidores sino también como empleados, proveedores y co-creadores.

La investigación en SSCM ha estado fundamentalmente orientada al estudio de la dimen-

sión medioambiental de la sostenibilidad de cadenas de suministro. Sin embargo, la cre-

ciente externalización de la producción a países en desarrollo y las demandas de los gru-

pos de interés para que las empresas aborden todos los aspectos de la sostenibilidad han
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llevado a los académicos de SSCM a reconocer la importancia de integrar asuntos relacio-

nados con la reducción de la pobreza en sus investigaciones. Algunos estudios comien-

zan a apuntar los principales retos a los que se enfrentan las empresas para colaborar con

productores vulnerables en sus cadenas de suministro. Estos retos son: falta de comuni-

cación, altos costes de transacción y el incremento de la complejidad de las operaciones.

Las contribuciones de estas tres líneas de investigación son complementarias para el estu-

dio de las cadenas de suministro inclusivas. Sin embargo, raramente han sido consider-

adas conjuntamente, ya que pertenecen a ámbitos de conocimiento distintos. Esta tesis

integra las aportaciones de GVC, BoP y SSCM en un marco conceptual para la creación y

gestión de cadenas de suministro inclusivas.

Este marco conceptual para cadenas de suministro inclusivas queda representado en la

Figura 9 (página 68). El marco conceptual refleja las motivaciones que llevan a las empre-

sas a colaborar con productores vulnerables, los retos a los que se enfrentan al hacerlo, y

los caminos o estrategias que están siguiendo para construir y operar cadenas de sumin-

istro inclusivas de manera que sean beneficiosas tanto para la empresa como para los

productores vulnerables. 

A fin de validar y refinar el marco conceptual propuesto, tres casos de estudio se llevan a

cabo. Las cadenas de suministro analizadas por los casos de estudio pertenecen al sector

agrícola y sus principales proveedores se encuentran en países de África subsahariana.

Múltiples métodos de recolección de datos y triangulación son utilizados para mejorar la

fiabilidad de los datos. La autora desarrolló trabajos de campo en Senegal, Etiopía y Tan-

zania. Estos viajes permitieron enriquecer el proceso de recogida de información medi-

ante entrevistas semiestructuradas y conversaciones informales con los principales ac-

tores de la cadena de suministro y mediante la observación directa de los procesos y las

interacciones entre productores vulnerables y empresas.

El Caso de estudio A (Sección 5.1 en página 96) es un caso de estudio único. Analiza la

cadena de suministro local de verduras en Senegal. La organización focal es Manobi, una

empresa senegalesa que provee servicios de bajo coste a emprendedores locales del sec-

tor agrícola. El Caso de estudio A proporciona un interesante análisis del funcionamiento

de una cadena de suministro local en un país en desarrollo y muestra como la provisión

de servicios profesionales puede mejorar el desempeño de productores vulnerables.
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El Caso de estudio B (Sección 5.2 en página 122) es un caso de estudio único. Analiza la

cadena de suministro global de flor cortada con origen en Etiopía. La organización focal

es EHPEA, la Asociación Etíope de Productores y Exportadores Hortícolas, cuya misión

es promover y salvaguardar la posición competitiva del sector agrícola etíope en el mer-

cado global. El Caso de estudio B ayuda a comprender mejor la perspectiva de los

proveedores respecto a los requerimiento de sostenibilidad del mercado global. También

muestra cómo la inclusión de los productores en el proceso de desarrollo de un estándar

privado facilita su implementación posterior.

El Caso de estudio C (Sección 5.3 en página 143) es un caso de estudio múltiple. Analiza

la cadena de suministro global de café especial con origen en Tanzania. Las organiza-

ciones focales son comerciantes que conectan de manera directa a pequeños agricultores

de café en países en desarrollo con empresas tostadoras de café en países desarrollados.

El Caso de estudio C muestra cómo un pequeño agricultor puede proveer un producto

“premium” al mercado global, y participar en un segmento diferenciado del mercado a

través de una cadena de suministro transparente y eficiente.

Las aportaciones empíricas de los casos de estudio ayudan a validar y mejorar el marco

conceptual sobre cadenas de suministro inclusivas (ver discusión en el Capítulo 6 en

página 170). El resultado es la propuesta de una nueva versión del marco conceptual rep-

resentado en la Figura 40 (página 195). Los casos de estudio también proporcionan in-

teresantes aportaciones en relación a la gestión de cadenas de suministro inclusivas y

muestran las perspectivas de distintos actores implicados.

Esta tesis arroja luz sobre el papel de las empresas en la creación y la gestión de cadenas

de suministro inclusivas llevando a cabo una revisión de literatura multidisciplinar y anal-

izando tres casos de estudio en países africanos. Como resultado, esta tesis presenta una

serie de contribuciones empíricas y teóricas al ámbito de investigación emergente en

torno a las cadenas de suministro inclusivas (Capítulo 7). Esta tesis también pretende ser

útil a profesionales que deseen facilitar la incorporación de los pobres como proveedores

en condiciones justas y beneficiosas.
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Abstract

The global outlook is changing, and this is influencing the way we understand and try to

achieve sustainable human development. Population growth entails increasing pressure

over resources, but it also provides greater workforce and talent; concentration in urban

areas is changing social dynamics and challenging traditional marketing channels, but also

creating news markets and driving innovation; the global economy shift is rebalancing

the traditional power imbalance between Western countries and the rest of the world,

making new opportunities to arise; and interconnections and global interdependence cre-

ate new risks but also opportunities for launching initiatives with a global reach. All these

trends are impelling us to rethink what development is and in which way poverty allevia-

tion should be approached.

It is generally agreed that globalization implies interdependence and, in order to achieve

sustainable human development, collaboration of all actors is needed. A convergence of

issues, interests and solutions related to sustainable development is being observed

across countries and sectors, encouraging strategic collaboration among companies, gov-

ernments and civil society. 

There is little doubt nowadays about the crucial role of the private sector in the world’s

path towards environmental sustainability and poverty alleviation. Businesses are

evolving from a “business as usual” stance to a more sustainable and responsible ap-

proach. In the environmental arena, many companies have already “walk the talk”, im-

plementing environmental management systems and trying to reduce emissions and ener-

gy consumption. However, regarding poverty alleviation, their contribution is less clear. 

There are around 1.2 billion people living in extreme poverty. Most of this people still

live in rural areas where the agricultural sector employs a big part of the active popula-

tion. Therefore, improving opportunities and reducing risks for vulnerable producers in

the agri-food sector can be a primary engine of rural development and poverty allevia-

tion, particularly in the poor, agriculture-based economies of least developed countries. 

Some companies are beginning to include the poor into their operations as consumers,

suppliers and entrepreneurs. This thesis focuses specifically on the potential opportuni-

ties related to the sustainable incorporation of the poor as suppliers of products and/or
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labor. Business collaboration with vulnerable producers in developing countries is a rela-

tively new trend and it is still understudied. The overall question guiding this thesis is:

“How can businesses facilitate the sustainable inclusion of vulnerable producers from

least developed countries into supply chains?”. 

In order to answer the research question, the author has applied a case study research

strategy. This methodology is considered appropriate because research about inclusive

supply chains is still at an early stage, and because there is a need to understand a real-life

phenomenon in depth, but such understanding encompasses important contextual

conditions. 

First, a literature review is conducted, in order to identify the research propositions and

theoretical constructs that will guide the data collection. The literature review is divided

in two parts: a more general one that explores the social dimension of sustainability of

supply chains, and a more specific one that focuses on the incorporation of the poor as

suppliers in supply chains.

During the last decade, there has been an exponential growth of studies in the field of

supply chain sustainability, but research efforts have traditionally been directed towards

the analysis of the environmental dimension. Therefore, the literature review presented

in Section 3.1 (page 35) that delves into social sustainability of supply chains can be con-

sidered a contribution in itself. This literature review reveals that the investigation of so-

cial issues in supply chains is gaining momentum and comes from different academic dis-

ciplines, namely Supply Chain Management, Corporate Social Responsibility and

Development Studies. Existing research about social sustainability of supply chains fo-

cuses on three issues: clarify the definition of social sustainability; analyze the implemen-

tation of social sustainability strategies in supply chains; and study lead companies’ sup-

port to vulnerable suppliers in their transition towards sustainability. A conceptual

framework that outlines the main findings that emerge from this first part of literature re-

view is proposed in Figure 7 (page 48).

Nevertheless, in this nascent field of social sustainability of supply chains, studies related

to poverty alleviation are still scarce. Moreover, a lack of contributions from and about

least developed countries has been observed, as well as a tendency to reflect on the lead

firms’ standpoint, neglecting the suppliers’ perspective. 
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The second part of the literature review (Section 3.2 in page 51) delves into three re-

search streams that are exploring the inclusion of the poor into supply chains from dif-

ferent viewpoints. These research streams are Global Value Chains (GVC), Base of the

Pyramid (BoP) and Sustainable Supply Chain Management (SSCM). 

GVC research discusses the dynamics of economic globalization and international trade,

putting special emphasis in the implications for developing countries and vulnerable

communities. GVC characterizes supply chains by the way they are governed, the up-

grading opportunities that exist for producers in the chain and the degree of inclusion or

exclusion of impoverished communities. 

BoP research explores trading relationships between businesses and impoverished com-

munities. The core premise of the BoP concept is the possibility to combine profits with

poverty alleviation. The original BoP proposition is that by marketing innovative prod-

ucts and services to poor communities in developing countries, poverty would be

reduced and companies would increase their benefits, especially multinational companies.

This idea has evolved to consider the incorporation of the poor to business activities not

only as consumers, but also as employees, entrepreneurs and co-creators. 

The SSCM school of thought has mainly focused on studying the environmental dimen-

sion of supply chain sustainability, neglecting the consideration of the social perspective.

However, in recent years, increasing outsourcing of production to developing countries

and stakeholders’ demands for a more holistic approach to business sustainability have

led SSCM scholars to acknowledge the importance of integrating poverty concerns in

this field’s research agenda. Some SSCM studies identify the main operational challenges

for companies which engage with vulnerable suppliers in their supply chains: missing

communication, higher transactional and operational costs and increased complexity. 

Contributions from these three research streams are complementary for the study of in-

clusive supply chains. However, they have been rarely considered together, since they be-

long to different research areas. This thesis seeks to play a dovetailing role in this

scenario by proposing a conceptual framework for creating and operating inclusive sup-

ply chains that builds on contributions from GVC, SSCM and BoP research.

This framework for inclusive supply chains is depicted in Figure 9 (page 68), and explains

the motivations that drive businesses to collaborate with vulnerable suppliers, the chal-
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lenges they face in doing so, and the pathways they are following in order to build and

operate inclusive supply chains profitably for both buying companies and vulnerable

suppliers. 

In order to validate and refine the proposed framework, three case studies are carried

out. The supply chains analyzed by the case studies belong to the agri-food sector and

source from Sub-Saharan African countries. Multiple data collection methods and trian-

gulation are used in order to improve reliability of findings. The author carried out field

work in Senegal, Ethiopia and Tanzania. These travels enriched the data collection

process, providing semi-structured interviews and informal conversations with the main

actors in the supply chains, as well as direct observation of processes and interactions

among companies and vulnerable suppliers. 

Case study A (Section 5.1 in page 96) is a single case study. It analyzes a local supply

chain in Senegal providing vegetables to the local market. The focal organization is

Manobi, a Senegalese inclusive business which provides affordable ICT services to local

entrepreneurs in the agri-food sector. Case study A provides interesting insights into the

dynamics of local supply chains and how professional services can help to improve their

performance.

Case study B (Section 5.2 in page 122) is a single case study. It analyzes a global supply

chain with origin in Ethiopia providing cut flowers to the global commodity market. The

focal organization is EHPEA, Ethiopian Horticulture Producers and Exporters Associa-

tion, whose mission is to promote and safeguard the competitive position of the

Ethiopian horticulture sector within the global market. Case study B helps to better un-

derstand the suppliers’ perspective regarding global market sustainability requirements

and shows how the inclusion of suppliers in the process of development of a private

standard has a positive impact in its implementation.

Case study C (Section 5.3 in page 143) is a multiple case study. It analyzes a global supply

chain with origin in Tanzania providing coffee to the global niche market of specialty

coffee. The focal organizations are traders who are directly connecting smallholder cof-

fee farmers in developing countries to coffee roasters in developed countries. Case study

C shows how smallholder farmers can supply a premium product and be incorporated in

a differentiated market segment through a transparent and efficient supply chain. 

- ix -



The empirical findings from the case studies help to validate and refine the conceptual

framework (see discussion in Chapter 6). The proposal of a new version of the conceptu-

al framework is depicted in Figure 40 (page 195). The case studies also provide interest-

ing insights related to the management of inclusive supply chains and show the perspec-

tives of the different actors involved.

This thesis sheds some light on the role of businesses in the creation and operation of in-

clusive supply chains by carrying out a cross-disciplinary literature review and analyzing

three case studies in African countries. In doing so, this thesis presents a series of theo-

retical and empirical contributions to the emerging academic field of inclusive supply

chains (Chapter 7). This thesis also intends to be useful to practitioners willing to im-

prove the incorporation of the poor as suppliers in fair and profitable conditions.

- x -



Table of contents
Resumen i.....................................................................................................................................................
Abstract vi.....................................................................................................................................................
Table of contents xi.......................................................................................................................................
List of figures xiv...........................................................................................................................................
List of tables xv.............................................................................................................................................
Glossary xvi..................................................................................................................................................

1. INTRODUCTION AND OVERVIEW 1........................................................................................................
1.1. Prelude 2............................................................................................................................................
1.2. Motivation of the research 4...............................................................................................................

1.2.1. Practical motivation 4..................................................................................................................
1.2.2. Academic motivation 6................................................................................................................
1.2.3. Personal motivation 7..................................................................................................................

1.3. Research aim and questions 8..........................................................................................................
1.4. Aligning concepts 9...........................................................................................................................
1.5. Methodological approach 11.............................................................................................................
1.6. Structure of the thesis 12...................................................................................................................

2. FRAMING THE CONTEXT 15....................................................................................................................
2.1. The world we live in 16.......................................................................................................................
2.2. Transitions towards sustainability 19..................................................................................................
2.3. Business and development 23...........................................................................................................
2.4. Inclusive markets to alleviate rural poverty 25...................................................................................
2.5. Chapter conclusion 31.......................................................................................................................

3. REVIEWING THE LITERATURE AND PROPOSING A FRAMEWORK 33..................................................
3.1. The literature review: social sustainability of supply chains 35..........................................................

3.1.1. Literature review: methodology 35..............................................................................................
3.1.2. Literature review: descriptive analysis 38....................................................................................
3.1.3. Literature review: content analysis 42.........................................................................................
3.1.4. Literature review: a framework for presenting the findings 47....................................................

3.2. The focus: inclusive supply chains 51...............................................................................................
3.2.1. A multidisciplinary approach to inclusive supply chains 52.......................................................
3.2.2. Global Value Chains (GVC) 53....................................................................................................
3.2.3. Bottom of the Pyramid (BoP) 57..................................................................................................
3.2.4. Sustainable Supply Chain Management (SSCM) 62...................................................................

3.3. The emerging framework 67..............................................................................................................
3.3.1. Discussing the framework for inclusive supply chains 68...........................................................
3.3.2. The gaps 74.................................................................................................................................

3.4. Chapter conclusion 77.......................................................................................................................

4. METHODOLOGY 79.................................................................................................................................
4.1. Methodology overview 80..................................................................................................................
4.2. Research philosophy 81....................................................................................................................
4.3. Research design 83...........................................................................................................................
4.4. Research scope 84............................................................................................................................
4.5. Case study selection criteria 85.........................................................................................................
4.6. Data collection 86..............................................................................................................................

- xi -



4.7. Data analysis 87.................................................................................................................................
4.8. Challenges 89....................................................................................................................................
4.9. Chapter conclusion 91.......................................................................................................................

5. CASE STUDIES: DESCRIPTIONS 93........................................................................................................
5.1. Case study A: Local vegetable supply chain 96...............................................................................

5.1.1. Case study A overview 97...........................................................................................................
5.1.2. Primary data collection 97...........................................................................................................

5.1.2.1. The country: Senegal 97.......................................................................................................
5.1.2.2. Methods and sources 98......................................................................................................

5.1.3. The context 99.............................................................................................................................
5.1.3.1. The fresh vegetable industry 99...........................................................................................
5.1.3.2. The fresh vegetable supply chain 100..................................................................................

5.1.4. The case 107...............................................................................................................................
5.1.4.1. Focal organization 107..........................................................................................................
5.1.4.2. Motivation 107.......................................................................................................................
5.1.4.3. Action 108.............................................................................................................................

5.1.5. The output 112.............................................................................................................................
5.1.5.1. Empowering vulnerable producers 113................................................................................
5.1.5.2. Changing the distribution of value 117.................................................................................

5.1.6. Case study A conclusion 120......................................................................................................
5.2. Case study B: Global cut flower supply chain 122............................................................................

5.2.1. Case study B overview 123.........................................................................................................
5.2.2. Primary data collection 123.........................................................................................................

5.2.2.1. The country: Ethiopia 123.....................................................................................................
5.2.2.2. Methods and sources 124....................................................................................................

5.2.3. The context 125...........................................................................................................................
5.2.3.1. The floriculture industry 125..................................................................................................
5.2.3.2. The cut flower supply chain 127...........................................................................................

5.2.4. The case 130...............................................................................................................................
5.2.4.1. Focal organization 130..........................................................................................................
5.2.4.2. Motivation 130.......................................................................................................................
5.2.4.3. Action 132.............................................................................................................................

5.2.5. The output 136.............................................................................................................................
5.2.5.1. Empowering vulnerable producers 136................................................................................
5.2.5.2. Creating and implementing a private standard 138.............................................................

5.2.6. Case study B conclusion 141......................................................................................................
5.3. Case study C: Global coffee supply chain 143.................................................................................

5.3.1. Case study C overview 144.........................................................................................................
5.3.2. Primary data collection 144.........................................................................................................

5.3.2.1. The country: Tanzania 144....................................................................................................
5.3.2.2. Methods and sources 145....................................................................................................

5.3.3. The context 146...........................................................................................................................
5.3.3.1. The coffee industry 146........................................................................................................
5.3.3.2. The coffee supply chain 148.................................................................................................

5.3.4. The case 151...............................................................................................................................
5.3.4.1. Motivation 151.......................................................................................................................
5.3.4.2. Focal organizations 152........................................................................................................
5.3.4.3. Actions 157...........................................................................................................................

5.3.5. The output 161.............................................................................................................................

- xii -



5.3.5.1. Empowering vulnerable producers 161................................................................................
5.3.5.2. Changing the distribution of value 166.................................................................................

5.3.6. Case study C conclusion 168......................................................................................................

6. CASE STUDIES: CONTRIBUTIONS TO THE FRAMEWORK 170.............................................................
6.1. The poor as suppliers 171.................................................................................................................
6.2. Motivations 173..................................................................................................................................

6.2.1. Business opportunity 174............................................................................................................
6.2.2. Risk management 176.................................................................................................................
6.2.3. Social mission 177.......................................................................................................................

6.3. Challenges 177..................................................................................................................................
6.3.1. Transaction costs 178..................................................................................................................
6.3.2. Codifiability of information 179....................................................................................................
6.3.3. Cognitive dissonance 179...........................................................................................................
6.3.4. Supplier capability 181................................................................................................................

6.4. Pathways for the incorporation of the poor as suppliers 181.............................................................
6.4.1. Supply chain collaboration 182...................................................................................................
6.4.2. Supplier development 186..........................................................................................................
6.4.3. Non-traditional partners 190........................................................................................................
6.4.4. Private standards 192..................................................................................................................

6.5. The conceptual framework refined 195.............................................................................................
6.6. Chapter conclusion 197.....................................................................................................................

7. CONCLUSIONS, ORIGINAL CONTRIBUTIONS AND FURTHER RESEARCH 199..................................
7.1. Original contributions of this thesis 200.............................................................................................
7.2. Answering the research questions 202..............................................................................................
7.3. Practical implications 206..................................................................................................................
7.4. Limitations of the study 207...............................................................................................................
7.5. Further research avenues 208...........................................................................................................
7.6. Concluding thoughts 209...................................................................................................................

BIBLIOGRAPHY 211.....................................................................................................................................

APPENDICES 231.........................................................................................................................................
Appendix 1: List of articles analyzed in the literature review 232.............................................................
Appendix 2: Publications resulting from to this thesis 235.......................................................................

- xiii -



List of figures

Figure 1: Thesis outline 13............................................................................................................................
Figure 2: Business and social responsibility 24............................................................................................
Figure 3: Inclusive markets: concepts 29.....................................................................................................
Figure 4: Number of papers obtained per databases and search string 38................................................
Figure 5: Evolution over the years of the number of papers for each search string 39................................
Figure 6: Papers that discuss social issues among the total of papers from search string 3 40.................
Figure 7: Social sustainability of supply chains: framework 48....................................................................
Figure 8: A multidisciplinary approach to inclusive supply chains 52.........................................................
Figure 9: The conceptual framework for inclusive supply chains. Version 1.0 68........................................
Figure 10: Thesis methodological approach using the “Research Onion” 81..............................................
Figure 11: Screencapture of the analysis carried out with “dedoose” 89....................................................
Figure 12: BoP producer constraints framework 95.....................................................................................
Figure 13: Material flow of the Senegalese vegetable supply chain 102.....................................................
Figure 14: Financial flow of the Senegalese vegetable supply chain 104...................................................
Figure 15: Information flow of the Senegalese vegetable supply chain 105................................................
Figure 16: Information exchange in the supply chain before and after using Manobi’s services 109.........
Figure 17: The holistic solution proposed by Manobi 111............................................................................
Figure 18: Distribution of value at the potatoe supply chain - sale at farm gate 118...................................
Figure 19: Distribution of value at the potatoe supply chain - sale at rural market 118...............................
Figure 20: Distribution of value at the cabbage supply chain - sale at farm gate 118.................................
Figure 21: Distribution of value at the cabbage supply chain - sale at rural market 118.............................
Figure 22: Cut flowers main import-export flows in 2012 (not considering the Asian region) 127...............
Figure 23: African-European cut flower supply chain structure 129............................................................
Figure 24: Evolution of business entries and exports to the EU of the Ethiopian floriculture sector 131.....
Figure 25: Map of participants (by sector) in the “Ethiopian-Netherlands Horticulture Partnership” 133....
Figure 26: Main components and context of the code of conduct 134........................................................
Figure 27: The three levels of the code of conduct 135...............................................................................
Figure 28: Global coffee supply chain 148...................................................................................................
Figure 29: The coffee supply funnel 149......................................................................................................
Figure 30: Phases of the coffee industry (regarding quality) 151.................................................................
Figure 31: CB1 supply chain 153.................................................................................................................
Figure 32: CB2 supply chain 154.................................................................................................................
Figure 33: CB3 supply chain 155.................................................................................................................
Figure 34: Analysis of value distribution within CB1 supply chain 166........................................................
Figure 35: Analysis of value distribution within CB2 supply chain 167........................................................
Figure 36: Analysis of value distribution within CB3 supply chain 167........................................................
Figure 37: The conceptual framework 1.0 and its relation with the empirical findings 171..........................
Figure 38: Evolution of section “Motivations” in the conceptual framework 174..........................................
Figure 39: Evolution of section “Pathways” in the conceptual framework 182.............................................
Figure 40: The conceptual framework for inclusive supply chains. Version 2.0 195....................................

- xiv -



List of tables

Table 1: Search strings used in the structured keyword searches 38..........................................................
Table 2: Most repeated words in (keywords+title+abstract) of selected papers 41....................................
Table 3: GVC governance structures and their key determinants 54...........................................................
Table 4: Basic characteristics of the case studies 86..................................................................................
Table 5: Structure of the case studies 94.....................................................................................................
Table 6: Visits to Senegalese local markets 98.............................................................................................
Table 7: Focus groups 99.............................................................................................................................
Table 8: Semi-structured interviews 99.........................................................................................................
Table 9: Hindering factors in the Senegalese vegetable supply chain 106.................................................
Table 10: Improvement of the information flow due to Manobi’s service 110...............................................
Table 11: Examples of different situations in the commercialization of products 119..................................
Table 12: Sources of information and data collection methods in Case study B 125..................................
Table 13: Annual volume of cut flower exports of main African exporters 128............................................
Table 14: Sources of information and data collection methods in Case study C 145..................................
Table 15: Key features of the three case studies on coffee connecting businesses 156.............................
Table 16: Activities of connective businesses to reduce BoP producers’ constraints 165..........................
Table 17: Example of “cognitive dissonance” in the specialty coffee supply chain 180..............................
Table 18: Contributions of actors from different sectors to inclusive supply chains 191..............................

- xv -



Glossary

BoP Base (Bottom) of the Pyramid

CSO Civil Society Organization

CSR Corporate Social Responsibility

FOB Free On Board

GVC Global Value Chains

GDP Gross Domestic Product

ICT Information and Communication Technologies

IFAD International Fund for Agricultural Development 

IMD Inclusive Markets Development

ISC Inclusive Supply Chain

LCA Life Cycle Analysis

LDC Least Developed Countries

M4P Making Markets Work for the Poor

NGO Non-Governmental Organization

OECD Organization for Economic Co-operation and Development

SCM Supply Chain Management

SDG Sustainable Development Goals

SME Small and Medium Enterprise

SSCM Sustainable Supply Chain Management

UNDP United Nations Development Program

- xvi -



CHAPTER 1

 INTRODUCTION AND
OVERVIEW



1.1. Prelude

At the moment of writing this thesis, the post-2015 development agenda is being debat-

ed, businesses are (or try to be) more sustainable than ever before and much of the stuff

we own and consume is produced abroad, mainly in low and middle-income countries.

At first sight, these three issues might appear independent, but they are highly interrelat-

ed when we talk about reducing poverty. 

Poverty eradication is one of the greatest global challenges the world is facing today. As

stated by the Open Working Group for Sustainable Development Goals “poverty eradi-

cation, changing unsustainable and promoting sustainable patterns of consumption and

production and protecting and managing the natural resource base of economic and so-

cial development are the overarching objectives of and essential requirements for sustain-

able development” (Open Working Group, 2014). The post-2015 agenda builds on the

Millennium Development Goals and aspires to be the world’s roadmap towards a sus-

tainable future. However, eradicating poverty and achieving global social wellbeing with-

out trespassing the planetary boundaries (Raworth, 2012; Rockström, Steffen, & Noone,

2009) are enormous and complex challenges that can’t be tackled by one segment of so-

ciety alone. Collective action is required, therefore a call for global public-private-people

partnerships has been placed by the United Nations (High Level Panel of Eminent Peo-

ple, 2013).

Businesses are essential actors of our society, they are the main source of economic activ-

ity, create jobs, produce and sell items we need, and use natural and human resources to

do so. They can deliver great improvements to our society if they change their business-

as-usual approach and integrate social and environmental concerns into their operations.

Luckily, this transformation is already happening. Businesses begin to realize that mar-

kets can’t thrive in failing societies (Drucker, 1958), and they are increasingly aware of

how civil unrest, market malfunctions and ecological impacts can affect their bottom

line, even when they take place thousands of kilometers away from their headquarters.

Many businesses are embracing corporate social responsibility, engaging in sustainability

initiatives and even proposing pathways for a sustainable world (UN Global Compact,

2013; World Business Council for Sustainable Development, 2010). 
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The key role of businesses in the post-2015 agenda is “transforming markets from within

and making production, consumption and the allocation of capital more inclusive and

sustainable” (Ki-Moon, 2014). Supply chains are the networks created amongst different

organizations to produce, handle and distribute specific products and services. Therefore,

in order to achieve sustainable and inclusive markets, leading companies have to rethink

the management of their supply chains.  

Outsourcing production to developing countries, where regulation to protect workforce,

local communities and the environment is usually less restrictive, has increased social and

environmental risks in the supply chain. For example, the export-oriented production of

clothes in Bangladesh, flowers in Kenya or palm oil in Indonesia are essential for the

economies of these countries. However inadequate working conditions, pollution and

overexploitation of local natural resources led to big scandals such as the death of more

than a thousand workers in the collapse of the Rana Plaza building in Bangladesh, the ex-

treme deterioration of the Lake Naivasha ecosystem in Kenya and the deforestation of

millions of hectares of rainforest in Indonesia. These events damaged the reputation of

the companies leading those supply chains and compelled them to act, by switching sup-

pliers and/or creating and enforcing codes of conduct and sustainability standards. In or-

der to contribute to a sustainable world, companies should respect the global sustainabili-

ty principles in their own operations but also collaborate with their supply chain partners

in order to fulfill the “do not harm” imperative throughout the whole supply chain (Rug-

gie, 2011).

Some companies are going beyond the “do not harm” principle by adopting a more

proactive role in the creation of inclusive markets and supply chains. A supply chain is

inclusive when it incorporates vulnerable actors from developing countries in fair and

sustainable conditions. Business sustainability leaders begin to take actions oriented to in-

tegrate poor communities into formal markets either by offering products and services

specifically oriented to fulfill their needs, or by facilitating their incorporation in supply

chains as workers, distributors or suppliers. Although the idea of selling products to the

poor has its advocates (Prahalad, 2004; Prahalad & Hart, 2002; Prahalad & Hammond,

2002) and its opponents (Karnani, 2005; Karnani, 2007), the development of pro-poor

inclusive supply chains is generally considered an effective strategy to improve liveli-

hoods (Karnani, 2011; London & Hart, 2010; Ton & Bijman, 2006). Moreover it con-
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verges with the international development efforts to make markets work for the poor

and strengthen value chains in developing countries (GTZ, 2008; Springfield Centre,

2008; Humphrey & Navas-Alemán, 2010), and development actors begin to appreciate

the potential and opportunities of collaborating with the private sector.   

In short, reducing poverty is one of the biggest challenges our world is facing and busi-

nesses have a role to play, especially by making production and consumption more sus-

tainable and inclusive. Around 1.2 billion people are currently living in extreme poverty

(under $1.25 a day) worldwide (Malik, 2014) and, despite the urbanization trend, most of

them still live in rural areas where small-scale farming and seasonal work are the main

sources of income. Therefore, allowing rural farmers to benefit from sustainable and sus-

tained access to the markets might have a great impact in poverty alleviation. 

This thesis sets out to explore the various pathways businesses are following to develop

inclusive supply chains, and their potential to improve the opportunities and livelihoods

of vulnerable rural producers in low income countries. 

This introductory chapter seeks to justify the focus of this thesis by offering a number of

initial clarifications about the reasons that motivated the research, its purpose and its

scope. The final part of this chapter provides a guide to the reader, outlining the struc-

ture and flow of the thesis.

1.2. Motivation of the research

1.2.1. Practical motivation

The international development system aims to spread prosperity and reduce poverty

worldwide, with a special focus in low and middle income countries. As it was outlined in

the preceding section, three quarters of the poorest people in the world live in rural areas

of developing countries and their livelihoods depend on agriculture. Therefore, this re-

search builds on the widespread idea that rural producers can improve their livelihoods

when having a better access to markets, where they can sell their products and/or their

labor in fair and profitable conditions.  
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In the actual global context, businesses have an important role to play if this aim is to be

achieved. Many businesses have relocated their activities to developing countries looking

for growing competitiveness through lower labor costs and, at the same time, they are

trying to tap into these new emerging markets. Therefore, companies are working with a

pool of clients and suppliers which is increasingly diverse and scattered throughout the

globe. As supply chains become more complex and widespread, new opportunities but

also risks are emerging. 

A better informed society is increasingly demanding and monitoring companies’ respon-

sible behavior (Seuring, Sarkis, Müller, & Rao, 2008), not only within the firm’s field of

action but also along its entire supply chain (Lee & Kim, 2009). This is especially chal-

lenging for companies operating in least developed countries (LDC), selling to or sourc-

ing from vulnerable communities. Business managers often feel lost about how to in-

troduce poverty concerns in their supply chain management agenda, as well as how to

assess the associated risks and opportunities. Companies working with the poor usually

need to innovate and rethink their products and services, their processes and their part-

nerships, to thrive in this challenging contexts.

On the other side of the coin, traditional actors from the international development sys-

tem - NGOs, development bilateral and multilateral agencies, national governments, uni-

versities - have been working for years to improve poor producers’ access to the market.

Rural producers in developing countries face many barriers that prevent them from parti-

cipating in the market in fair and profitable conditions. Weak capacities, market failures,

scarcity and low quality of available information, lack of access to financial services, poor

infrastructures as well as other structural problems, condemn many smallholder farmers

to live in a circle of poverty and increased vulnerability. Nevertheless one of the most

important challenges is to achieve sustainable market linkages. In order to build effective

and long-term market linkages, the collaboration of businesses in the supply chain is

essential. 

Both worlds, the private sector and the international development system, are finding

common ground and opportunities for fruitful collaboration in different areas related to

sustainability and poverty alleviation (see Section 2.3 in page 23). Building inclusive sup-

ply chains is a particularly promising field for collaboration among traditional develop-

ment actors and businesses since their objectives can be easily aligned and both groups
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present complementary competences and experiences that are valuable to improve inclu-

siveness of supply chains.

In conclusion, increasingly more businesses have the motivation and the resources to

contribute to sustainable development in a meaningful way, and their role in creating a

sustainable global production and consumption system is crucial to reduce poverty and

inequality. Businesses can develop and implement supply chain strategies to facilitate and

improve the inclusion of vulnerable actors into the markets, and the collaboration of tra-

ditional development actors can be a valuable help. 

1.2.2. Academic motivation

The business and development arena, particularly regarding the role of private companies

in enabling the access of vulnerable suppliers to the markets, is gaining importance in the

practitioners’ world. But this increasing interest has been only timidly reflected in acade-

mic research. 

On the one hand, academics in development studies have dedicated ample research en-

deavors to study the best ways of reducing the market access constraints faced by rural

producers in developing countries, however the idea of businesses as actors that can

proactively change market conditions for the benefit of vulnerable producers has not

been considered until very recently.

On the other hand, academics researching on business areas have been focused for years

in maximizing the financial performance of companies. More recently, sustainability con-

cerns have found their way into the business academic world and the nascent field of

Corporate Social Responsibility has been rapidly developed, giving way to Sustainable

Supply Chain Management and Base of the Pyramid research areas. 

Both fields (business studies and development studies) present complementary views on

the problem of vulnerable producers’ access to markets, however, cross-pollinating re-

search works are still rare. This thesis seeks to play a dovetailing role in this scenario by

providing theoretical and empirical contributions at the interface between these research

fields.
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1.2.3. Personal motivation

This research project was officially launched four years ago, when the author was offered

a lecturer position at the Technical University of Madrid in September 2011. However,

the author’s interest on the potential contribution of businesses to development began a

year earlier, when she was working as an intern for the recently created unit of Business

and Development at the Spanish Agency for International Cooperation for Development

(AECID). 

During the past four years, she has combined her research work with teaching, and she

has participated in close-to-reality projects that have enriched her understanding of the

issue and have offered her the opportunity to access funds, data, experts and interesting

case studies. The aforementioned projects were founded by three institutions with differ-

ent profiles: Fundación Carolina, a public-private foundation; AECID, a government

agency; and ONGAWA, an non-governmental organization; which demonstrates the

great interest the potential contribution of business to development is generating among

traditional actors in the international development system. 

The author is currently a research fellow at the Innovation and Technology for Develop-

ment Centre (itdUPM - www.itd.upm.es) and member of its steering commitee. This

centre seeks to foster development and sustainability by integrating the knowledge and

capacities of actors from different sectors.

The author personally considers that there is a need to fill the existing gap in practical

and academic knowledge about how businesses can improve the inclusion of rural

producers from LDC in supply chains. This thesis is a first step towards filling this gap,

and seeks to be useful for practitioners in the business and development areas as well as

for academics who have an interest in this subject. 
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1.3. Research aim and questions

This research is driven by the identified need (see Section 2.4 in page 25) to help existing

companies to operationalize the sustainable inclusion of rural producers from LDC in

supply chains. Hence, the objective of this thesis is not to find essential and timeless

truths but to propose framework that is useful for practitioners willing to develop more

inclusive supply chains and academics willing to delve into this interesting and emerging

field. 

In short, the primary aim of this thesis is to propose a framework for creating and man-

aging inclusive supply chains. Therefore, the overall question guiding this research

project is: 

“How can businesses facilitate the sustainable inclusion of vulnerable producers from LDC

into supply chains?”

This question can be broken down into more precise attainable questions:

RQ1. Why are companies proactively engaging with vulnerable producers

from LDC in supply chains?

RQ2. Which are the challenges to overcome in order to achieve the sustain-

able inclusion of vulnerable producers from LDC in supply chains?

RQ3. How are companies proceeding to improve the inclusivity of supply

chains?

In order to answer the research questions and develop a sound framework, a series of ac-

tivies are carried out: 

– Identify and organize what has been said in the academic and grey literature about

the incorporation of the poor as producers into supply chains. (Chapter 3)

– Propose a conceptual framework, based on the literature, that outlines the main

pathways to improve vulnerable producers’ access to the markets. (Section 3.3)

– Analyze a series of case studies, combining both secondary and primary data. (Chap-

ter 5 and Chapter 6)
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– Use the results to refine the framework. (Section 6.5)

1.4. Aligning concepts

This section presents some of the key concepts used throughout this thesis, since they

require further elaboration to clarify the precise scope of the study.

Business and development

Corporate social responsibility (CSR) refers to the responsibility of companies to make a

contribution to society and prevent damage. This new responsible approach to business

management applies to all the areas in a company and it is even extended to the whole

supply chain, including downstream activities such as ethical marketing and upstream ac-

tivities such as fair purchasing practices. 

This evolution from the “business as usual” to CSR has opened new avenues for compa-

nies to contribute to sustainable human development, with strategies and activities that

include but also go beyond job creation and local economic development. The private

sector can provide their core competencies and unique capabilities to the fight against

poverty: they can create products and services adapted to the specific needs of the poor,

they can design and implement innovative pro-poor inclusive business models (the so-

called inclusive businesses), they can mobilize the resources and capacities of marginal-

ized communities, they can open new spaces for dialogue with governments and other

businesses in order to promote norms and standards that foster sustainability. 

The contribution of companies to poverty alleviation in developing countries provides

them different types of positive outcomes. These companeis get to know first-hand

emerging market opportunities in these regions, their image among consumers improves,

they obtain social license to operate from local communities, they are pushed to innovate

and improve their processes, they work with non-traditional business partners and learn

from them. The motivation and pride of belonging of their employees usually improves

too, due to the sense of purpose these poverty alleviation initiatives provide to the

workforce.
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This new area in which businesses take action and collaborate closely with governments

and civil society organizations in order to promote sustainability and poverty alleviation

is denominated “business and development”. The incorporation of businesses in the

global development agenda is being promoted by a wide variety of organizations from

the public, private and citizen sectors, for example the United Nations Development

Programme (UNDP), the World Business Council for Sustainable Development

(WBCSD) and the American NGO Technoserve.

Vulnerable producers

Vulnerability refers to the reduced capability of a person or an organization to anticipate,

cope and resist the effects of an impact (natural disaster, price fluctuation, sustainability

scandal,…) and to recover afterwards. It is a relative and dynamic concept and it is usual-

ly associated to poverty.

A person is considered to live in extreme poverty when she has an income under $1.25 a

day (although the poverty line has recently been revised by the World Bank, who estab-

lishes the new line at $1.90 a day). Most extremely poor people currently live in rural ar-

eas of Sub-Saharan Africa and South Asia and work in the horticultural sector. 

Therefore we can conclude that most of the poor at the present are farmers. These poor

farmers are smallholders, cultivating a plot of land and selling their produce, or agricul-

tural workers, providing labor at other people’s farms.

In this thesis, vulnerable producers is a term that involves not only smallholders, but also

small and medium enterprises in the agricultural sector employing the poor as workers.

They are both vulnerable actors in supply chains, having a limited capability to cope with

risks related to market (price fluctuations, new sustainability and quality requirements,

abusive relationships…) and nature (droughts, pests,…).

Inclusive supply chains

A value chain “highlights the relative value of those activities that are required to bring a

product or service from conception through the different phases of production (in-

volving a combination of physical transformation and the input of various producer ser-

vices), delivery to final consumers and final disposal after use” (Gereffi, 2001). A similar
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term is “supply chain”. Supply chains are conformed by the functions and actors in-

volved in the process of creating a product or service, manufacturing it, putting it into

the market and dealing with its disposal (Chen & Paulraj, 2004). Value chain is the term

preferred by economists while operations management professionals rather refer to sup-

ply chain. In this dissertation both terms are considered valid and equivalent.

Supply chains have evolved as well as businesses to introduce sustainability principles in

their operations and policies and also to play a role in the fight against poverty. In this

thesis, the term “inclusive supply chain” is proposed to denominate supply chains that

promote the sustainable incorporation of the poor in their operations as entrepreneurs

and workers. This term derives from the concept of inclusive business (see page 28). 

Inclusive supply chains establish certain mechanisms to ensure value creation for the

poor. They can be incorporated in many stages of an inclusive supply chain, namely as

suppliers, distributors, workers, service providers,… In this thesis, only their role as sup-

pliers will be explored.

1.5. Methodological approach

The general goal of this thesis is to propose a framework for creating and managing in-

clusive supply chains. The research is grounded on an interpretivist philosophy (Section

4.2). The methodology deemed appropriate was a case study research strategy.

The case study research methodology (Section 4.3) is to be used when there is a need to

understand a real-life phenomenon in depth but such understanding encompasses impor-

tant contextual conditions. Therefore, the case study method is appropriate in the early

stages of research on a topic, when little is still known about the phenomenon and the

extant literature is scant (Yin, 2008; Eisenhardt, 1989). Case studies can be used to gener-

ate and develop new theory. Every case study begins with a review of the literature in or-

der to identify the research proposition and theoretical constructs that will guide the data

collection (Yin, 2008).

This research approach advocates for developing theoretical constructs that will guide

the following phases. But it also gives great importance to not be restricted by these ini-
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tial variables, the methodology should be flexible to embrace new ideas that emerge

throughout the research process.

In conclusion, case study research provides structure and order and establishes certain

boundaries to determine the scope of the research. But it also provides flexibility and an

interesting and useful approach to data collection and analysis for theory creation.

Object of the research

The empirical part of this thesis focuses on analyzing inclusive supply chains that are in-

corporating vulnerable producers as suppliers. The research is limited to the agri-food

sector. The selected supply chains are both local and global, but all of them have its ori-

gin in least developed countries of the Sub-Saharan African region.

Polar types of inclusive supply chains are chosen in order to analyze the variety of moti-

vations, challenges and approaches of business actors in their path to improve inclusive-

ness. Specific business initiatives oriented to improve vulnerable producers’ access to the

market (through product or labor) and carried out in a developing country context are

the focus of the case studies. 

Up-to-date, most research about inclusive supply chains have focused on western multi-

national companies’ strategies and policies to improve the socio-economic impact of

their supply chains in developing countries. This investigation seeks to provide new con-

tributions by showing the perspectives of businesses and producers operating in develop-

ing countries. 

1.6. Structure of the thesis

In order to answer the research questions outlined in Section 1.3, this thesis is organized

into seven Chapters (see Figure 1). 
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Figure 1: Thesis outline. Source: Author's own.

The current Chapter (Chapter 1) provides an overview of the study outlining the research

problem being addressed, the motivations behind this project, the aim and questions dri-

ving this research and the scope of the thesis. 

Chapter 2 (page 15) exposes the practical problem that gives meaning and value to this

research project.

Chapter 3 (page 33) presents a literature review carried out in two phases. First, the study

of the social dimension of sustainability in supply chain management is analyzed and a

synthesis of the findings is summarized in a theoretical framework. The second part of

this chapter narrows the scope to consider only poverty alleviation through sustainable

supply chain management. It gathers studies related to poverty alleviation through supply

chain inclusion and identifies the main areas of knowledge researching on this issue. The

output of this Chapter is a conceptual framework that outlines the motivations, chal-

lenges and pathways of businesses to enable inclusive supply chains.

Chapter 4 (page 79) presents the research methodology for the empirical part of this the-

sis and discusses in detail the research design and the data collection methods.
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Chapter 5 (page 93) introduces the three case studies about inclusive supply chains and

presents the results and analysis of the data collected relating to them in a descriptive,

narrative way. This first analysis of the case study data primarily focuses on how the focal

business is improving the inclusiveness of a supply chain. 

Chapter 6 (page 170) introduces the contributions of the case studies to the conceptual

framework that emerged from the literature review, complementing and modifying it to a

certain extent.

Chapter 7 (page 199) concludes this thesis by reflecting on the extent to which the study

has answered the research questions and its primary contributions to knowledge and

proactive. The limitations of the study are outlined and future research areas are

proposed.
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CHAPTER 2

 FRAMING THE CONTEXT



In the previous chapter, the main question guiding this research project was stated:

“How can businesses facilitate the sustainable inclusion of rural producers from LDC

into supply chains?”. In order to answer this question, it needs to be properly framed

into the Business and Development area. Therefore, in this Chapter the stance taken by

businesses towards sustainability and their role in the international development agenda

will be explained. 

We will first explore the main changes our planet is undergoing (Section 2.1) and how

they relate to the sustainable development challenges (Section 2.2). Afterwards, we will

explain the evolution of the position of business actors regarding sustainability and the

potential role they can play in the evolution towards a more sustainable society (Section

2.3). Finally, we will highlight the importance of creating sustainable, inclusive and re-

silient market systems in the agri-food sector in order to have an impact in rural poverty

alleviation (Section 2.4). 

2.1. The world we live in

Our world faces the tremendous challenge of improving social wellbeing while reducing

human pressure on natural systems (overexploitation of natural resources, pollution,…).

We are compelled to act, we feel more pressure than ever before to address this chal-

lenge and we have at our disposal enough knowledge and technology to do so. Neverthe-

less, our world has changed so fast during the past decades that sometimes we hold on to

old paradigms that might not be valid anymore. This section explains the main trends

that characterize the world we currently live in.

a. Population growth

The world population has not stopped growing during the last decades, but most experts

agree that global population will peak by 2050 at about 9 billion people. A recent and

groundbreaking study points out that the world’s population will not stabilize by 2050

but there is a 70 per cent chance that it keeps rising to reach 11 billion in 2100 (Gerland

et al., 2014).
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Sub-Saharan Africa will be the fastest growing region, with a population growing from 1

billion today to between 3,5 and 5 billion in 2100. Fertility rate in the region is stalled due

to a lack of access to contraception methods and a preference for large families mainly

linked to the low level of female education in some countries.

This new estimation on population growth pose severe challenges for food supplies,

healthcare, employment, social cohesion, pollution, energy and water resources, etc.

However it also signifies millions of new minds and hands which can contribute to find

innovative solutions to these potential problems.

b. Urbanization

The world is undergoing the largest wave of urban growth in history. Nowadays more

than half of the world population live in cities and by 2030 urban population is estimated

to reach 5 billion people. Much of this accelerated urbanization will happen in Africa and

Asia, reshaping the way most people live, interact and work (Martine & Marshall, 2007).

Urbanization is said to drive resource efficiency, well-being and economic growth, how-

ever cities also concentrate high levels of poverty, usually in slums populated by rural

migrants in their outskirts. 

Increasing urbanization represents both opportunities and challenges for rural develop-

ment, which is highly interrelated to farming. On the one hand, new markets emerge and

demand for horticultural products grows in cities; on the other hand, towns and cities at-

tract rural population, especially young people, with the promise of a better life and em-

ployment opportunities, generating a migrant movement that is gradually depopulating

rural areas.

c. Global economy shift

The global economy is shifting its center of gravity (the average location of economic ac-

tivity across geographies on Earth) to the East (Quah, 2011). In 1980 the global econo-

my’s center of gravity was mid-Atlanctic, in 2008 it was located near Bucarest, and the es-

timation for 2050 is that it will stay between India and China. This economic shift is

expected to have implications in global governance too, due to a change on the economi-

cal and political international influence (Quah, 2011). In addition, some businesses are

becoming richer and more influential than most governments, for example 53 global
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businesses today have revenues so large that could be ranked among the world’s top 100

economies, and Procter&Gamble reaches 4 billion customers on a planet of 7 billion

(Bulloch, Lacy, & Jurgens, 2011).

While most of the so-called developed economies have shrunk since the beginning of the

global economic crisis in 2008, emerging economies keep growing steadily. In 2014, the

twenty fastest growing economies were African or Asian, with Ethiopia leading the list

with its 10,3 per cent of real GDP growth. However development measurements based

on the GDP only explain one part of the picture, and in many countries as GDP grows

also does inequality . 

The global economy is reshaping itself and the classical approaches to poverty alleviation,

mainly based on flows of capital from Northern to Southern countries, might not be nei-

ther appropriate nor effective anymore. The raise of the so-called South-South coopera-

tion for development is only an example of the new ways of horizontal collaboration that

are emerging, based mainly on capacity building and knowledge exchange. We are attend-

ing to the creation of a multi-polar world, a world defined by multiple centers of eco-

nomic activity and innovation in which the geopolitical forces are not anymore concen-

trated in Northern countries’ hands. A good example is the increasing presence of China

in Sub-Saharan Africa: China is investing big amounts of money into this continent while

establishing strong links with African political leaders (Gu, 2009; Kaplinsky, McCormick,

& Morris, 2007; Tull, 2006). 

d. Interconnection and interdependence

We live in a system in which almost everything is interconnected. We do not live in rela-

tively isolated easy-controllable national systems anymore, we are increasingly embedded

into a global society were the risks and challenges experienced by ones can have impacts

on others, sometimes in unexpected ways. The World Economic Forum highlights the

systemic nature of the challenges our planet is facing in its yearly Global Risks Report,

which specifically shows how economic, geopolitical, environmental, societal and techno-

logical risks are highly interlinked (World Economic Forum, 2015). 

Another characteristic of our modern system is that it is highly dynamic. It changes and

reshapes itself in short periods of time. The continuous change of our vibrant system is

definitely fostered by the new ways of communication, which allow an almost instanta-
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neous exchange of information available from any point of the world to another. The in-

ternet has enabled the creation of new markets, political and social movements, global

opinion trends, access to up-to-date information in any field, etc. Moreover, the rapid

diffusion of mobile networks is reducing the digital divide, which was especially affecting

poor population in developing countries.

This increasing interconnection leads us to the identification of some issues that have im-

plications at a global scale, and therefore a certain convergence of interests around these

issues can be observed. People from different countries, regions and sectors are begin-

ning to realize that they share similar concerns about the same matters, namely sustain-

able and inclusive development for all people around the world.

All the aforementioned trends are changing the global outlook regarding what sustainable

human development is and which are the ways to achieve it. Population growth entails a

greater pressure over the already scarce natural resources but it also provides a greater

workforce; concentration in urban areas is changing social dynamics and challenging tra-

ditional marketing channels, but it is also creating news markets and driving innovation

in the provision of services; global economy shift is rebalancing the traditional power im-

balance between Western countries and the rest of the world, making new opportunities

arise; and interconnections and global interdependence create new risks but also oppor-

tunities for launching initiatives with a global reach. All these issues are influencing how

development in general, and rural development in particular, is conceptualized and devel-

opment strategies carried out.

2.2. Transitions towards sustainability

Sustainable development was first defined by the Brundtland commission in 1987 as “de-

velopment that meets the needs of the present without compromising the ability of fu-

ture generations to meet their own needs” (World Commission on Environment and De-

velopment, 1987), and it became the landmark definition of our biggest global challenge.

The stated objective was, therefore, to achieve an adequate level of development, one

that satisfied the needs of the world’s population, but without exhausting the natural re-
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sources available in our planet. Unfortunately, thirty years later we are still struggling to

achieve this goal. 

The Millennium Development Goals (MDG), launched in the year 2000, represented a

huge effort to address the most challenging social problems, in brief: eradication of

poverty and hunger, access to education, achievement of gender equality, access to

healthcare, and preservation of a healthy environment. However this agenda was built on

the old paradigm, a world in which the North holds the power and controls the global

South, businesses only care about maximizing profits and don’t work with development

actors, and issues are considered independent instead of interdependent.

Poverty has being declining during the past decade, however according to the most re-

cent UN Human Development Report (Malik, 2014) 1.2 billion people still live with

$1.25 or less a day. The UNDS Multidimensional Poverty Index, which considers income

but also other dimensions such as health, education and living standards, reveals that

almost 1.6 billion people are living in poverty in 91 countries. And almost 800 extra

million people are at risk of falling back into poverty if any setbacks occur. These set-

backs can be of very different nature: market fluctuations, natural disasters, health prob-

lems, conflicts… And, as stated in the previous section, risks are increasingly global and

interconnected.

At the same time, scientists all over the world are raising the alarm. We are entering a

new geological epoch, the Anthropocene, “where humans constitute the dominant driver

of change to the Earth System. The exponential growth of human activities is raising

concern that further pressure on the Earth System could destabilize critical biophysical

systems and trigger abrupt or irreversible environmental changes that would be deleteri-

ous or even catastrophic for human well-being” (Rockström et al., 2009). Rockström et

al. (2009) have proposed nine planetary boundaries that should not be trespassed if hu-

manity wishes to develop and thrive for generations to come. Crossing the boundaries

could generate irreversible environmental changes.

Raworth (2012) argues that, as well as there is a series of planetary boundaries, we should

consider social boundaries below which lie unacceptable human deprivation. This idea

has been conceptualized like a “doughnut” that represents the space between the plane-

tary and the social boundaries, the space where humanity should be located.
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Therefore, we live in a time in of rising expectations of well-being and improved living

conditions for billions of people, but simultaneously growing restrictions due to the ex-

haustion of our planet resources and its diminished capacity to recover. How to address

this challenge? How to drive humanity within the safe and just space of the “doughnut”? 

First of all, the global community finally understands that social and environmental issues

are highly correlated. Human development can’t be pursued following a path that doesn’t

have into account the impact on the environment and vice-versa, if we want the changes

to be sustainable, durable and resilient. 

Secondly, there is an increase consensus to uncouple development from economic

growth. Some economists are proposing new ideas to maximize human development

while rationalizing economic and material growth (Jackson, 2009). It is essential to

change the traditional and still prevailing paradigm that presents economic growth as

equivalent to development. If we seek to achieve fair living conditions for all the people

in our increasingly overpopulated planet, we need to redefine what development means

in a non resource intensive way. 

Thirdly, globalization implies interdependence. The problems and risks are now global

and convergent. Regions, countries and even sectors (public, private and civil society) are

affected by similar challenges. The most pressing social and environmental issues are

tightly interconnected at a global level. 

Finally, the shift of the global economic centre of gravity, the rise of new geopolitical

powers (both governments and big companies) and the strengthening of governments in

developing countries is driving us to an increasingly multipolar world in which the col-

laboration of all actors is needed in order to achieve sustainable development at a global

level.

All the factors presented here are impelling us to rethink what development is and in

which way poverty alleviation should be approached. In our globalized world an increas-

ing convergence of issues and interests exists, but also a convergence of solutions is

emerging (Bulloch, Lacy, & Jurgens, 2011). Innovative solutions to the worlds’ problems

are being outlined. Businesses have woken up to the fact that it is their duty to create so-

cial and environmental value while making profits, and not because of their goodwill but

because it represents a source of opportunities. Civil Society Organizations are realizing
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that new answers are required to attack the roots of poverty, and these answers could

come by adopting a more business-thinking approach. And governments and other pub-

lic actors are looking for more sustainable and efficient ways of reducing inequalities. For

the sake of designing sustainable and scalable solutions, guided by needs and capabilities,

and aimed at creating shared value (Porter & Kramer, 2011), establishing strategic collab-

oration among companies, NGOs and governments is crucial. If the distinctive compe-

tencies of each player add up to address the world’s challenges, there is a chance they

could be overcome.

The new development agenda for the post-2015 period has taken into account the cur-

rent reality and presents essential differences with MDG. Environmental sustainability

and poverty agendas merge in the definition of Sustainable Development Goals (SDG).

A wide range of countries and actors have participated through an open and inclusive

process in the definition of this agenda. The SDG intend to be truly universal, are under-

pinned by rights and put people and the planet at the centre. The agenda recognizes that

sustainable human development poses challenges so big that they cannot be overcome

without the participation of all actors, included businesses (Ki-Moon, 2014). 

The incorporation of businesses in the aid system is not such a novel idea, companies

have been always present as subcontractors and executors of funds. Moreover, there is a

long tradition of businesses trying to alleviate poverty and other social problems through

corporate philanthropy. However, the new approach involves businesses using their core

competences to help resolve the most pressing development challenges in collaboration

with other actors (NGOs, public sector, other businesses) that share the same goal. To

promote a more systematic integration of businesses in the aid system Kofi Annan pro-

posed in 1999 the creation of a partnership among the United Nations and the private

sector, which resulted into the constitution of the Global Compact. In 2005, UNDP re-

leased their first Private Sector Strategy, which defined the way they would engage and

partner with the private sector in development. Several years later, in 2008, the report

“Creating value for all: strategies for doing business with the poor” was published (Unit-

ed Nations Development Programme, 2008), which pointed out inclusive businesses as a

tool to fight poverty using market dynamics.
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2.3. Business and development

The importance and influence of the private sector on society is huge. Businesses create

wealth and employment and they manufacture and commercialize products and services

that respond to society’s demands. However, nowadays businesses are hold responsible

for much more than their economic activity. People are increasingly conscious of the im-

pacts businesses generate on society and the environment, and companies have been

asked to be accountable for the sustainability of their operations in three dimensions:

economical, social and environmental. This is known in the business world as the “triple

bottom line” (Elkington, 1998).  

Businesses have therefore assumed the challenge of sustainability motivated by their

stakeholders’ demands, but also because they begin to appreciate it as an opportunity to

improve their own performance. Increasingly more companies consider sustainability to

be a key factor for the success of their business in the long term (Lacy, Cooper, Hay-

ward, & Neuberger, 2010). After all, they are actors in our societal system and depend on

a certain social and economic stability and an adequate access to natural resources to

thrive. A sustainable behavior improves business reputation and grants “social license to

operate”, helps reduce risks and retain customers and employees, and generates new bus-

iness opportunities.

Businesses are evolving from the “business as usual” standpoint, which implies that

maximizing profits is the main and unique goal driving decision-making and the positive

impacts on society are canalized through philanthropic activities, towards adopting a

more sustainable and responsible approach. Businesses can acquire different levels of so-

cial responsibility, depending on their commitment and abilities, as depicted in Figure 2

(page 24). 
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Figure 2: Business and social responsibility. Source: Author's own.

The private sector as a whole is beginning to worry about the negative impacts their

operations generate or could generate. There are several reasons that are driving compa-

nies to commit to the “respect” or “do not harm” principle stated by Ruggie in his Guid-

ing Principles on Business and Human Rights (Ruggie, 2011). Businesses have always

been in the spotlight of advocacy groups, but the surveillance role of NGO has been

scaled up and improved thanks to ICT technologies and an increasingly active civil socie-

ty who monitor and denounce harmful business activities. Moreover, governments are

increasingly concerned about guaranteeing sustainability in their regions which is driving

many countries to toughen up their legislation regarding business transparency and ac-

countability. In addition, ethical, social and environmental criteria are now being incor-

porated to investment funds and private investors’ decision-making processes (Albareda,

Balaguer, & Murillo, 2011). Therefore, most business nowadays try to have at least a neu-

tral impact on the society and the environment they are in contact with (“Compliant bus-

iness” in Figure 2) in order to avoid scandals, that could harm their image and their bot-

tom line, and to maintain their “social license to operate”. 

Some companies begin to see sustainability not as an externally imposed requirement but

as an opportunity to differentiate from competitors. These companies try to improve

their operations in order to generate a positive impact through their core business activi-
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ties (“Sustainable Business” in Figure 2). Many of them create or adopt sustainability

standards and codes of conduct that will help in their transition towards more sustainable

operations. They open new avenues of dialogue with other businesses, governments, civil

society and NGO, in order to better understand the needs of their stakeholders and sec-

toral sustainability challenges. This transition to sustainability is being supported in some

cases by NGO, who are adopting an advisory role that complements the surveillance role

they have been traditionally carrying out. An interesting example is the work of Oxfam

with Unilever, Coca-Cola and SAB Miller to measure and help them improve the impact

of their operations on vulnerable communities in Indonesia, Zambia and El Salvador

(Clay, 2005; Oxfam America, SAB Miller, & The Coca-Cola Company, 2011). Companies

that commit to sustainability are inspired by the idea of creating “shared value” (Porter &

Kramer, 2006; Porter & Kramer, 2011). This concept highlights the interdependence

among a corporation’s bottom line and its societal impact, because the “shared value”

principle drives companies to create economic value in a way that also creates value for

society by addressing its needs and challenges.

Finally, there are businesses that, going beyond sustainability requirements, seek to con-

tribute to poverty alleviation through their own core activities (“Inclusive business” in

Figure 2). These businesses are currently known by various names: inclusive businesses,

when they include vulnerable communities in their operations as full-fledged participants

of the market dynamics (Wach, 2012); Base of the Pyramid businesses, when they work

with the poor at the base of the global economic pyramid (Prahalad, 2004); social busi-

nesses, when their main goal is of social nature, and profits are just means to achieve that

goal (Yunus, 2010). This kind of businesses and their supply chains are the main object

of interest and study of this thesis. 

2.4. Inclusive markets to alleviate rural poverty

In our increasingly interconnected world, breaking the cycle of poverty should be a prior-

ity for every nation. Several reasons endorse this declaration: first, reducing poverty

might increase global security, since poor regions are a breeding ground for instability

and conflict; second, fighting poverty could create market opportunities and be a source
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of innovation, as the libertarian approach defends; and third, eradicating poverty is above

all a moral imperative, providing a decent living to all people should be an end in itself.

Rural poverty

Poverty can be characterized in many different ways but most commonly the poor are

defined as people with an economic power of less than $1,25 or $2 per day. These ex-

penditure thresholds are called “poverty lines” and they are calculated in Purchasing

Power Parity (PPP) terms. Another poverty measure, that is generally considered more

complete and accurate, is the Multidimensional Poverty Index (MPI) which includes ten

indicators to assess three dimensions: health, education and living standard. According to

these definitions, the number of people living in poverty are 1 billion, 2.2 billion or 1.6

billion, respectively (Alkire, Conconi, Seth, & Vaz, 2014). 

Considering the MPI measure, 1.6 billion people are currently multidimensionally poor.

Most of these people (71 per cent) live in Middle-Income Countries ; 52 per cent live in

South Asia and 29 per cent in Sub-Saharan Africa; and 85 per cent of them live in rural

areas (Alkire, Conconi, Seth, & Vaz, 2014). Therefore, we can state that despite the rapid

urbanization process that can be observed worldwide, most poor people still live in rural

areas where the agricultural sector employs a big part of the active population. 

The livelihoods of poor rural households are diverse and they usually derive from small-

holder farming – including livestock production and artisanal fisheries –, agricultural

wage labour, wage or self-employment in the rural non-farm economy and migration.

Most households try to diversify their livelihood base as a way to reduce risk, neverthe-

less agriculture generally plays a vital role: over 80 per cent of rural households farm to

some extent, and typically it is the poorest households that rely most on farming and

agricultural labour (International Fund for Agricultural Development, 2010). Therefore,

there is broad agreement that improving opportunities and reducing risks for smallhold-

ers in agriculture can be a primary engine of rural development and poverty alleviation,

particularly in the poor, agriculture-based economies of LDC.

But participating in the agricultural markets in a profitable way is very challenging for

poor rural households. On the one hand, inadequate financial and productive services,

lack of infrastructure, uncompetitive markets, climate change effects and deteriorating

natural resource base are problems that need to be addressed. On the other hand, today
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higher prices for agricultural products in global markets, increasingly differentiated local

markets and higher rural-urban interconnection might portray new opportunities for

smallholders if they are able to fulfill the more demanding requirements in terms of qual-

ity and food safety (Organization for Economic Cooperation and Development, 2006).

The agricultural markets have profoundly changed in the last three decades in terms of

scale, nature of demand and organization of supply chains. Modern agricultural markets

are increasingly global and segmented and offer potentially profitable opportunities for

smallholders but also higher entry costs and risks of marginalization. Traditional markets

can be an alternative, and sometimes a fall-back option (Vorley et al., 2009).

Much of the failure of agriculture to achieve its potential is institutional, and despite the

argument of agriculture been an engine for poverty alleviation, a decline in public sector

support for this sector has been observed (Organization for Economic Cooperation and

Development, 2006). Public institutions need to develop an appropriate blend of poli-

cies, regulatory frameworks and investments to re-launch the agricultural sector, and the

private sector needs to facilitate market access to vulnerable producers.

Reducing risk and transaction costs along supply chains is important for determining

whether or not vulnerable producers can engage profitably in modern agricultural mar-

kets. Infrastructures and services in rural areas need to be improved, specially in relation

to transportation and ICT technologies, to improve material and information flows and

reduce uncertainty. Strengthening farmers’ organizational capacity would reduce transac-

tion costs for them and their business partners. Advancing individual capacities in terms

of technical knowledge, to improve productivity and quality, and risk management, to

reduce vulnerability, would also be advisable (International Fund for Agricultural Devel-

opment, 2010). 

Inclusive markets development

As it was just argued in the previous paragraphs, facilitating poor households access to

the markets is essential to reduce poverty. This is especially challenging in rural areas

where most of the poor are located. The creation of more inclusive markets was formu-

lated as a strategic objective by UNDP in its Private Sector Strategy in 2007. The Inclu-

sive Markets Development (IMD) is a development approach which focuses on making

markets more inclusive and beneficial to the poor as producers, consumers and employ-
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ees by combining the competencies of the private and public sectors (United Nations

Development Programme, 2010). A similar pro-poor market facilitation approach is

Making Markets Work for the Poor (M4P) (Springfield Centre, 2008).

The poor face constraints that prevent them from accessing to and benefiting from the

markets and development actors should adopt a holistic approach to improve the busi-

ness and regulatory environment as well as the poor’s capacities (Poulton, Dorward, &

Kydd, 2010). IMD and M4P propose frameworks for creating an enabling environment

for pro-poor market development. These approaches highlight the importance of going

beyond the traditional focus at the producer level, which is not enough to ensure sustain-

able and systemic change. 

The poor can be integrated into the markets both on the demand side and on the supply

side. On the demand side they become clients and customers of products and services

specifically developed and marketed to meet their needs and aspirations. On the supply

side, the poor can be incorporated to supply chains as producers, service providers or

workers. For this inclusion to be effective, companies have to engage in creating new

pro-poor inclusive business models, the so-called “inclusive businesses”.

The idea of inclusive businesses is central to the IMD and M4P approaches. It’s vital to

engage companies since they are a fundamental part of any market system. Agencies and

governments can encourage business activity that is both profitable and inclusive, while

creating an operational environment that is conducive to innovation for low-income con-

sumers and producers (Mendoza & Thelen, 2008). 
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Figure 3: Inclusive markets: concepts. Source: (Tewes-Gradl & Knobloch, 2010).

Businesses, as discussed in Section 2.3 (page 23), are increasingly committed with sustain-

ability and, some of them are interested in engaging with low-income communities, facili-

tating their inclusion in the market as consumers or producers. Companies see inclusive

markets as a business opportunity. For their part, traditional development actors under-

stand inclusive markets as a promising strategy to alleviate poverty (United Nations De-

velopment Programme, 2008).

Therefore, both businesses and traditional development actors are trying to build more

inclusive supply chains but, as depicted in Figure 3, they have developed different ap-

proaches and concepts to do so. A great opportunity for systemic change exists if both

visions and efforts are combined, but there is a need of aligning the objectives and build-

ing a common language to make this collaboration effective.

Incorporating the poor in supply chains as consumers or suppliers  
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The poor can be included into the markets in two different ways: inclusion in the de-

mand side as consumers or inclusion in the supply side as suppliers of goods, services or

labor. 

The first academic who proposed the idea of considering the poor, the Base of the Pyra-

mid (BoP), as underserved consumers was Prahalad (Prahalad, 2004; Prahalad & Ham-

mond, 2002; Prahalad & Hart, 2002). The poor’s needs are scarcely and unsuitably

covered, therefore they end up paying exorbitant prices for goods and services that are

relatively cheap for higher income population, this phenomenon is known as the “pover-

ty penalty” (Mendoza, 2011). This poverty penalty might be reduced or eliminated if

companies begin to consider the poor as potential clients and create and distribute prod-

ucts adapted to their needs in a more efficient and affordable way. Tapping into this po-

tential market, which Prahalad estimated in 4 billion people, might entail a fortune in

profits due to smaller margins but bigger volumes. 

However, there is an open debate about the pertinence of targeting the poor as mass

consumers. The development outcomes of this strategy are not clear. Many argue that

current efforts in the Base of the Pyramid are oriented towards meeting the demands of a

growing middle class in developing countries, not the needs and shortages of the poorest

households. 

On the other hand, a more effective incorporation of the poor as suppliers in local and

global supply chains is generally accepted to be an effective strategy for alleviating pover-

ty. Approximately two-thirds of the world’s rural households depend on smallholder

agriculture for their food and incomes (Oxfam International, 2010), and an easier access

to the markets in better and more stable conditions might increase their revenues, im-

prove their capacities and reduce their vulnerability. 

However this is not an easy task, and businesses willing to incorporate rural producers

from LDC as suppliers in their supply chains face tremendous challenges. First of all,

they usually do not understand the rural context in developing countries and all the asso-

ciated barriers such as poor infrastructures, scattered locations, low capacities and scarce

access to services. Working with smallholders and poor farm workers requires skills and

knowledge more commonly found in NGO and development agencies than in traditional

agri-food businesses. Besides, innovative approaches and mechanisms need to be imple-
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mented to reduce transaction costs and make the participation of the poor into formal

markets effective and profitable.

Furthermore, inclusive supply chains may serve as experimental laboratories for explor-

ing new kinds of business thinking that may be transferred to other business fields and

world regions.

Due to the potential of this strategy to have a multiplying effect on poverty alleviation

and the difficulties faced by businesses to effectively create inclusive supply chains, this

PhD dissertation focuses in studying the sustainable inclusion of rural producers from

LDC into supply chains as suppliers or workers and the mechanisms implemented by in-

clusive businesses to make it possible.

2.5. Chapter conclusion

We live in a world which is undergoing a deep global transformation, a world that is in-

creasingly overpopulated, urbanized, multipolar, interdependent and hyper-connected.

These trends entail new risks but also new opportunities to tackle with the problems of

sustainability. 

Achieving sustainable development, with rising expectations of well-being among people

of every country and rising constraints due to population growth and limited natural re-

sources, is more challenging than ever. Therefore there is a need of new approaches and

innovative solutions to tackle with the world’s most pressing development problems.

These new approaches are emerging from the increasing convergence of interests of dif-

ferent actors (public, private and citizen sector) that led to the entrance of new partici-

pants in the debate and action on sustainability (businesses) and to the conjunction of the

competences and abilities of different actors (partnerships).

Focusing in the problem of poverty, it should be noticed that most poor people in the

world still live in rural areas and their livelihoods rely on agriculture. The international

development community is increasingly convinced of the importance of adopting holistic

market development approaches to tackle with the problems of poverty by creating in-

clusive economic growth and opportunities for the poor as consumers and suppliers. 
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Meanwhile, businesses are embracing sustainability, and this has opened new avenues for

their participation in the fight against poverty. In recent years, the private sector is gain-

ing relevance in the international aid system, transitioning from a role of mere executer

towards a more strategic and influential position. The private sector can contribute to

generate sustainable development and alleviate poverty with its efficient processes, inno-

vation, know-how, productive and organizational capacity, financial and material re-

sources, social influence… The creation of new business models oriented to effectively

incorporate the poor into the markets is one of the most innovative ways companies are

currently contributing to the development of impoverished communities. 
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CHAPTER 3

 REVIEWING THE LITERATURE
AND PROPOSING A

FRAMEWORK



In the previous chapter (Chapter 2), the practical context of this thesis was outlined. The

world is facing great challenges related to scarce natural resources and growing human

needs and expectations. This has led to a new global outlook for sustainable develop-

ment in which actors from all sectors have a role to play. In this context, businesses are

evolving from the “business as usual” to a more sustainable and responsible approach,

adopting different levels of social responsibility depending on their commitment and

abilities. This thesis focuses on the actions taken by these responsible business to devel-

op inclusive supply chains, which are supply chains that incorporate the poor as suppliers

of products and/or labor. 

The present chapter (Chapter 3) seeks to establish the academic bases for this research.

Inclusive supply chains are supply chains with direct implications on poverty alleviation,

which is a social issue. Therefore, inclusive supply chains could be framed under the

broader field of social sustainability of supply chains. 

First, a literature review on social sustainability of supply chains is carried out (Section

3.1), leading to the identification of three academic domains - Corporate Social Responsi-

bility, Supply Chain Management, Development Studies - that are approaching this

nascent field of knowledge. The main trends and issues emerging in social sustainability

of supply chain research are identified and a framework is proposed (Subsection 3.1.4). 

Secondly, a narrowed analysis of the literature is performed focusing on the incorpora-

tion of the poor into supply chains (Section 3.2). At the interface between the aforemen-

tioned academic domains, three research streams are recognized - Global Value Chains,

Base of the Pyramid, Sustainable Supply Chain Management - as being the ones making

the main contributions to advance in the characterization and development of inclusive

supply chains .

Finally a conceptual framework for inclusive supply chains is proposed (Section 3.3).
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3.1. The literature review: social sustainability of

supply chains

3.1.1. Literature review: methodology

A literature review is a description of the literature relevant to a particular field or topic.

It gives an overview of what has been said, who are the key contributors, what are the

prevailing theories and hypotheses, what questions are being asked, and what method-

ologies are appropriate and useful. Because of these reasons, it is the first step taken at

the beginning of any research work. It reports on others’ findings, allowing the re-

searcher to increase his or her knowledge on the issue and find the gaps his or her inves-

tigation should address. 

A literature review may be purely descriptive or it may provide a critical assessment of

the literature in a particular field. Usually, a good review won’t be only a summary of ref-

erences, but it will carry out some kind of analysis of the contents, contrasting the differ-

ent extant views, bringing out trends, raising questions or pointing the weaknesses and

gaps on the field. 

Therefore a good literature review should: describe the literature analyzing it from differ-

ent perspectives, classify the literature by typologies and categorizations, identify the

main trends and schools of thought, find the gaps and raise new research questions. It is

supposed to be a meticulous and auditable process that allows to better understand a

phenomenon or field of knowledge.

The systematic literature review used in this research seeks to be a robust, auditable and

repeatable method. It is inspired on a methodology developed by Denyer and Tranfield

in collaboration with other researchers (Denyer & Tranfield, 2009; Rousseau, Manning,

& Denyer, 2008; Tranfield, Denyer, & Smart, 2003), who based their proposal of “how

to produce a systematic review within the organizational research field” on the well-

known Cochrane Handbook for Systematic Reviews of Interventions (Higgins & Green,

2011). This book is one of the main references on literature review methodology and it
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was developed for the medical research field. Denyer and Tranfield adapted its method-

ology to the management and organizational science domain. 

The proposed methodology contains five steps: (1) question formulation and study

scope, (2) location of studies, (3) study selection and evaluation, (4) analysis and synthe-

sis, (5) reporting and using the results. Steps 1 to 3 are explained down below in more

detail. The analysis (step 4) is presented in Subsections 3.1.2 and 3.1.3 and the results

(step 5) are discussed in Subsection 3.1.4. 

Step 1: Question formulation and study scope

The definition of a research question establishes the focus of the research. It sets the

scope of the study, limiting the extent of the review from the beginning. It is therefore

important that the question is clear and well-formulated.

“A good systematic review is based on a well-formulated, answerable question. The ques-

tion guides the review by defining which studies will be included, what the search strate-

gy to identify the relevant primary studies should be, and which data need to be extracted

from each study. Ask a poor question and you will get a poor review” (Counsell, 1997).

The research question of this study is formulated as follows: “To what extent and from

which spheres of knowledge has social sustainability of supply chains been studied?”.

The research is therefore not restricted to one specific sphere of knowledge, but the

scope is determined by the research question. Relevant academic domains addressing the

issue are considered.

In order to delimit the scope of this study, the literature review aims at papers in peer-re-

viewed scientific journals in English. Books and practitioners documents are initially ex-

cluded, although finally some of them are considered due to cross-reference sourcing.

Many interesting non-academic initiatives exist in the practitioners’ field, but this litera-

ture review seeks to reveal the scientific knowledge on the subject. 

Step 2: Location of studies

Once the research question is defined, the extant studies relevant to the question need to

be found. In order to do this, different methods of data search are used, and they need to

be properly reported. 
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In this literature review, three different methods of data search are used: structured key-

word database searches, hand-searching of journals in which it is likely to find studies rel-

evant for the research, and cross-sourcing. 

The databases considered for the structured keyword database are: Scopus (www.sco-

pus.com), Web of Knowledge (www.webofknowledge.com) and ProQuest (www-pro-

quest.com). The search was carried out in July 2012, using three different search strings.

(More details in Subsection 3.1.2)

Step 3: Study selection and evaluation

In order to determine which of the located studies would be considered for further

analysis, two criteria are defined: papers have to be published (or accepted) in peer-re-

viewed scientific journals in English; and they have to discuss social issues in sustainable

supply chain management. 

After a quick content check, articles are selected for further analysis according to the de-

fined criteria. The selected articles are analyzed, leading to the identification of the acade-

mic domains dealing with the subject, as well as the main issues being raised. Articles cit-

ed in their bibliographies are considered as a second source. The most relevant studies

lead to hand-searching of the journals where they are published, this was a third source.

Cross-sourcing and hand-searching of likely journals are relevant sources for this study,

since database searching can often account for as little as 30 per cent of the total number

of relevant articles (Greenhalgh & Peacock, 2005). 

It should be noted that in nascent and fast-moving fields much of the evidence might

still reside in working papers and technical reports (Denyer & Tranfield, 2009). Interest-

ing non-academic initiatives and reports exist in the practitioners’ field, and they are an

important source of information for this thesis, but they are not systematically analyzed

in this literature review because it seeks to reveal the scientific knowledge on the subject. 

The list of articles included in this literature review can be consulted in Appendix 1 (page

232).
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3.1.2. Literature review: descriptive analysis

First, the scope of this literature review should be clarified. Regarding the timeframe, this

search is carried out in July 2012 and it is not limited backwards in time. Regarding the

type of materials examined, the search is restricted to document type “article or review”

and search of words present in “title, keywords and/or abstract”. 

Three major databases are explored: Scopus, Web of Knowledge and ProQuest. Three

search strings are used to carry out a structured keyword search in every database (see

Table 1). Search string 1 and 2 are used not for locating relevant studies, but for compar-

ative reasons, in order to understand the relative importance of social sustainability in

supply chain research.

Search	  string	  1 sustainab*	  AND	  ("supply	  chain"	  OR	  "value	  chain")

Search	  string	  2 sustainab*	  AND	  ("supply	  chain"	  OR	  "value	  chain")	  AND	  environment*

Search	  string	  3 sustainab*	  AND	  ("supply	  chain"	  OR	  "value	  chain")	  AND	  social*

Table 1: Search strings used in the structured keyword searches. Source:  Author's own.

The number of papers retrieved from each of these searches is similar for all databases

(Figure 4). These results suggest that sustainability of supply chains in general, and envi-

ronmental sustainability of supply chains in particular, have been much more studied in

the academic literature than social sustainability of supply chains.

Figure 4: Number of papers obtained per databases and search string. Source: Author's own.
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Since the results obtained from searches in the three databases are similar, only the

results obtained from one of them are further analyzed. Scopus was the selected data-

base, due to the bigger quantity of papers obtained from this search. 

Further analysis of the Scopus database outputs reveals that the number of publications

(for all three search strings) have been growing over the years (Figure 5). 

Publications relating supply chains and sustainability have grown exponentially during

the last decade. The study of environmental sustainability in supply chains has experi-

enced a noticeable faster growth than research related to social sustainability issues.

Therefore, environmental concerns have been the focus of supply chain sustainability re-

search, while social issues have often been pushed into the background.

 
Figure 5: Evolution over the years of the number of papers for each search string. Source:

Author's own.

Figure 5 corroborates last paragraph statements. However, it also shows how social sus-

tainability has started to get the attention of research agendas from 2008, gaining mo-

mentum in recent years. 

333 papers resulted from search string 3 [sustainab* AND (“supply chain” OR “value

chain”) AND social*]. Many of these papers just mention the word social, but they do

not delve into social sustainability issues. Further analysis of these papers reveals that

only 60 of them actually study social issues in some depth.
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Figure 6: Papers that discuss social issues among the total of papers from search string 3.
Source: Author's own.

The selected articles are published in journals from different spheres of knowledge,

namely: business management, operations management, development studies, ecology,

law, engineering and sector-specific journals.

Classifying these 60 papers by domain, three research domains concentrate most of the

studies: Development Studies (18 per cent), Supply Chain Management (25 per cent) and

Corporate Social Responsibility (17 per cent). Nevertheless, it should be underlined that

an important number of papers are published in transdisciplinary journals with a focus

on sustainability (27 per cent). The journals with a higher number of selected publica-

tions are within this last group: Sustainable Development (4 articles) and Journal of

Cleaner Production (6 articles).

Using the online tool VocabGrabber (https://www.visualthesaurus.com/vocabgrab-

ber/), word occurrences within the keywords, titles and abstracts of the selected papers

are analyzed (Table 2). It can be observed that “supply”, “chain”, “social”, “sustainable”

and “sustainability” are the most repeated words. This result was to be expected because

these words were part of the search string. Words related to the business area are among

the most popular, such as “management”, “company”, “business”, “corporate” and

“markets”. The three dimensions of sustainability appear among the most repeated

terms: “social”, “environmental” and “economic”. “Development” and “develop” are

also repeatedly mentioned, pointing towards the interest of development studies on this

issue. The frequency of the world “global” suggests the increasingly global nature of sup-
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ply chains, hence, of the studies related to them. “Food” is the only sectoral word among

the 20 most repeated ones, indicating that the research on social sustainability of supply

chains has been mostly focused on the agri-food sector.

Table 2: Most repeated words in (keywords+title+abstract) of selected papers. Source:  Author's
own.

The 60 papers reviewed can be classified considering the sector they refer to. As expect-

ed from the word occurrences analysis, most of the papers (25 articles) are focused on

the agri-food sector, 22 articles are confined to no specific sector, six articles study the

garments industry, four study biofuel supply chains and the last three, other sectors (wa-

ter, furniture and watch manufacturing).

Regarding the methodologies used, most of the articles are based on literature reviews

and/or case studies. Which is not surprising, since this is a nascent field and these re-

search methods are well fitted for exploring new areas of knowledge.
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3.1.3. Literature review: content analysis

Most of the papers acknowledge sustainability as an increasingly important factor in sup-

ply chain management. However, studies dealing with supply chain sustainability are usu-

ally focused on the analysis of one dimension: economical, environmental or social. Arti-

cles discussing all three aspects of sustainability and the existing trade-offs amongst them

are rare. 

After reading the selected articles, several issues repeteadly arise. they can be classified ac-

cording to the main issue they address. Some articles try to (1) define and quantify what

social sustainability is and how it relates to supply chain management. Other articles (2)

explore different strategies to guarantee sustainability along the supply chain. And anoth-

er group of papers (3) analyze supplier development initiatives aimed to improve overall

sustainability of suppliers’ performance. Therefore, three main categories emerge from

this analysis: understanding social sustainability, implementing social sustainability, and

supporting suppliers. Hereafter, the contents of these three categories will be explained.

(1) Understanding social sustainability: Conceptualization and quantification
of social sustainability in supply chains

The meaning of “social sustainability” in relation to business operations is not clearly de-

fined yet, because it depends mainly on stakeholders’ perceptions and expectations.

Therefore, it is difficult to arrive at a common understanding. Besides, most of the topics

that are relevant to achieve sustainability and do not fit in the other categories (economi-

cal or environmental) end up being included in what I have called the “social hodge-

podge”. Some social issues emerging from this social hodgepodge are, among others:

human rights (Awaysheh & Klassen, 2010), poverty (Bolwig, Ponte, Toit, & Halberg,

2010), social equity (Lozano & Huisingh, 2011), labor conditions (Mefford, 2011), health

and safety (Lozano & Huisingh, 2011), local economic development (Garming, Guardia,

Pocasangre, & Staver, 2011), gender equality (Anderson, 2008) and inclusion of marginal-

ized collectives (Perez-Aleman & Sandilands, 2008). Henceforth, definition of social is-

sues is complex, comprising many different approaches and showing no common lan-

guage to speak about the matter. 
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Regarding definition and quantification of social sustainability, many different proposals

have been made. They are noteworthy the efforts from the CSR reporting field (Lozano

& Huisingh, 2011; McElroy, Jorna, & van Engelen, 2008; Tate, Ellram, & Kirchoff,

2010) and the Life Cycle Assessment field (Benoît et al., 2010; Hunkeler, 2006; Nelson,

Vonderembse, & Rao, 2011; O’Brien, Doig, & Clift, 1996). However, the efforts to arrive

to a widely accepted classification of social issues are usually unsuccessful, due to the

complex nature of sustainability, and of social sustainability in particular (Gómez et al.,

2011; Matos & Hall, 2007; Pullman, Maloni, & Carter, 2009). Most authors highlight that

their proposal of definition and/or indicators should be adapted to each particular case. 

Many efforts have been deployed to integrate sustainability in supply chain management.

Several comprehensive literature reviews have been published (Carter & Easton, 2011;

Carter & Rogers, 2008; Seuring & Muller, 2008). These articles identify the need to dedi-

cate more research endeavors to the social dimension of sustainability and its integration

with the environmental and economical dimensions. Some researchers are trying to fill

this gap: (Sarkis, Helms, & Hervani, 2010) propose the incorporation of social and ethi-

cal dimensions in reverse logistics, (Awaysheh & Klassen, 2010) analyze the impact of

supply chain structure in supplier socially responsible practices, (Becker, Carbo, & Lan-

gella, 2010) integrate human resource development with sustainable supply chain man-

agement, (Mefford, 2010) highlights the relation among outsourcing, lean production and

sweatshop labor and (Bolwig et al., 2010) propose a framework to integrate poverty and

gender concerns into supply chain management. 

It is interesting to notice how, on the path to delve into the social dimension of sustain-

ability, some researchers choose to develop studies or frameworks at the interface among

traditionally “social” fields and supply chain management. Some authors stress the great

potential for developing this nascent field at the interface between development studies

and operations management (Bolwig et al., 2010; Frame, 2005; McMichael & Schneider,

2011; Perez-Aleman & Sandilands, 2008).

(2) Implementing social sustainability: Design and enforcement of strategies
to achieve sustainable supply chains

Lead firms, companies with a strong position within the supply chain which allows them

to exert certain power and control, have been appointed by society as the entities ac-
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countable for the negative impacts supply chains can produce on the environment and

society. For example, in the 90’s NGOs discovered and publicized the poor labor condi-

tions on Asian factories producing items for Nike and Adidas, this led to a worldwide

discredit campaign against these firms (Locke & Romis, 2007). Another example, in 2009

the toymaker Mattel was obliged to pay 2.3 million dollars in civil penalties when lead

paint was found in some of their most popular dolls, they have been manufactured in

Asia and Central America (Merminod & Paché, 2011). After such scandals, regaining a

company’s reputation is not only time-consuming but also expensive. 

Therefore, lead firms are now urged to control what happens throughout their entire

supply network. The implementation of appropriate information systems and governance

mechanisms is crucial to monitor and improve the sustainability of supply chains

(Wognum, Bremmers, Trienekens, van der Vorst, & Bloemhof, 2011). Although the

complexity and the costs of controlling many suppliers (especially when they are evaluat-

ed according to intangible attributes) are very high (Ciliberti, Groot, Haan, & Pontran-

dolfo, 2009).  

In order to manage the sustainability of their supply chains, lead firms (2.1) set require-

ments, (2.2) enforce compliance and (2.3) exert control over their suppliers.

(2.1) Set requirements

Sustainability requirements are usually set by lead companies through private standards.

Private standards focus on social, safety and environmental issues and are required by

brand producers and retailers when they source their products (Goonatilake, Patacconi,

& Calzadilla-Sarmiento, 2010). These standards come in various shapes and sizes (Neil-

son, 2008). They can take the form of codes of conduct (Andersen & Skjoett-Larsen,

2009), certifications (Gandenberger, Garrelts, & Wehlau, 2011; Laine & Laine, 2009) or

product labels (Bacon, 2010; Gómez et al., 2011), among others. They may be compre-

hensive and contain both environmental and social criteria, or focus on different aspects

of sustainability such as workers welfare (Mares, 2010) or pesticide use. They can be gen-

eral enough to be applicable to any industry (Lozano & Huisingh, 2011), or be developed

to suit specifically a certain sector (Hutchins & Sutherland, 2008; Maloni & Brown,

2006). In other cases, companies just use their own-developed code of conduct, this is
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for example the case of IKEA(Andersen & Skjoett-Larsen, 2009), GAP (Ansett, 2007) or

Unilever (Pretty et al., 2008). 

Some authors argue that private standards present some problems. First, they will not

contribute to a really sustainable business transformation until a greater coherence be-

tween social and environmental criteria is achieved (Blowfield, 2000; Pullman et al.,

2009). Second, private standards have been adopted by companies mainly due to con-

sumers’ demands. Therefore the issues addressed by private standards are mainly the

ones that worry sustainability-conscious consumers (usually located in developed coun-

tries), which are not necessarily coincidental with the most pressing social and environ-

mental issues at the producing site (Blowfield, 2000). Third, the majority of private

standards developed by companies are either audited internally or by an external auditor

reporting to company management. In such cases the results are rarely made available

beyond the company. Nevertheless, a growing trend is being observed to use indepen-

dently administered standards, which allow a wider range of stakeholders to be involved

in the auditing, reporting and consultation process (Gandenberger et al., 2011).  

(2.2) Enforce compliance 

Once the requirements are set, compliance throughout the chain needs to be achieved.

Muller, Vermeulen and Glasbergen (2012) identify two strategies to get suppliers to com-

ply with sustainability requirements: prescriptive or collaborative . In the prescriptive en-

forcement strategy, the requirements are communicated by the lead firm and suppliers

have to comply or leave. In the collaborative strategy, suppliers and other supply chain

actors have a voice and they can negotiate the requirements, participate on their defini-

tion or at least express their opinion about the process. It should be noticed that between

complete imposition and full suppliers’ participation there is a wide range of intermediate

strategies.

As it was discussed in the previous paragraphs, private standards are usually defined by

lead firms and include the sustainability issues prioritized by their consumers. This usual-

ly generates a certain cognitive dissonance between lead firms’ and suppliers’ understand-

ing of sustainability, which has been conceptualized as “sustainability dissonance” in the

work of Touboulic, Borrella and Gualandris (2014). The dissonance increases when lead

firm and suppliers are located in different countries (Müller, Vermeulen, & Glasbergen,
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2009). Sometimes standards are even perceived as a neo-imperialist agenda by supply

chain actors in developing countries (Neilson & Pritchard, 2007). 

Different authors highlight the importance of integrating stakeholders in the private

standard implementation process through innovative supply chain strategies (Kannabi-

ran, 2009), relational governance and trustful information exchange (Gold, 2011) and di-

rect participation in the definition and prioritization of material issues for sustainable de-

velopment (Muller et al., 2012).

(2.3) Exert control 

Eventually, supply chains and the actors involved need to be monitored in order to as-

sess and improve their performance in relation to sustainability. Due to the complexity

and costs associated to this task, lead firms tend to make first-tier suppliers responsible

of verifying compliance with sustainability requirements upstream in the chain (Mermin-

od & Paché, 2011). 

Although a wide variety of mechanisms have been developed to monitor environmental

performance, the consideration of social issues in sustainable supply chain management

has introduced greater complexity, and Hall and Matos (2010) indicate that current envi-

ronmental management techniques might not be appropriate to deal with them. That is

why new tools and instruments are being developed to, for example, achieve compliance

with labor rights (Mares, 2010) and guarantee fair trading conditions (Welford, Meaton,

& Young, 2003). Wognum et al. (2011) emphasize how modern information systems are

critical in order to ensure transparency and traceability throughout the chain.

(3) Supporting suppliers: Strengthening of suppliers’ capabilities to become
more sustainable

Private standards are enforced by lead firms in order to improve sustainability, but their

imposition may result in the exclusion of vulnerable suppliers from the supply chain

(Perez-Aleman & Sandilands, 2008). 

The challenge for micro, small and medium suppliers from developing countries is spe-

cially noticeable. They are usually more vulnerable than their bigger counterparts and

usually lack basic business capabilities; as well as access to information, credit and

productive resources (Sodhi & Tang, 2011; Hall & Matos, 2010). Besides, producers usu-
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ally have to bear the costs of compliance and auditing, in return for none or scarce price

premiums (Ras & Vermeulen, 2009). 

Traditional development actors carry out projects aimed to strengthen the capabilities of

vulnerable suppliers in developing countries, mainly in the agri-food sector (McMichael

& Schneider, 2011). Project interventions usually focus on upgrading farmers’ productivi-

ty and the quality of their produce, along with improvements in the market access

through the establishment of agreements with buying companies (Shankar, Posri, &

Srivong, 2010; Tremblay & Neef, 2009) or the creation of farmers’ organizations able to

sell directly to the end markets (Garming et al., 2011; Ingram & Njikeu, 2011).  

However, not only traditional development actors but also businesses are getting in-

volved in supporting vulnerable suppliers from developing countries. Social enterprises

act as supply chain enablers for vulnerable suppliers, providing essential services and

market connections (Sodhi & Tang, 2011); and alliances among multinational corpora-

tions and NGOs to create conditions for smallholders to benefit from inclusion in global

supply chains are increasingly common (Perez-Aleman & Sandilands, 2008).

3.1.4. Literature review: a framework for presenting the 
findings

This literature review has evidenced that there has been an exponential growth in the

field of supply chain sustainability, but research efforts have traditionally been directed

towards the study of the environmental dimension of sustainability. However, increasing

social awareness related to issues such as labor conditions (Locke & Romis, 2007) or

poverty alleviation (Laine & Laine, 2009) has fostered the interest of practitioners and

academics on the social dimension of sustainability in recent years (see  Figure 7). 

The number of publications dealing with social matters has been continuously growing

since 2007. These studies are usually of cross-disciplinary nature. The increased complex-

ity of supply chain management in a globalized world makes it difficult to define and

measure social sustainability (Gómez et al., 2011; Hutchins & Sutherland, 2008). Several

authors stress the need of dedicating more research endeavors to the social dimension of

sustainability in supply chains (Carter & Easton, 2011; Carter & Rogers, 2008; Gold,

Seuring, & Beske, 2010; Pullman et al., 2009; Seuring & Muller, 2008) and its integration
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with the environmental and economical dimensions (Lozano & Huisingh, 2011; Blow-

field, 2000).

The extant publications address the issue from very diverse areas of knowledge and a

myriad of approaches. The main spheres of knowledge currently studying social sustain-

ability of supply chains are Development Studies, Supply Chain Management and Corpo-

rate Social Responsibility. 

Figure 7: Social sustainability of supply chains: framework. Source: Author's own.

It’s worth noticing that lead companies and their commitment with Corporate Social Re-

sponsibility are central in many of the studies, and the suppliers’ perspective is usually

missing. The scope is global due to the increasing global nature of trade and supply

chains. And there is a great presence of the agri-food sector, not surprisingly if we con-

sider that this sector is spearheading the transformation towards sustainable markets due

to increasing consumer demands for transparency and accountability and the increasing

vulnerability of farmers worldwide.

The content of the articles analyzed in the literature review could be classified into three

categories. The suggested categorization consists of: (1) understanding social sustainabili-

ty, (2) implementing social sustainability and (3) supporting suppliers. As shown in the

framework in Figure 7, each of these categories explores a major challenge for the incor-

poration of social issues in sustainable supply chain management.
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Firstly, this literature review leads us to conclude that the meaning and scope of social

sustainability is not well defined yet, and it generates confusion in both practitioner and

academic fields (see box “(1) Understanding” in the framework in Figure 7). Defining so-

cial sustainability is complex (1a), since many aspects of business operations affect socie-

ty in different ways, therefore most of the topics that are relevant to achieve sustainabili-

ty and do not fit in the other categories (economical or environmental) end up being

included in the “social hodgepodge”. In order to effectively administer sustainable opera-

tions and streamline efforts, a greater coherence (1b) between social, economical and en-

vironmental dimensions and their corresponding management mechanisms should be

achieved (Blowfield, 2000). Businesses determine the definition and contents of social

sustainability based on their stakeholders’ perceptions and expectations, notably those of

their consumers. This has led to a certain tendency to consider sustainability from a de-

veloped country angle and generally overlook suppliers’ standpoint, resulting in the emer-

gence of a cognitive dissonance (1c) between suppliers understanding of sustainability

and the sustainability requirements imposed by buying firms (Müller et al., 2009;

Touboulic et al., 2014). A dialogue process, among stakeholders and supply chain actors,

is necessary in order to get to a common understanding about what social sustainability

is, why it is relevant and how it can be achieved in each supply chain.

Secondly, big buying companies have been appointed by society as the entities account-

able for the negative impacts their supply chains produce on society and the environ-

ment. Therefore, they must govern and control the consequences of business operation

throughout their whole supply network. These companies set requirements, enforce

them and establish mechanisms of control to ensure and improve the sustainable perfor-

mance of their supply chain (see box “(2) Implementing” in the framework in Figure 7).

Lead firms usually set their sustainability requirements (2a) through private standards. Af-

terwards, they can follow different strategies to enforce them (2b): in a prescriptive way,

by just imposing certain private standards; or in collaborative way, by working together

with other supply chain actors in order to define the issues to be address and the way to

do so (Muller et al., 2012). In order to monitor suppliers and control compliance (2c),

modern information systems are essential (Wognum et al., 2011), although lead firms

usually make their first tier suppliers accountable for compliance with sustainability re-

quirements upstream the chain (Merminod & Paché, 2011).
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Thirdly, sustainability requirements work as mechanisms of inclusion and exclusion, due

not only to suppliers’ willingness or not to adopt sustainable practices but also due to

their lack of capabilities or resources to comply with those requirements. When maintain-

ing or engaging with certain supplier or group of suppliers represents a competitive ad-

vantage for the buying company, the buying company provides support and help them

to overcome the existing barriers (see box “(3) Supporting” in the framework in Figure

7). Several articles explore the assistance vulnerable producers at LDC receive from lead

companies, traditional development actors or both. Usually this assistance seeks to help

them improve their products and processes (3a) or improve their market linkages (3b).

Poverty alleviation through the inclusion of vulnerable producers into supply chains is an

important issue, but still under researched (Bolwig et al., 2010). Several authors have ex-

pressed their concern about the little research in the field of sustainable supply chains

that has been done from and about developing countries (Seuring et al., 2008; Vermeulen

& Seuring, 2009). 

Finally, it is worth noticing that even when companies are hold accountable for the social

impacts of their supply chains, they usually lack expertise on dealing with social issues.

Therefore, they seek assistance of organizations with experience on the social field (as

shown in Figure 7). Social enterprises, development actors, suppliers’ associations, certi-

fiers, government agencies, and even business competitors that are outperforming in the

sustainability arena are potential partners for collaboration.

Several research gaps have been identified in this literature review about social sustain-

ability of supply chains: (i) academics stress the need of dedicating more research endeav-

ours to the social dimension of sustainability in supply chains, (ii) most extant research

on this field focuses on lead firms, neglecting the suppliers’ perspective, and (iii) little re-

search in the area has been done from and about developing countries.
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3.2. The focus: inclusive supply chains

Modern supply networks are increasingly multinational. Nowadays most supply chains

are linked to Asia, Africa or Latin America, either because of their supplies or because of

their final sales. Competitive prices attract foreign buyers, low salaries attract foreign (and

boost local) industry and the raise of a numerous middle-income class is encouraging re-

tailers to expand their operations to developing countries. The existing links between

companies of different countries are numerous and unpredictable. Working on the three

pillars of sustainability, economical, environmental and social, is not only an ethical duty

but also a way to achieve (and maintain) the success of any firm in the new global envi-

ronment. In this context, with increasing business operations taking place in regions

where poverty rates and social exclusion are peaking, tremendous opportunities exist to

influence and support companies in developing countries to operate sustainably and have

a positive impact on inclusive growth and poverty alleviation. However, in the nascent

field of social sustainability of supply chains, the studies related to poverty alleviation

through supply chain inclusion strategies are still scarce, and there is as well a lack of

contributions from and about developing countries. 

In Section 3.1, it was concluded that it is at the interface between business management

and development studies domains where social sustainability of supply chains research is

being nurtured, especially when studying operations in developing countries. From the

development standpoint, we have observed a paradigm shift advancing from a traditional

assistance-oriented approach to a new concept of development which integrates busi-

nesses and market strategies. Issues such as inclusive business (Mendoza & Thelen,

2008), shared value (Porter & Kramer, 2011) or poverty footprint (Oxfam International,

2009) are now common ground for both development actors and private companies

seeking sustainability. Therefore, new research opportunities are emerging at the inter-

face between business and development studies. The academic community is called to

play an important dovetailing role in this scenario by advancing both conceptual and

methodological contributions. 
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3.2.1. A multidisciplinary approach to inclusive supply chains

Inclusive supply chains refer to supply chains that incorporate vulnerable communities as

market actors. They are part of the nascent field of research about social sustainability of

supply chains. Further analysis of the papers selected for the literature review in Section

3.1, and using cross-referencing as a second source, led to the identification of three re-

search streams that are specifically studying inclusive supply chains. These research

streams are located at the interface between Corporate Social Responsibility, Supply

Chain Management and Development Studies (see Figure 8). The research streams are

Global Value Chains (GVC), Base of the Pyramid (BoP) and Sustainable Supply Chain

Management, and their most relevant contributions are presented in Subsections 3.2.2,

3.2.3 and 3.2.4.  

Figure 8: A multidisciplinary approach to inclusive supply chains. Source: Author's own.

Building inclusive supply chains is challenging, both as a practical problem and as a re-

search subject. The problem has been addressed and studied from a variety of approach-

es and research areas, but cross-disciplinary studies are still rare.

This thesis aims to contribute to this sprouting discussion by proposing a framework

that, combining development studies and business management learnings, helps compa-

nies to understand and develop inclusive supply chains. 
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3.2.2. Global Value Chains (GVC)

The Global Value Chain (GVC) approach emerged in the early 90s (Gereffi, 1994) as a

novel methodological tool for understanding the dynamics of economic globalization

and international trade through the study of supply chains. More specifically, the GVC

approach revolves around analyzing typologies and locations of supply chain actors, the

linkages between them, and the dynamics of inclusion and exclusion. It also entails un-

derstanding the structure of rewards, the functional division of labor along a chain, the

distribution of value and the role of private standards in facilitating or hindering partici-

pation (Bolwig et al., 2010). 

The main constructs in the GVC literature are: (a) governance, (b) upgrading opportuni-

ties (for developing country firms) and (c) inclusion and exclusion mechanisms. All of

them are relevant for the study of inclusive supply chains.

(a) Governance 

Governance is described as a non-market coordination of economic activities and en-

compasses concepts such as power, regulation, chain dynamics, coordination and con-

trol. Governance can be exercised in various ways, and different parts of the same chain

can be coordinated differently (Humphrey & Schmitz, 2001).

Governance implies that some company (or group of companies) sets and/or enforces

the parameters under which others in the chain operate. A firm that can exercise this

kind of control usually enjoys great market power or it is located in key chain segments

(Bolwig et al., 2010).

A series of governance structures have been defined by GVC scholars. The most popular

classification is the on made by Gereffi (1994), who proposed two main governance

structures: buyer-driven or producer-driven. A buyer-driven commodity chain is used to

denote supply chains in which retailers or marketers of the final product use explicit co-

ordination to help create a highly competent supply-base upon which production and

distribution systems could be built without direct ownership, explicit coordination in dis-

integrated chains (e.g. apparel industry, agri-food industry). In producer-driven chains the
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power is held by final-product manufacturers and it is characteristic of capital, technolo-

gy or skill intensive industry (e.g. automotive industry). Nevertheless, governance struc-

tures are not static and can vary over time, if the supply chain context changes. 

More recently, Gereffi, Humphrey and Sturgeon (2005) have proposed a new classifica-

tion of five governance structures based on the degree of explicit coordination and the

power asymmetry (see Table 3). Furthermore, three attributes that determine the type of

governance are identified: complexity of transactions, codifiability of information and ca-

pability of suppliers. In summary, these authors say that when transactions are complex,

information is difficult to codify and supplier base capability is low, a more explicit coor-

dination is needed. 

Regarding suppliers’ capabilities, Keesing and Lall (1992) note that suppliers from devel-

oping countries in global supply chains are often expected to meet requirements that do

not apply (yet) to their domestic markets. Therefore, they may need support to develop

the necessary capabilities to do so.

Regarding complexity and codification, Ponte and Gibbon (2005) suggest that complex

information about sustainabilty and quality can be increasingly embedded in private

standards, allowing lead firms to operate with “hands-off” forms of governance.

Table 3: GVC governance structures and their key determinants. Source:  (Gereffi et al., 2005).

The agri-food sector has been extensively researched from the GVC standpoint. Minten,

Randrianarison and Swinnen (2009) argue that the intensity of land and unskilled labor in

this sector, the longer cultivation periods in tropical countries and export incentives,

have driven developing countries to significantly increase their share of the horticulture

international trade. 
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Agri-food supply chains are buyer-driven and increasingly tightly governed. Dolan and

Humphrey (2001) explain this tight governance is mainly due to two reasons: (i) product

differentiation strategies, and (ii) end-market requirements related to social and environ-

mental sustainability and product safety. The aforementioned requirements, imposed by

lead companies, determine which producers and processors are able to gain access to the

international agri-food chain.

(b) Upgrading strategies 

Upgrading refers to shifts that firms or groups of firms might undertake to improve their

competitive position in the supply chain, basically by making better products, making

them more efficiently or moving into more skilled activities (Kaplinsky, 2000; Porter,

1990). When exercising governance, lead firms play an important role in determining the

upgrading opportunities of developing country producers. Especially producers in buyer-

driven global value chains are facing powerful global buyers who have a major influence

not just on sales but also on the type of upgrading strategies open to them.

Humphrey and Schmitz (2002) have developed the following typology for upgrading

strategies: (i) process upgrading: achieving more efficient production by reorganization;

(ii) product upgrading: moving into products with increased unit value; (iii) functional

upgrading: increasing skill content; (iv) inter-chain upgrading: applying competences ac-

quired in one function to a different sector/chain. These are generic forms of upgrading

which could be applied to almost any sector and actor of the chain. 

Gibbon (2001b) proposes complementary strategies, specifically oriented to improve

smallholders’ position in the chain, namely: delivering larger volumes (through coordina-

tion with other smallholders, for example establishing cooperatives); matching standards

and certifications; improving logistics (therefore better accomplishing lead-time require-

ments); getting better paid for the same product (for example, “fair trade”). 

Global buyers tend to invest in developing suppliers’ capabilities when they are exposed

to risks as a result of suppliers’ failures, when a big gap exists between knowledge re-

quired for local production and knowledge required for export production, or when a big

gap exists between product/process requirements and producer capabilities.When global

buyers invest in developing suppliers’ capabilities, they would need to guard this invest-

ment in their suppliers by remaining the dominant, if not exclusive, customer (Humphrey
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& Schmitz, 2000; Humphrey & Schmitz, 2002). Therefore supplier competence can play

a significant role in determining the extent of subordination of suppliers to buyers. 

(c) Inclusion and exclusion mechanisms 

There is an intense debate on how tightening standards imposed to GVC determine the

participation of poor households in exports supply chains. 

On the one hand, standards set entry barriers and present new challenges to existing sup-

pliers (Ras & Vermeulen, 2009), which may lead to the marginalization of SMEs and

poor farmers (Dolan & Humphrey, 2001; Gibbon, 2003; Humphrey, McCulloch, & Ota,

2004). On the other hand, the challenge of rising standards provides the opportunity for

selected suppliers to add value, assimilate new functions, improve their products, and de-

velop closer co-operation among actors (Jaffee, 2003).

Several empirical studies suggest that given the right incentives and contracting systems,

vulnerable producers in developing countries can participate successfully as suppliers of

global value chains (Dries & Swinnen, 2004; Maertens & Swinnen, 2009; Minten et al.,

2009). 

Nevertheless, Bolwig et al. (2010) point out that the impact of GVC on the poor should

not be analyzed only in terms of exclusion and inclusion. People may be thoroughly in-

corporated in a particular supply chain, but highly marginalized or excluded in another

sense. Even when people are included, this may not be on advantageous terms. On the

other hand, exclusion or marginality is not necessarily disadvantageous. When people

lack leverage within a particular economic or social field, retreat to the margins or ex-

ternality from its operations may be an advantage (du Toit, 2008).

GVC research: summary

GVC research discusses the dynamics of economic globalization and international

trade, putting special emphasis in the implications for developing countries and vulnera-

ble communities. The main sector that has been studied within the GVC domain is the

agri-food sector. 
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GVC characterizes supply chains by the way they are governed, the upgrading opportu-

nities that exist for producers in the chain and the degree of inclusion or exclusion of

impoverished communities.

GVC are usually governed by lead firms from developed countries or emerging

economies. Agri-food export supply chains are usually controlled by big retailers,

brand-owners or traders, therefore they are buyer-driven. These global buyers can and

do exert a high degree of control over spatially dispersed value chains. Even when they

do not own production, transport or processing facilities, they enjoy enough power to

restructure the chain at their will and bargain strongly over prices.

Tightening standards in terms of quality, delivery and food safety, as well as social de-

mands, related to environmental impacts, working conditions and social responsibility,

are increasingly present in GVC. Some authors argue that these growing requirements

may lead to the marginalization of vulnerable suppliers, while others defend that they

can be a motivator for suppliers to upgrade and improve their competitive position.

There are mainly four types of upgrading (product, process, functional and interchain). 

Lead companies begin to consider critical to their competitiveness having a network of

reliable suppliers who are able to meet their requirements. Especially when they work

with vulnerable suppliers, they are engaging in more direct governance in order to

reduce transaction costs, improve codifiability of information and develop suppliers’

capacities.

However, it is important to notice that most studies assume the impacts of vulnerable

suppliers’ inclusion in GVC are positive. The effects on poor households welfare are

rarely analyzed systematically.

3.2.3. Bottom of the Pyramid (BoP)

The Bottom or Base of the Pyramid (BoP) school of thought is specifically dedicated to

study the potential integration of the world’s poor into business operations, not through

philanthropic actions but through innovative business models (Karnani, 2011; London &

Hart, 2004; Prahalad, 2004). 
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The original BoP idea is that poverty can be alleviated through marketing innovative

products and services to poor communities in developing countries (Prahalad & Ham-

mond, 2002; Prahalad & Hart, 2002). These products and services would supposedly

meet the uncovered needs of the impoverished population and, at the same time, gener-

ate lucrative opportunities for businesses. Prahalad (2004) explains that in the world

there is more than 4 million people living in poverty, and “if we stop thinking of the

poor as victims or as a burden and start recognizing them as resilient and creative entre-

preneurs and value-conscious consumers, a whole new world of opportunity will open

up”. Prahalad argues that serving the BoP consumers will foster innovation in technolo-

gy, products, services and business models. Reaching these markets will also require

companies to work hand by hand with other actors such as civil society organizations

and the public sector; with the added value it entails. Finally, Prahalad points out that

market development at the BoP has the potential to create millions of new entrepreneurs

in the poorest communities. Therefore, Prahalad is persuaded that entrepreneurship on a

massive scale is the answer to global poverty and he makes a call to big corporations to

join the BoP proposal.

The original BoP proposition (Prahalad & Hammond, 2002; Prahalad & Hart, 2002) can

be summarized in three points: (1) make profits by selling to the poor, since substantial

benefits can be made from the untapped purchasing power at the bottom of the pyra-

mid, (2) eradicate poverty, because selling to the poor will bring prosperity to the poor,

and (3) involve multinational companies, who should play the leading role in this process.

Regarding point (1), the potential benefits for businesses, some scholars argue the size

and definition of the BoP is inaccurate (Karnani, 2007). The Bottom of the Pyramid is

defined by their proposers as the 4 billion people who live with less than $2/day. The

World Bank estimated the number of people living under the poverty line ($2/day) at 2,7

billion in 2001. If we consider the poorest 4 billion people in the world, the poverty line

would be set at $8 per day. Therefore, the BoP, as defined by Prahalad, would be includ-

ing all the world’s population whose income is under $8 per day, comprising a wide seg-

ment of the population who actually are not the poor, but the growing middle class in

emerging economies (Jaiswal, 2008). A better definition of the BoP market is needed, by

making a distinction among population with different levels of income, rural and urban

contexts, etc. (Kolk, Rivera-Santos, & Rufin, 2014). 
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Regarding point (2), the alleviation of poverty, the idea that it is possible to alleviate

poverty through selling goods is based on the belief that the poor are perfectly rational

consumers, hence they are the best judges of how to maximize their utility (Clay, 2005).

However, Banerjee and Duflo’s (2007) study about the consumption habits of the poor

reveals that they usually spend a large part of their income in non-essential goods, such

as alcohol or cosmetics. Therefore, Karnani (2009) remarks that there are social and en-

vironmental risks on marketing products which do not present any added value to im-

prove impoverished people’s life. There are still few studies assessing the impacts on

poverty reduction of BoP initiatives.

Regarding point (3), the role of multinational companies, Kolk et al. (2014) argue that

most BoP initiatives are launched by small, local firms rather than by large, multinational

firms. It is also worth noticing that not all BoP initiatives are started by for-profit organi-

zations, social enterprises, NGOs and cross-sector partnerships are commonly found as

the precursors of BoP enterprises.

New trends are emerging in the BoP domain. Some authors even talk about a “new gen-

eration BoP strategy” or “BoP 2.0”, in which co-creation, dialogue and partnerships are

central elements (Simanis, Hart, & Duke, 2008). 

There is a huge potential for creating societal benefits and business opportunities when

the focus shifts from the poor as consumers to the poor as workers, entrepreneurs and

co-creators. Karnani (2011) proposes three different strategies for the private sector to

play a key role in poverty alleviation: shift to focus on the poor as producers, and giving

priority to purchasing from them, rather than selling to them; emphasize the creation of

employment opportunities for the poor; and increase their productive capacities by en-

suring basic public services. He also argues that business should provide truly beneficial

products and services to the poor at prices they can afford, and governments should reg-

ulate these markets to protect vulnerable consumers. 

London (London & Hart, 2004; London, 2008; London, 2009) has made a call to focus

on the unmet needs of producers, since they face many constraints when trying to incor-

porate their activities into formal market dynamics. London, Anupindi, and Sheth (2010)

identify constraints on value creation, related to the ability to access quality affordable in-
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puts and financial resources, and constraints on value capture, related to market access,

bargaining power and security of transactions.

BoP authors have also warned about how challenging working with the BoP is, either

viewed as a market target or as a sourcing opportunity. In fact, there are so many barriers

to reach the real poor that the majority of BoP initiatives may not get to them (Mendoza

& Thelen, 2008). The challenges of working on the complicated context of poverty were

clearly underestimated, leading to the failure of many BoP initiatives. Karamchandani,

Kubzansky, and Lalwani (2011) suggest that not every company is suited to work with

the BoP and they propose a framework to better understand the risks and challenges for

BoP businesses. The most encouraging business-model innovations at the bottom of the

pyramid represent not incremental adaptations but new, groundbreaking, end-to-end

strategies.    

Partnering with NGOs and other citizen sector organizations that have a deep knowl-

edge of the poor is suggested, from Prahalad (2004) to current authors (Schuster & Holt-

brügge, 2014), as a way for companies to gain knowledge of the complex dynamics of

poverty contexts. Social enterprises are considered by several authors as effective en-

ablers for the incorporation of poor producers into supply chains. Sodhi and Tang (2011)

enumerate the main ways social enterprises help micro-entrepreneurs in developing

countries: by providing (i) easier access to financial credit, (ii) easier access to market in-

formation, (iii) easier access to customers, and (iv) improved access to supplies. 

Notwithstanding certain criticism, the BoP approach represents an innovative strategy to

poverty alleviation, and traditional development actors begin to collaborate with busi-

nesses and leverage BoP initiatives. 

Three gaps have been identified in BoP research. First, the BoP approach usually ne-

glects the supply chain perspective. And while supply chain scholars acknowledge the im-

portance of integrating poverty concerns into supply chain management (Ras & Ver-

meulen, 2009; Seuring & Muller, 2008; Yawar & Seuring, 2015), only very recently some

studies are beginning to explore how to provide opportunities for impoverished commu-

nities from the supply chain management theory (Gold, Hahn, & Seuring, 2013; Hall &

Matos, 2010). Second, most empirical studies to date in the BoP field are focused on de-

veloping countries in Asia and Latin America, while Africa has been often neglected as a
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geographic area. BoP scholars are calling for broadening the empirical base to this region

(Egri & Ralston, 2008; Kolk & Lenfant, 2012; Kolk & Van Tulder, 2010; Kolk et al.,

2014). Third, studies assessing the impacts on poverty reduction of BoP initiatives are

still scarce (Kolk et al., 2014).

BoP research: summary

BoP research explores trading relationships between businesses and impoverished com-

munities. The core premise of the BoP concept is the possibility to combine profits

with poverty alleviation. The original BoP proposition is that by marketing innovative

products and services to poor communities in developing countries, poverty would be

reduced and companies would increase their benefits, especially multinational compa-

nies. This idea has evolved to consider the incorporation of the poor to business activi-

ties not only as consumers, but also as employees, entrepreneurs and co-creators. De-

spite the emergence of these new approaches, most BoP initiatives to date are still

focused on selling to the poor rather than hiring or doing business with them. 

Various BoP scholars suggest that, for the private sector to play a key role in poverty al-

leviation, businesses should shift to focus on the poor as workers and producers. On

the one hand, BoP businesses could create employment opportunities for the poor. On

the other hand, BoP businesses could give priority to purchasing from the poor rather

than selling to them, and increase their productive and marketing capacities by address-

ing their needs and constraints. Vulnerable producers face numerous barriers related to

value creation, due to a lack of ability to access quality affordable inputs and financial

resources, and barriers related to value capture, due to difficult market access, low bar-

gaining power and limited security of transactions. 

Working with population at the BoP is very challenging. These challenges were under-

estimated by companies jumping onto this promising new field and led to the failure of

many BoP initiatives. The most encouraging business-model innovations at the BoP

represent not incremental adaptations but new, groundbreaking, end-to-end strategies.

BoP businesses represent an innovative approach to poverty alleviation, and traditional
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development actors are beginning to recognize it as a valid development strategy. Social

enterprises, development agencies and NGOs, who posses a deep knowledge of the

complex dynamics of poverty contexts, are partnering with for-profit companies in or-

der to implement successful BoP initiatives.

However, some gaps need to be addressed: the supply chain perspective is usually lack-

ing, objective assessments of the impacts on poverty alleviation are scarce, and the

African context has been generally neglected in BoP research.

3.2.4. Sustainable Supply Chain Management (SSCM)

Sustainable Supply Chain Management (SSCM) has been defined as “the systemic, trans-

parent integration and achievement of an organization’s social, environmental, and eco-

nomic goals in the systemic coordination of key interorganizational business processes

for improving the long-term economic performance of the individual company and its

supply chain” (Carter & Rogers, 2008). Managing complex and global supply networks is

difficult and this difficulty increases when sustainability requirements need to be en-

forced. The academic community has addressed this challenge by increasing the research

on SSCM (Carter & Easton, 2011; Kleindorfer, Singhal, & Wassenhove, 2009; Linton,

Klassen, & Jayaraman, 2007; Seuring & Muller, 2008; Winter & Knemeyer, 2012).  

SSCM scholars have mainly focused on studying the environmental dimension of supply

chain sustainability, neglecting the consideration of the social perspective. Some authors

stress the need to go beyond the environmental focus to incorporate the social dimen-

sion of sustainability (Carter & Rogers, 2008; Klassen & Vereecke, 2012; Pagell & Wu,

2009; Seuring & Muller, 2008) and they also show a concern about the little work in that

has been done from and about developing countries (Seuring et al., 2008; Vermeulen &

Seuring, 2009).

Since supply chains are increasingly global and production is mainly located in develop-

ing countries, Yawar and Seuring (2015) highlight the increasing importance to explore

the implications of supply chain management for poverty alleviation. On the one hand,

the pressure to conduct business in a sustainable way, especially in fragile contexts,

comes from various stakeholders—customers, shareholders, boards, employees, govern-
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ments, and NGOs— and it is growing (Lee, 2010). At this juncture, there is an increasing

pressure on firms operating in developing countries to provide opportunities for impov-

erished communities. On the other hand, poor communities are particularly vulnerable,

and may hinder environmental and social improvement out of desperation, by for exam-

ple by over-exploiting local resources or engaging in crime (Hall & Matos, 2010).

It is helpful to separate upstream supply chain operations (the poor as suppliers of prod-

ucts, services or labor) from downstream ones (the poor as distributors or consumers of

finished goods) because research topics are quite different for these two contexts (Sodhi

& Tang, 2014). This research project seeks to study the incorporation of the poor as sup-

pliers, therefore it is focused on studying the incorporation of the poor in upstream sup-

ply chain operations.

Many challenges arise when companies try to engage with vulnerable suppliers in their

supply chains. Matos and Silvestre (2013) identify three main barriers lead companies

face to effectively incorporate vulnerable suppliers in their supply chains: (1) missing

communication, (2) higher transactional and (3) operational costs and increased

complexity. 

First, there is a problem of understanding, since communication between formal compa-

nies and vulnerable producers, who often lack basic business education, is not easy. Hall

and Matos (2010) identify power imbalances, knowledge asymmetries and mistrust as the

main impediments to knowledge diffusion between lead firms and vulnerable producers.

Sodhi and Tang (2014) argue that this power and knowledge imbalance can lead to an

uneven distribution of value throughout the supply chain, with vulnerable suppliers cap-

turing very little of the supply chain surplus. 

Second, transaction and operational costs are higher in supply chains that integrate vul-

nerable suppliers, mainly due to their geographical dispersion (Hall & Matos, 2010).

Smallholders are often scattered throughout remote rural areas with difficult access. 

Third, complexity is identified in the SSCM literature as one of the barriers for stakehold-

er coordination and collaboration (Seuring & Muller, 2008). When dealing with sustain-

ability, greater difficulties can be expected because a wider range of stakeholders are in-

volved and parties usually have contradictory interests and views (Hall & Vredenburg,
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2003). The complexity can be expected to be even higher when vulnerable suppliers are

implicated (Matos & Silvestre, 2013). 

In order to achieve sustainability in supply chains, while reducing complexity and trans-

action costs and improving communication throughout the chain, private standards are

implemented. However, the effect may be paradoxically negative for the most vulnerable

suppliers. Compliance with standards require considerable changes and investments that

are often beyond the reach of poor producers. In addition to these capacity barriers,

there are understanding barriers, because private standards concerning sustainable supply

chain practices usually differ significantly from existing norms in developing countries

(Hall & Matos, 2010). Therefore, standards represent significant barriers to entry and

may impede poor producers’ access to supply chains (Perez-Aleman & Sandilands, 2008).

Virtually all the discussion about private standards focuses on the lead company perfor-

mance related to their adoption at the corporate level, voluntary enforcement, and audit-

ing processes. Perez-Aleman and Sandilands (2008) identify the need to better under-

stand how the implementation of social and environmental standards in supply chains

can foster the inclusion of those at the bottom of the pyramid. 

Traditional logistics management approaches are deficient to address the aforementioned

challenges (Hall & Matos, 2010). In line with Karamchandani et al. (2011), who suggest

that the better functioning businesses models at the BoP are the radically innovative

ones; Lee (2010) argues that for supply chains to become truly sustainable and inclusive,

they should be rebuilt from end to end. However, most corporations respond in a reac-

tive, piecemeal way, by just swapping one material, vendor, location, production step, or

mode of transportation for another (Lee, 2010). Rethinking supply chains to become

more inclusive would imply switching from a focus in efficiency towards new approaches

based on collaboration (Hall & Matos, 2010; Lee, 2010; Perez-Aleman & Sandilands,

2008). These collaborative or active assistance approaches seek to improve the ability of

poor producers to participate in global supply chains mainly by: reducing intermediate

echelons between buying companies and poor suppliers, reducing search cost and/or im-

proving productivity (Sodhi & Tang, 2014).

In order to apply a collaborative approach to inclusive supply chains, some actors have

to bridge the knowledge and capacity gap between poor producers and buying firms.
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Supply chain managers should acquire new skills for engaging with impoverished farmers

(Hall & Matos, 2010). Cooperatives can play an important role bridging knowledge asym-

metries between buyers and suppliers, and they could also act as a conduit for basic busi-

ness education and the establishment of trust (Hall & Matos, 2010). Sodhi and Tang

(2011) explain how social enterprises are playing the role of supply chain enablers for the

poor by facilitating access to credit, information, clients and suppliers. Others claim that

these challenges may be overcome by establishing cross-sector partnerships such as cor-

porations and NGOs alliances which help generating sustainable values, establishing a di-

alog and motivating cooperative behavior amongst the parties throughout the value chain

(Matos & Silvestre, 2013; Perez-Aleman & Sandilands, 2008).

In order to reduce transaction costs and improve communication and collaboration

among actors in complex inclusive supply chains, the use of information and communi-

cation technologies (ICT) is critical (Sodhi & Tang, 2014). 

Inclusive supply chains offer new research opportunities because they raise operational

issues that are quite different from those examined in the traditional SSCM literature.

Sodhi and Tang (2011) suggest that the success of inclusive supply chain strategies could

be assessed by analyzing how the four types of supply chain flows, namely financial, in-

formation, demand and supply, are reaching poor producers. Another research opportu-

nity is studying the different types of supply contracts and how the transaction is carried

out, and to examine poverty alleviation as well as profits for the enterprise (Sodhi &

Tang, 2014). Identifying and characterizing the actors enabling the adoption of collabora-

tive approaches for supply chain management is also needed, as well as understanding

how private standards can foster or hinder the inclusion of those at the BoP (Perez-Ale-

man & Sandilands, 2008).

SSCM research: summary 

The SSCM school of thought has mainly focused on studying the environmental

dimension of supply chain sustainability, neglecting the consideration of the social

perspective. 
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However, in recent years, increasing outsourcing of production to developing countries

and stakeholders’ demands for a more holistic approach to business sustainability have

led SSCM scholars to acknowledge the importance of integrating poverty concerns in

this field’s research agenda. 

The main challenges that arise when companies try to engage with vulnerable suppliers

in their supply chains are: missing communication, higher transactional and operational

costs and increased complexity. Power imbalances and information asymmetries are

usually conducive to an uneven distribution of value, with vulnerable suppliers captur-

ing a very little share of the added value created. This, together with mutual mistrust,

are the drivers of poor communication between buying companies and vulnerable sup-

pliers. Geographical dispersion and knowledge asymmetries lead to higher transactional

costs. And the existence of deep cultural differences as well as contradictory interests

and views increase complexity.

Private standards are used as an strategy to address the aforementioned challenges, but

they may paradoxically have a negative impact on the most vulnerable suppliers. Com-

pliance with these standards require considerable changes and investments that are of-

ten beyond the reach of poor producers.

Traditional logistics management approaches are deficient to address these new chal-

lenges, and supply chain managers need to adopt new approaches, especially regarding

supply chain structure and collaboration with supply chain actors and other stakehold-

ers. There is a need of expert actors to bridge the knowledge and capacity gap between

poor producers and buying firms. Different articles highlight social enterprises, cooper-

atives and NGOs as organizations suited to play this role. ICT technologies are effec-

tively reducing transaction costs in complex and scattered supply chains. And private

standards implementation could act as mechanisms of inclusion (or exclusion) of poor

producers, but their effect should be determined. 
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3.3. The emerging framework

A new research problem is emerging pushed by the globalization of supply chains and

their social impacts, especially noticeable on vulnerable communities from developing

countries. Stakeholders’ pressure on lead firms is high. Therefore, they are implementing

strategies to promote sustainability throughout their increasingly diverse and scattered

supply base. The poor are being incorporated into these supply chains as consumers,

suppliers, distributors, service providers, workers, entrepreneurs and co-creators. New

challenges arise when companies are requested to guarantee fair and sustainable access to

these vulnerable actors, who usually lack formal education and productive capacity.

The question driving this research project is “How can businesses facilitate the sustain-

able inclusion of rural producers from LDC into supply chains?”

It was considered appropriate to explore this question from three different streams of re-

search, since all of them have addressed this issue to a lesser or greater extent and they

present complementary approaches to this challenge. Surprisingly, to the best of our

knowledge, very little cross-pollination exists among them.

The GVC paradigm links scholarly research on globalization with the concerns of both

policy makers and social activists, who are trying to harness the potential gains of global-

ization to the pragmatic concerns of specific countries and social constituencies that feel

increasingly marginalized in the international economic arena (Gereffi & Lee, 2012). The

SSCM approach delves into key inter-organizational business processes and coordination

to achieve sustainability for the individual company and its supply chain (Carter &

Rogers, 2008). Meanwhile, BoP research focuses on particular business models that are

specifically oriented to incorporate the poor to a company’s supply chain (Gold et al.,

2013). 

Down below, a conceptual framework is proposed, building on contributions of the

aforementioned streams of research - GVC, SSCM and BoP - and the findings from the

literature review on social sustainability of supply chains (summarized in Subsection 3.1.4

in page 47).
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Figure 9: The conceptual framework for inclusive supply chains. Version 1.0. Source: Author's
own.

3.3.1. Discussing the framework for inclusive supply chains

The conceptual framework presented in Figure 9 consists of five differentiated parts. On

the left side of the figure, as inputs to the process, we can find the main motivators that

are driving companies to engage with vulnerable suppliers in developing countries. Fol-

lowing the arrows, we find the characterization of the poor as suppliers. Next, four main

challenges for businesses to work with vulnerable suppliers are identified, as well as three

pathways commonly followed in order to overcome the challenges. Finally, as the output

of the process, more inclusive supply chains are achieved.

Hereinafter, each part of the framework is discussed in more depth.

Motivation of businesses to work with the poor 

Companies operating in developing countries interact with poor communities, since the

poor are often part of their consumer target, their supply base or their workforce. The

literature review revealed that there are three main factors driving companies to engage

with the poor: stakeholders’ pressure, business opportunity and risk management. 

It is increasingly important to explore the implications of businesses and supply chain

management for poverty alleviation (Yawar & Seuring, 2015). The demands to conduct

businesses in a sustainable way, especially in fragile contexts, come from various stake-

holders—customers, shareholders, boards, employees, governments, NGOs— and are

growing (Lee, 2010). At this juncture, there is an increasing pressure on firms operating

in developing countries to provide opportunities for impoverished communities. 
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Stakeholders push businesses to behave ethically, but companies do not engage with the

poor only because of their stakeholders’ pressure. Companies see opportunities in

working with the world’s poor. Some authors defend that marketing adapted products

and services to poor communities in developing countries would generate lucrative op-

portunities for businesses (Prahalad, 2004). Other authors argue that for the private sec-

tor to play a key role in poverty alleviation, businesses should shift to focus on the poor

as workers and producers (Karnani, 2007; London & Hart, 2004). Whatever type of rela-

tion, it is increasingly acknowledged that working with the poor can be a source of inno-

vation (of products, processes and business models), provide important insights into the

future generations of consumers (located in developing countries), improve the stability

of supply of certain raw materials (such as tropical products) and even improve employee

engagement in the company.

Finally, tightening standards in terms of quality, delivery and safety, as well as social de-

mands, related to environmental impacts, working conditions and social responsibility,

are driving stronger vertical coordination in supply chains, especially in the agri-food sec-

tor. Lead companies consider critical to their competitiveness to have a network of reli-

able suppliers who are able to meet the aforementioned standards. Therefore, they are

engaging with vulnerable suppliers in more direct way in order to reduce exposition to

risks as a result of suppliers’ failures (Humphrey & Schmitz, 2000) or scandals related to

unsustainable practices (Locke & Romis, 2007; Merminod & Paché, 2011). 

The poor as suppliers 

The inclusion of the poor upstream supply chains as suppliers of products and/or labor

is argued to have a higher impact on poverty alleviation than initiatives that integrate the

poor downstream supply chains as consumers (Karnani, 2011). 

Nevertheless, it is important to notice that market-based pro-poor initiatives, such as in-

clusive supply chains, might not be the solution to lift out of poverty the most deprived

population. There are many barriers to reach the poorest and they may not be ready to

act as supply chain actors (Mendoza & Thelen, 2008). Challenges are often underestimat-

ed by businesses (Karamchandani et al., 2011) and the scarce inclusion of the poor in the

decision making processes hinders the opportunies of innovation and adaptation to the

context.
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Poor producers face many challenges when trying to access to and benefit from partici-

pation in supply chains. They face barriers related to value creation, due to a lack of abili-

ty to access quality affordable inputs and financial resources; and barriers related to value

capture, due to difficult market access, low bargaining power and limited security of

transactions (London et al., 2010). Therefore, the increasing requirements imposed by

markets and lead firms, especially in exports markets and niche market segments, are

mechanisms that to a large extent determine their exclusion from supply chains.

Suppliers can improve their opportunities and position in the chain by upgrading. There

are mainly four types of upgrading: product, process, functional and interchain

(Humphrey & Schmitz, 2002). External support, coming from businesses, government

agencies or NGOs, can facilitate vulnerable suppliers upgrading. 

Even when the poor are able to access supply chains, power imbalances and knowledge

asymmetries are sometimes conducive to an uneven distribution of value, with poor sup-

pliers capturing a very little share of the added-value created. 

Challenges to incorporate the poor as suppliers 

Companies face various challenges when trying to incorporate the poor as suppliers. The

author has identified four factors as the most relevant ones to be taken into account:

cognitive dissonance, complexity of transactions, codifiability of information, and capa-

bility of suppliers.

a) Cognitive dissonance

A problem of understanding between formal companies and poor farmers is commonly

found, due to cultural differences, dissimilar perceptions and different levels of implicit

knowledge (Matos & Silvestre, 2013). This problem is specially remarkable when suppli-

ers are expected to meet requirements that do not yet apply to their domestic markets

(Keesing & Lall, 1992). Power imbalances, knowledge asymmetries and mistrust are the

main impediments to knowledge diffusion (Hall & Matos, 2010). In inclusive supply

chains, the participation of a wide range of stakeholders and parties that usually have

contradictory interests and views increase the dissonance (Hall & Vredenburg, 2003).

Trust and collaboration could be improved by engaging impoverished producers in early

stages of development and/or implementation of hands-on governance mechanisms.
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b) Transaction costs

Complexity of transactions refers to the efforts required to sustain a particular transac-

tion, regarding information, financial and material flows. Poor suppliers are characterized

by a lack of basic business education, a poor understanding of end markets and geo-

graphical dispersion (Hall & Matos, 2010; Matos & Silvestre, 2013). Therefore, working

with poor suppliers increase complexity of transactions, raising transaction costs and hin-

dering communication. ICT technologies can be used to improve communication and

bring down transaction costs (Sodhi & Tang, 2014). 

c) Codifiability of information

Information can be more easily transmitted between supply chain actors through the

adoption of technical standards that codify information and allow cleaner hands-off be-

tween trading partners. However, when product specifications are complex or delicate,

codification might be difficult. Another problem is that standards are very dynamic and

can become obsolete. Competing standards can make choosing and investing difficult

and risky. Adopting the standards may not be straightforward, inexpensive or immediate-

ly possible for all the actors in the industry. Major advantages accrue to those actors that

actively participate in the rule setting process (Sturgeon, 2001).

d) Capability of suppliers 

Poor producers in developing countries often lack the capabilities needed to comply with

the product and process requirements set by lead firms or market standards. This gap be-

tween requirements and capabilities represent significant barriers to entry and may im-

pede poor suppliers access to supply chains (Perez-Aleman & Sandilands, 2008).

Pathways to inclusive supply chain management 

Working with impoverished population is difficult, but challenges are often underesti-

mated by companies working at the BoP, leading to the failure of many initiatives. Com-

panies which are successfully engaging with the poor present not incremental adaptations

but innovative strategies (Karamchandani et al., 2011; Lee, 2010). For supply chains to

become truly sustainable and inclusive, they should be reconceptualized (Gold et al.,

2013).
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The author has identified three pathways companies are following to improve the inclu-

sivity of supply chains: supply chain collaboration, supplier development, and the incor-

poration of non-traditional partners. This pathways can be followed independently or in

combination.

1) Supply chain collaboration 

Collaborative approaches that encourage the participation of supply chain actors and

promote dialogue, serve to build more transparent and fair supply chains. The impor-

tance of supply chain collaboration for the successful implementation of social sustain-

ability initiatives is highlighted by several authors (Gold, 2011; Kannabiran, 2009; Muller

et al., 2012). Since supply chain strategies that solely emphasize efficiency are incongru-

ent with the sustainability concept and collaborative approaches may be more conducive

of such policies (Hall & Matos, 2010; Lee, 2010; Perez-Aleman & Sandilands, 2008). 

However, supply chain collaboration has proved difficult to implement (Sabath &

Fontanella, 2002) fundamentally due to a lack of trust among trading partners. Besides,

the resource intensive nature of collaboration means that organizations need to focus on

a small number of close key relationships, excluding relationships that may be optimally

managed in a arm’s-length way. 

In order to implement collaboration, a collaborative culture is needed, based on trust,

mutuality, information exchange, communication and understanding, openness and hon-

esty (Barratt, 2004). Trust and commitment are the bases of any supply chain collabora-

tion. Mutuality means that there have to be mutual benefits arising from the collabora-

tion, as well as mutual risk sharing. Information exchange is fundamental to improve

performance, particularly the transparency and quality of information flows. Collabora-

tion allows to push the information decoupling point, the furthest point to which infor-

mation on real final demand penetrates (Christopher & Towill, 2000), as far as possible

upstream the chain. Open and develop clear and broad lines of communication to foster

information sharing and to create a shared understanding (Weick, 1995) is needed. Open-

ness and honesty help to develop trust, respect and commitment, as a result of improved

certainty and reliability.
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Therefore, supply chain collaboration represents long-term business relationships be-

tween independent organizations, close cooperation, common goals and shared benefits

and risks (Leeuw & Fransoo, 2009).

2) Supplier development 

Active assistance to suppliers in developing countries is needed to create supporting con-

ditions for making the necessary changes and investments to upgrade, including both

financial and technical resources (Perez-Aleman & Sandilands, 2008). Suppliers can then

upgrade by improving their products and processes or by acquiring new functions

(Humphrey & Schmitz, 2001). 

Another way suppliers can be supported is by facilitating new market linkages or stream-

lining the existing ones by reducing intermediate echelons and reducing search cost (Sod-

hi & Tang, 2014).

Therefore, suppliers can be supported in two ways: facilitating their access to resources

(material, information, financial) which fosters value creation, and improving their access

to the market which eases value capture (London et al., 2010). 

Companies tend to invest in developing suppliers’ capabilities when they are exposed to

risks as a result of suppliers’ failures, when a big gap exists between knowledge required

for local production and knowledge required for export production, or when a big gap

exists between product/process requirements and producer capabilities. When global

buyers invest in developing suppliers’ capabilities, they would need to guard this invest-

ment in their suppliers by remaining the dominant, if not exclusive, customer (Humphrey

& Schmitz, 2000; Humphrey & Schmitz, 2002). Therefore supplier development strate-

gies may lead to subordination of suppliers to buyers. 

Working with vulnerable suppliers require increased supply chain coordination as well as

the need to engage in time-consuming training for a large number of suppliers (Gold et

al., 2013).  

3) Incorporation of non-traditional partners 

In order to apply a collaborative approach there is a need of actors that bridge the

knowledge and geographical gap between buying companies and poor suppliers. These
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actors can be supply chain managers who acquired new skills (Hall & Matos, 2010), co-

operatives (Hall & Matos, 2010), social enterprises (Sodhi & Tang, 2011), NGOs (Perez-

Aleman & Sandilands, 2008). Different kinds of expertise are needed to design a functio-

nal structure that effectively incorporates the poor in fair conditions and an innovative

business model that keeps the costs of the initiative low and facilitates the generation of

competitive advantage. Collaboration among diverse actors coming from private, public

and citizen sectors is crucial to effectively address the poor actual needs while creating

sustainable businesses and supply chains. Therefore, the constitution of cross-sector

partnerships, such as corporation and NGOs alliances, is encouraged by scholars (Matos

& Silvestre, 2013; Perez-Aleman & Sandilands, 2008; Prahalad, 2004; Sodhi & Tang,

2011).

The output: inclusive supply chains

Ideally, inclusive supply chains would effectively incorporate the poor upstream the

chain and improve their situation. This means that the poor as supplier of products

would capture more value and would enjoy more stable access to the markets. On the

other hand, the poor as supplier of labor would enjoy better working conditions and a

fair salary.

Inclusive supply chains should be profitable and generate competitive advantage for the

lead firm and the rest of actors in the supply chain.

The conceptual framework put forward in Figure 9 is purely based on the literature, and

should be considered a first aproximation to the main output of this thesis: a framework

for understanding and managing inclusive supply chains. This first proposal, built on

theoretical contributions, will be refined with further empirical contributions from case

studies (Chapter 6).  

3.3.2. The gaps

The combination of three research streams belonging to different fields has allowed us to

build a conceptual framework to explore the creation of inclusive supply chains. Howev-

er, several questions remain unanswered. 
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1. Africa, an underresearched region: What’s going on there?

A call is made for broadening the empirical base to Africa from the SSCM and the BoP

fields. Besides, several studies outline that supply chain dynamics in developing countries

is understudied.

2. Private standards as governance mechanisms: Do they undermine or foster vulnerable suppli-

ers’ opportunities?

Private standards are one of the key mechanisms by which buyers govern supply chains.

Yet, their implementation could act as a mechanism of inclusion or exclusion of poor

producers. Private standards have clear implications for upgrading. On the one hand,

they marginalize poor suppliers that are not able to comply with the quality and sustain-

ability requirements due to their limited capabilities and difficult access to resources

(Dolan & Humphrey, 2004; Maertens & Swinnen, 2009). On the other hand, they can be

a catalyst for participation in higher value added market segments, as proven by poor

farmers that are benefiting from organic and fair trade certifications (Raynolds, 2000; Ba-

con, 2005).

3. Lacking perspectives of vulnerable suppliers: What do they need? What do they propose? 

Most of the research in the SSCM field has been conducted from a lead firm’s perspec-

tive, overlooking the suppliers’ standpoint (Touboulic et al., 2014). This is specially no-

ticeable with developing countries’ suppliers, since there is a lack of research from and

about developing countries (Seuring et al., 2008). 

Furthermore, in the BoP literature, the poor are pictured as recipients of companies’ ini-

tiatives, rather than partners (Kolk et al., 2014). Despite the outstanding importance of

counting with the support from the local population (Gold et al., 2013) in order to imple-

ment any kind of initiative, dialogue among BoP business promoters and local popula-

tion is scarce, and knowledge about local constraints and market dynamics is very limit-

ed. The incorporation of poor producers in decision-making processes in the supply

chains or businesses in which they participate is almost inexistent. 

4. Scarce impact measurement: Are inclusive supply chains having an impact?
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The impacts associated to the incorporation of the poor in supply chains have been ei-

ther no systematically analyzed or simply assumed (Bolwig et al., 2010). There is a strong

need for more rigorous reporting of the actual economic and social impact of these busi-

ness initiatives (Kolk et al., 2014). 

Also understanding the trade-offs that may exist between profitability, social impact, and

impact on the environment would be interesting (Kolk et al., 2014), especially since the

environmental dimension of sustainability is often neglected in BoP research.

5. Cross-fertilization is rare: Integrating supply chain management and poverty alleviation.

Learning opportunities across fields.

Just as BoP researchers seem to be moving away from the idea of the poor as consumers

towards considering the poor as suppliers, scholars in the GVC literature are incorporat-

ing profitability into their arguments and SSCM scholars are introducing poverty con-

cerns in their research agenda, thus creating strong potential for cross-fertilization (Kolk

et al., 2014).

The supply chain management perspective is lacking in BoP research. SSCM and GVC

concepts offer promising ideas and tools for integrating poor communities into supply

chains (Gold et al., 2013).

The social dimension of sustainability has been neglected within SSCM research and

practice (Seuring & Muller, 2008) and various scholars have made specific calls to inte-

grate poverty concerns (Vermeulen & Seuring, 2009; Yawar & Seuring, 2015). BoP and

GVC literature explore developing countries’ contexts and poverty alleviation

mechanisms. 

GVC links research on globalization with the pragmatic concerns of developing coun-

tries that feel increasingly marginalized in the international trade arena, however GVC re-

search is done on a macro level (Gereffi & Lee, 2012). SSCM research tools could help to

provide a clearer picture of who is losing and gaining in global supply chains. BoP re-

search could help to determine the causes and consequences of those.
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3.4. Chapter conclusion

This chapter has presented a review of the most relevant academic papers related to so-

cial sustainability of supply chains (Section 3.1) and inclusive supply chains (Section 3.2).

Contributions from both literature reviews allowed us to propose a conceptual frame-

work (Section 3.3) that outlines the motivations, challenges and pathways of businesses

in the construction of inclusive supply chains.

The social dimension of sustainability is a broad and complex area. Despite its increasing

importance for businesses and other actors, it is still poorly understood and significantly

under researched. A wide variety of issues fall under this category and every stakeholder

has a different perspective about which issues are the most relevant and pressing ones.

Nevertheless, businesses consider important to tackle with this dimension of sustainabili-

ty so efforts are being made to define, control and measure social sustainability of their

operations and supply chains.

Companies willing to implement social sustainability policies throughout their supply

chains have to deal with: developing a common and shared understanding around social

issues, implementing mechanisms to improve and monitor social challenges, and demand

suppliers to comply with the new requirements (if they do not want or are able to, the

company might switch suppliers or help them to improve).

For business operating in developing countries, generating opportunities for the poor is a

particularly relevant area of social sustainability. The BoP school of thought has delved

into this idea and encouraged businesses to consider the poor as potential consumers,

but also as suppliers and service providers. Some authors who are critical with the idea of

the poor as mass consumers, argue that the sustainable incorporation of the poor as sup-

pliers in supply chains has a more positive and multiplier effect in their livelihoods than

selling them products. GVC and SSCM schools of thought have studied the inclusion of

vulnerable suppliers in global supply chains and they have arrived to similar conclusion:

collaboration among supply chain actors and development actors is crucial, and vulnera-

ble suppliers require support to upgrade in order to not be marginalized in markets with

growing sustainability and quality requirements.
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Nevertheless, the existing research is still scarce and cross-pollination across different

academic domains is rare. Therefore there is much room for further empirical and theo-

retical contributions to this field.

The conceptual framework proposed in Figure 9 (page 68) is the pillar of this PhD dis-

sertation, as well as the three case studies (Chapter 5) that represent significant empirical

contributions and will help to refine the framework (Chapter 6).
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CHAPTER 4

 METHODOLOGY



This chapter presents the methodology used to address the research questions and aims

outlined in Section 1.3 (page 8). It begins with a brief overview of the methodology (Sec-

tion 4.1), followed by a discussion of the research philosophy (Section 4.2) on which this

thesis is based. Next, the research design is presented (Section 4.3), as well as the scope

(Section 4.4) and the criteria for the selection of the case studies (Section 4.5). The final

portion of this chapter discusses the research methods used to collect (Section 4.6) and

analyze (Section 4.7) the empirical data along with their challenges (Section 4.8). 

4.1. Methodology overview

A methodology is the “analysis of how research should or does proceed” (Blaikie, 2007).

It refers to the entire research process, from the identification of one or more research

questions and the selection of a research strategy based on a philosophical view (ontol-

ogy and epistemology) (Avison & Fitzgerald, 2003). Any methodology involves the appli-

cation of certain methods, which are procedures or techniques used to collect and ana-

lyze data. 

Different authors have developed models that explain research methodologies by depict-

ing the relationship between ontology (e.g. objectivism, subjectivism), epistemology (e.g.

constructivism, pragmatism, realism, positivism), approaches (e.g. deductive, inductive,

abductive), strategies (e.g. case study, survey, experiment), data collection methods (e.g.

interview, questionnaire, direct observation) and data analysis methods (e.g. statistical

analysis, coding). However, the author has selected the Research Onion model, proposed

by Saunders, Lewis, and Thornhill (2007), in order to explain in a graphic and succinct

way the approach taken for this research project (shaded area in Figure 10).
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Figure 10: Thesis methodological approach using the “Research Onion”. Source: Adapted from
(Saunders et al., 2007).

4.2. Research philosophy

The adoption of a research philosophy implies important assumptions about the way the

researcher views the world. This assumptions underpin the research strategy and meth-

ods that are chosen. 

Positivist research aims to test and predict hypotheses, conversely interpretive research

aims to understand the phenomenon within its natural setting and taking into account

human insight. This thesis is grounded on an interpretivist philosophy.

Interpretivism comes from symbolic interactionism, an intellectual tradition asserting

that people live in a continual process of interpreting the world around them, and these

interpretations drive change to their own meanings and actions (Saunders et al., 2007).

Interpretive research considers that scientific knowledge is not captured in hypothetical

deductions, but through the understanding of the human and social interactions by
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which the subjective meaning of the reality is constructed (Walsham, 1995). That is to say

interpretive research is not concerned with hypothesis-testing and repeatability, but

rather focuses on understanding the context of the research problem, which more readily

accepts new emergent issues and concepts and involves developing the initial research

questions.

In short, interpretivism understands the reality as being socially constructed, subjective

and variable (ontology); the acceptable knowledge is constituted by subjective meanings,

social phenomena, focusing on the details of a situation (epistemology); and the re-

searcher is part of what is being researched and their values shape the research process

(axiology). According to these principles, researchers adopting an interpretivist approach

usually choose to realize in depth qualitative investigations, focusing on small rather than

large samples, such is the case of the present thesis. A key point in this philosophical ap-

proach is that the researcher has to adopt an empathetic stance and try to understand the

world from the research subjects’ standpoint.

The interpretivist paradigm is considered suitable for studying the sustainable inclusion

of poor producers form LDC in supply chains because this is a complex, socially embed-

ded challenge in which many different actors are involved (with very different perspec-

tives and expectations). The concept of inclusive supply chain is disputed, fluid and oper-

ationalized in different ways depending on the context and the actors involved.

Interpretivism views reality as being socially constructed and continuously changing,

therefore it is considered appropriate to approach the study of inclusive supply chains.

Therefore, this research is based on the premise that it is necessary to embrace complexi-

ty when we seek to understand the dynamics of the social world, and the researcher

should understand the differences between humans in their role as social actors.

Throughout this research project, the subjective meanings motivating the actions of so-

cial actors are explored in order for the researcher to be able to understand these actions

and the reality they construct.
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4.3. Research design

The general goal of this thesis is to propose a framework for creating and managing in-

clusive supply chains. The incorporation of the poor as suppliers in supply chains is a

contemporary phenomenon that has not been very researched yet, therefore, the

methodology deemed appropriate was a case study research strategy.

“A case study is an empirical inquiry that investigates a contemporary phenomenon in

depth and within its real-life context, specially when the boundaries between phenome-

non and context are not clearly evident” (Yin, 2008). 

The case study research methodology is to be used when there is a need to understand a

real-life phenomenon in depth but such understanding encompasses important contextu-

al conditions: (1) the researcher can collect data and obtain evidence from a natural set-

ting; (2) case study is to be used when the research question is of the type “how” or

“why”, the study of the phenomenon doesn’t require controlling behavioral events and it

is mainly focused on contemporary events; (3) the case study method is appropriate in

the early stages of research on a topic, when little is still known about the phenomenon

and the extant literature is scant (Yin, 2008; Eisenhardt, 1989). The field of knowledge

raised by this thesis is not mature yet and little empirical research has been done, there-

fore using a case study approach was considered suitable.

This methodology specifically belongs to the qualitative research field. Researchers use

case studies to test existing theory or to generate and develop new theory. Case studies

can be either positivist or interpretive. Positivist case studies are designed and evaluated

according to the criteria of natural science research. In contrast, interpretive case studies

focus on the principles of the interpretive paradigm, the researcher is not an external ob-

server, but he shares the concepts, ideas and interpretations with the informant. In this

thesis, an interpretive approach is adopted, the reasons are discussed in Section 4.2.

The case study research approach advocates for beginning with a review of the literature

in order to identify a set of research questions and propositions that will guide the fol-

lowing phases (Yin, 2008). This literature review was carried out in Chapter 3 (page 33). 
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The literature review helps to identify constructs that will direct the researcher to focus

on what kind of information to collect, and will help to form the preliminary design of

the theoretical model (Eisenhardt, 1989). The constructs that will guide the empirical part

of this research are summarized in the framework proposed in Figure 9 (page 68). Next,

the scope of the research and the unit of analysis is specified. 

However, case study research also highlights the importance of not being restricted by

the initial variables, the methodology is flexible to embrace new ideas that emerge

throughout the research process. It could be said that an interplay exists between deduc-

tive and inductive research approaches throughout the whole research process. 

In conclusion, case study research provides structure and order and establishes certain

boundaries to determine the scope of the research. But it also provides certain flexibility,

as well as interesting and useful approaches to data collection and analysis for theory

creation.

4.4. Research scope

This research focuses on the agri-food sector because of two main reasons: (1) most vul-

nerable communities in LDC are still dependent on agriculture as their main source of

sustenance and income and (2) companies in the agri-food sector are spearheading the

business transformation towards sustainability due to stakeholders’ demands for safe and

sustainable products and the increasing vulnerability of their suppliers worldwide. There-

fore, this thesis studies agri-food supply chains which include poor rural producers up-

stream as suppliers of products and/or labor. 

The scope is limited to supply chains sourcing from Sub-Saharan African countries, more

specifically Senegal, Ethiopia and Tanzania. This approach was taken in order to address

the call for more research in African contexts related to SSCM and BoP, and also be-

cause some of the most deprived and needed agricultural producers live in rural areas of

African countries. All three case studies investigate business initiatives aimed to improve

impoverished producers’ access to supply chains in more favorable conditions. 
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4.5. Case study selection criteria

The case studies were selected for theoretical and not statistical reasons. Extreme situa-

tions and polar types were chosen, selecting the ones in which the process of interest was

considered to be more transparently observable. 

Through the case studies, the author sought to address the main gaps identified in the

still scarce research about inclusive supply chains, namely broadening of the empirical

base to Africa, disclosing the supplier’s perspective and analyzing supply chain dynamics

in developing countries. Therefore, all three case studies are from different African coun-

tries, they are mainly focused on the study of actors and processes located in Africa, and

suppliers are considered essential sources of data. A summary of the main characteristics

of the case studies can be consulted in Table 4 (page 86). 

Case study A is a single case study. It analyzes a local supply chain in Senegal providing

vegetables to the local market. The focal organization is Manobi, a Senegalese inclusive

business which provides affordable ICT services to local entrepreneurs in the agri-food

sector. The main characteristic that led to the selection of this case study was the busi-

ness approach of Manobi, an inclusive business acting as a service provider to improve

the performance of a local supply chain.

Case study A provides interesting insights into the dynamics of local supply chains and

how professional services can help to improve their performance. However, this case

study does not present any explicit governance mechanism. This led the author to select

the following case study. 

Case study B is a single case study. It analyzes a global supply chain with origin in

Ethiopia providing cut flowers to the global commodity market. The focal organization

is EHPEA, Ethiopian Horticulture Producers and Exporters Association, whose mission

is to promote and safeguard the competitive position of the Ethiopian horticulture sector

within the global market. The main characteristic that led to the selection of this case was

the development of a private standard for the cut flower sector in Ethiopia, led by EH-

PEA and counting on the participation of both producers and buyers in the cut flower

supply chain.

- 85 -



Case study B helps to better understand the suppliers’ perspective regarding the global

market sustainability requirements and shows how the inclusion of suppliers in the

process of development of a private standard has a positive impact in its implementation.

Nevertheless, in this case the suppliers are formal companies from developing countries

who incorporate rural producers as workers in their farms. Therefore, the last case was

selected in order to show the incorporation of small rural producers as suppliers in a

global supply chain. 

Case study C is a multiple case study. It analyzes a global supply chain with origin in Tan-

zania providing coffee to the global niche market of specialty coffee. The focal organiza-

tions are traders who are directly connecting smallholder coffee farmers in developing

countries to coffee roasters in developed countries. The main characteristic that led to

the selection of this case was the switch to more collaborative forms of governance that

can be observed in “direct trade coffee” supply chains.

Type	  of	  case Sector Country Focal	  organiza6on Primary	  data
collec6on

Case	  study	  A Single Vegetables Senegal Service	  provider August	  2010

Case	  study	  B Single cut	  flowers Ethiopia Industry	  associaHon June	  2011

Case	  study	  C MulHple Coffee Tanzania Trader July	  2013

Table 4: Basic characteristics of the case studies. Source:  Author's own.

4.6. Data collection

Multiple data collection methods were used to elaborate the case studies, including: doc-

uments, archival records, interviews, direct observation and participant observation. 

Every case study was carried out in three phases regarding the data collection process.

Firstly, a consultation of secondary data sources allowed to create a first draft of the case,

helping to understand the key points to be addressed in the following phase. Secondly,

the author travelled to the country where the main object of study was located and spent

there a variable period of time (between two weeks and one month) interacting with dif-
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ferent actors that were relevant for the study, carrying out direct and/or participant ob-

servation and realizing semi-structured interviews to different stakeholders (Kvale &

Brinkmann, 2009). Thirdly, the primary data collected was processed and complemented

with a new more narrowed search of secondary data, usually including the analysis of

archival records provided by the actors met during the primary data collection phase.

The detailed data collection strategies followed for each case study are explained in

Chapter 5, more specifically in Section 5.1.2 (page 97), Section 5.2.2 (page 123) and Sec-

tion 5.3.2 (page 144)

It is worth noticing that this is a cross-sectional study. The data collection for every case

study was carried out in a specific moment in time: Case A during August 2010, Case B

during June 2011, Case C during July 2013. Future research might draw upon these stud-

ies for longitudinal comparisons. 

4.7. Data analysis

The analysis of case study evidence is one of the most difficult aspects of doing case

studies. This phase relies to a great extent on the researcher’s style of analytical thinking,

nevertheless, having a general analytic strategy is essential. This strategy will help to treat

evidence fairly, produce compelling analytic conclusions and rule out alternative interpre-

tations (Yin, 2008). In this research project, two analytic strategies are followed and two

analytical techniques are used. 

Analytic strategy 1: Developing a case description (Chapter 5)

This analytic strategy is based on organizing the case study in a descriptive, narrative way.

It is advisable to determine the scheme of the descriptive framework before designing

data collection. In this research, the original objective of the case studies was not a de-

scriptive one, but it was considered that a descriptive approach may help to identify the

appropriate causal links to be analyzed.

Due to the wide variety of data sources that were used for retrieving evidence, the re-

searcher considered useful to develop a narrative in order to outline the most important

features of each case and identify relevant issues that might not have emerged from the
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literature review. Furthermore, since “inclusive supply chains” is a nascent field, the de-

scription of three different business initiatives in distinct contexts (different sectors and

countries) may be considered as a contribution in itself. 

Analytic strategy 2: Relying on theoretical propositions (Chapter 6)

This analytic strategy is based on the theoretical propositions that guide any research

project. Particularly theoretical propositions stemming from “how” and “why” questions

are useful when adopting this analytical strategy (Yin, 2008).

In this thesis, the conceptual framework, proposed in Section 3.3 (page 68) as a prelimi-

nary answer to the research questions, guided the case study analysis. These theoretical

constructs and propositions help to focus attention on certain data and ignore other data.

They also help to organize the case study and define alternative explanations to be

examined.

Analytical technique 1: Explanation building

The explanation building technique consists on analyzing the case study data by building

an explanation about the case. To explain “how” or “why” something happened (which

directly relates to the kind of research questions guiding this research project, in page 8). 

Explanation building usually occurs in a narrative form. Because such narratives are not

too precise, these explanations should reflect some theoretically significant propositions.

It is important to acknowledge the iterative nature of this technique. The eventual expla-

nation is likely to be a result of a series of iterations: making an initial proposition (the

conceptual framework in page 68), compare the findings of one case study against such

proposition, revise the proposition, compare other details of the case against the revision,

compare the revision of the proposition to another case, and repeat the process as many

times as needed.

Analytical technique 2: Cross-case synthesis

The cross-case synthesis technique, such as other research synthesis techniques, is based

on aggregating findings across a series of individual studies. Therefore, cross-case synthe-
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sis can be performed whether the individual case studies have previously been conducted

as independent research studies or as a predesigned part of the same study. 

The analysis explores whether different case studies appear to share some similarity that

could be considered generalizable to other cases. An possible limitation of this technique

is that it relies strongly on argumentative interpretation, therefore it is necessary to devel-

op strong, plausible, and fair arguments that are supported by the data (Yin, 2008).

The analysis resulting of applying the aforementioned strategies and techniques should

cover exhaustively the research questions and acknowledge and address major rival

interpretations. 

The computer-assisted qualitative data analysis software “dedoose” (www.dedoose.com)

was used to facilitate the analysis of the data.

Figure 11: Screencapture of the analysis carried out with “dedoose”. Source: Author's own,
through www.dedoose.com

4.8. Challenges

Challenges related to the methodology

The main critics made to case study research strategies relate to reliability, validity and

scientific generalization. 
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When systematic procedures are not followed and equivocal evidences or biased views

are taken into account, the research might be deemed not rigorous. In order to guarantee

as far as possible the reliability of the findings, it is important that the data sources are

well chosen and diverse (Eisenhardt & Graebner, 2007). Yin identifies six sources of

qualitative evidence in case study research: documents, archival records, interviews, direct

observation, participant-observation, and physical artifacts. In order to increase reliabili-

ty, Yin suggests to use case study protocols and collect and classify the data in a well-

organized database.

Validation of confidence of findings is usually addressed by using triangulation

(Eisenhardt, 1989; Lewis, 1998). Multiple perspectives should be provided through cross-

analysis and comparison of results from different data sources and, if possible, the partic-

ipation of more than one researcher, which generally reduces bias and provides comple-

mentary insights, enhancing the confidence on the findings.

Regarding scientific generalization, Yin asserts that “case studies, as experiments, are gen-

eralizable to theoretical propositions and not to populations or universes” (Yin, 2008).

In this research project, multiple and diverse data sources where used and the results ob-

tained where throroughly compared. Cross-case comparison was also applied.

Challenges related to the data collection process

The object of study of this thesis are businesses, vulnerable producers and supply chains

operating in LDC, namely Senegal, Tanzania and Ethiopia. Therefore, primary data col-

lection presented several challenges regarding access, as well as resource and time

investment. 

The researcher had to travel to the aforementioned countries in order to collect data and

be able to observe the object of study within its real-life context. The languages used by

the researcher during her trips to the field were English (in Tanzania and Ethiopia) and

French (in Senegal), and the time spent in each country varied from two weeks in

Ethiopia to three weeks in Tanzania and one month in Senegal.  

Getting access to the focal organizations not only for interviews, but specially for direct

and participant observation, was challenging. However, the most difficult part of the data

collection process was getting access to poor producers in remote rural areas. Rural
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producers usually showed a certain reluctance to speak to the researcher and most of

them only spoke local languages (mainly Wolof in Senegal, Swahili in Tanzania and

Amharic in Ethiopia). Counting on the assistance of local workers from the focal organi-

zations or NGOs was essential. Therefore, it should be taken into account that language

barriers and mistrust might have had some impact in the quality of the data collected.

Nevertheless, the researcher considers that primary data collection in the field was one of

the most value adding activities of this research project, despite the investment in time

and resources that was required.

4.9. Chapter conclusion

The research philosophy underpinning the research strategy and methods is interpre-

tivism. Interpretivism understands the reality as being socially constructed, subjective and

variable. Therefore interpretive research is not concerned with hypothesis-testing and re-

peatability, but rather focuses on understanding the context of the research problem. 

Adopting an interpretivist approach usually implies realizing in depth qualitative investi-

gations, focusing on small rather than large samples. Consequently, the methodology that

has been chosen to carry out the empirical part of this thesis is a case study research

methodology. This methodology is to be used when there is a need to understand a real-

life phenomenon in depth but such understanding encompasses important contextual

conditions, the research question is of the type “how” or “why”, the study of the phe-

nomenon does not require controlling behavioral events and it is mainly focused on con-

temporary events. Because of its characteristics, this research approach is especially ap-

propriate in the early stages of research on a topic, when little is still known about the

phenomenon and the extant literature is scant. This is the case of the field of inclusive

supply chains, which is not mature yet and presents very little empirical research. 

The supply chains selected for the case studies belong to the agri-food sector and source

from Sub-Saharan African countries. Multiple data collection methods and triangulation

are used in order to improve reliability of findings. Getting access to primary data in re-
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mote rural areas of developing countries is considered by the author as one of the most

challenging and value-adding activities of the data collection process. 
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CHAPTER 5

 CASE STUDIES: DESCRIPTIONS



In the previous chapter, the methodology and scope of the empirical part of this research

project were explained.

In the following pages, a first analysis of the data will be presented in the form of a de-

tailed description of each case study. In order to provide consistency and facilitate cross-

case analysis all the cases will follow the same structure (Table 5).

1.	  Case	  study	  overview

2.	  Primary	  data	  collecHon
2.1.	  The	  country
2.2.	  Methods	  and	  sources

3.	  The	  context
3.1.	  The	  sector
3.2.	  The	  supply	  chain

4.	  The	  case
4.1.	  Focal	  organizaHon
4.2.	  MoHvaHon
4.3.	  AcHon

5.	  The	  output
5.1.	  Empowering	  vulnerable	  suppliers
5.2.	  Changing	  the	  distribuHon	  of	  value

6.	  Case	  study	  conclusion

Table 5: Structure of the case studies. Source:  Author’s own.

Each case study includes an assesment about how the focal organizations and their ac-

tions are alleviating the barriers faced by rural producers in developing countries to ac-

cess and benefit from the markets (epigraph 5.1 of the structure outlined in Table 5). The

author has used the framework developed by London et al. (2010) to guide this

assessment. 

London et al. (2010) identify two categories of constraints: transactional constraints and

productivity constraints. Transactional constraints limit value capture, and they are relat-

ed to a producers’ ability to access the marketplace, obtain market power and enjoy se-

cure and consistent transactions. Productivity constraints inhibit value creation, and they

are related to producers’ ability to access quality and affordable resources, namely raw

material, financial and production resources. The framework may be consulted in Figure

12 (page 95).
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Figure 12: BoP producer constraints framework. Source: (London et al., 2010)
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5.1. Case study A:

Local vegetable supply chain



5.1.1. Case study A overview

ICT solutions to connect farmers and local markets more efficiently.

Case study A is a single case study. It analyzes a local supply chain in Senegal providing

vegetables to the local market. The focal organization is Manobi, a Senegalese inclusive

business which offers affordable ICT services to local entrepreneurs in the agri-food sec-

tor. The main characteristic that led to the selection of this case study was the business

approach of Manobi, an inclusive business acting as a service provider to improve the

performance of a local supply chain.

5.1.2. Primary data collection

5.1.2.1. The country: Senegal

The author travelled to Senegal and stayed there for one month (August 2010) collecting

data. The data collection took place at rural areas (rural markets, villages and farms) in

the region of Niayes, where 60 per cent of the total volume of vegetables in the country

is produced, and at the main urban markets of Dakar, where most of this production is

sold. 

Senegal is a tropical country with a population of around 12 million people. It used to be

a French colony. Its economy is mainly based on the services sector (62 per cent of

GDP), the industrial sector (22 per cent of GDP) and the agri-food sector (17 per cent

of GDP). In spite of being among the most stable African democracies and having a low

incidence of AIDS, Senegal faces numerous development problems, such as a life ex-

pectancy under 60 years, an alphabetization rate lower than 40 per cent, and an unem-

ployment rate of 48 per cent (Central Intelligence Agency, 2011).

The agri-food sector plays an important role in the Senegalese economy. It was responsi-

ble for 17 per cent of GDP in 2010 (The World Bank, 2015) and it is estimated that it

provides work to 35 per cent of the population in the country. 19 per cent of the total

surface of Senegal is dedicated to agriculture (3.800.000 ha). Small farms (between 0,5ha

and 3ha) account for 80 per cent of the land dedicated to agriculture, and they are usually
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family managed. Therefore, small-scale farmers are responsible for most of the agricul-

tural production in the country. 

5.1.2.2. Methods and sources

Different data sources and methods were used in this research: documentation, archival

records, interviews, direct observation and participant observation. 

During her stay in Senegal, the author carried out participant observation research. She

worked everyday at Manobi’s offices, engaged into discussions and informal conversa-

tions with different employees and traveled with them to urban markets and rural areas

in order to observe and understand their daily work.

The researcher made nine visits to different local markets (seven urban markets and two

rural markets) located either in Dakar or in villages of the Niayes region (see Table 6).

During those visits, direct observation was applied, as well as interviews to various parti-

cipants in the vegetable supply chain. A guided interview approach was followed, for the

purpose of collecting the same general areas of information from each interviewee while

allowing a certain degree of freedom and adaptability. Farmers attending the market,

middlemen, market brokers, wholesalers, retailers and consumers were inquired. Additio-

nally, three focus groups were organized with two farmer cooperatives and one group of

independent farmers (see Table 7).

Market	  name Type	  of	  market Date	  of	  visit

Sandiniery Urban 06/08/2010

Kermel Urban 06/08/2010

Castors Urban 09/08/2010

Tilène Urban 09/08/2010

No]o Urban 10-‐12/08/2010

Dalifort Urban 11/08/2010

Thiaroye Urban 12/08/2010

Keur	  Abdhoul	  Ndoye Rural 13/08/2010

Keur	  Mbir	  Ndao Rural 13/08/2010

Table 6: Visits to Senegalese local markets. Source:  Author's own.

Semi-structured interviews were also carried out: one to Manobi’s director and two to

Manobi’s responsible for the horticultural business area (one at the beginning of the stay
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and another before leaving) (see Table 8). Other informal conversations with them took

place during the month of my stay in Senegal, as well as discussions with other members

of Manobi’s workforce.

Village	  name Type	  of	  group Date	  of	  visit

Kayar Farmer	  cooperaHve 18/08/2010

Mboro Farmer	  cooperaHve 19/08/2010

Darou	  Salam	  Thioune Independent	  farmers’	  group 19/08/2010

Table 7: Focus groups. Source:  Author's own.

Internal documentation provided by Manobi was examined and its market price database

was analyzed, in order to compare and combine with the data collected in the field visits

and find out what percentage of the final value was generally captured by each agent of

the supply chain. 

!
Interviewee Date

President	  and	  founder	  of	  Manobi 27/08/2010

Responsible	  of	  the	  agricultural	  area	  of	  Manobi 06/08/2010	  -‐	  25/08/2010

Table 8: Semi-structured interviews. Source:  Author's own.

5.1.3. The context

5.1.3.1. The fresh vegetable industry

The demand for fresh and processed vegetables is increasing worldwide, due to changes

in consumer preferences (Dolan & Humphrey, 2001). This growing market represents an

opportunity for developing countries to foster rural development.

Vegetables are high-value crops which provide high returns to land and labor, offering

market and income opportunities to smallholder farmers (Maertens & Swinnen, 2009).

Besides, vegetables are high in vitamins and other nutrients which are essential to im-

prove health conditions through a balanced diet. Therefore, vegetables are becoming im-

portant cash crops that contribute to both income diversification of smallholder farmers

and improved feeding.
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Participation in vegetable local, regional and global markets can contribute to economic

development and poverty alleviation, however the high perishability of vegetables and

the increasing food safety and sustainability requirements pose particular challenges to

vegetable supply chains (Mithöfer & Waibel, 2011). Despite these challenges, developing

countries are becoming the main producers and exporters of vegetables, particularly

Latin American and Asian countries, with Sub-Saharan African countries slightly lagging

behind in the global market.

In the Sub-Saharan Africa region, growing urban population and increasing per-capita in-

come are creating major opportunities for local farmers. However, for smallholder farm-

ers to be able to access and profit from these markets, local supply chains need to be im-

proved: access to high quality inputs and pest management information is essential for

proper production; well-functioning rural-urban connections are important due to the

high perishability of the products; market linkages and up-to-date information available

for farmers would improve their opportunities and bargaining power;… Regrettably, re-

search about African domestic vegetable supply chains is scarce. Research about this top-

ic is certainly challenging mainly due to the great diversity (a wide range of products fall

under the category of “vegetables”, vegetables are produced in many different systems

and locations, etc.), the high degree of informality and the very dynamic nature of this

market. However there is a need to fill this gap, since understanding local vegetable sup-

ply chains is key to promoting efficient market access of small rural producers, which

might be an effective strategy to alleviate poverty.

5.1.3.2. The fresh vegetable supply chain

The Senegalese fresh vegetable supply chain is characterized by a high degree of infor-

mality, fluctuating prices, inefficient links between farms and main local markets, compli-

cated and expensive logistics and poor infrastructures. Besides, it is very vulnerable to ex-

ternal shocks such as imports or droughts. 

Many actors play different roles in the chain, but the structure is unclear and the coor-

dination, weak, leading to a low efficiency of commercial transactions. We will character-

ize this supply chain according to (a) its structure (actors and functions) and (b) its flows

of materials, money and information.
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(a) Supply chain structure

There are many different participants in the supply chain playing a variety of roles. In this

study, the author found out that it is quite common that one participant plays several

roles at the same time. Nevertheless, for the sake of simplification, the supply chain will

be characterized by the main functions carried out and we will assume that one actor per-

forms one function. But it is important to notice that one same person can realize several

functions simultaneously, or change his role depending on the situation. This is a fairly

informal, organic and chaotic sector. 

– Supplier of inputs: Sells agricultural inputs to farmers (seeds, pesticides,

fertilizers,…).

– Producer: Farms vegetables. He/she is responsible for all the production cycle:

preparing the soil, sowing, irrigating and harvesting.

– “Bana-bana” or middleman: Buys vegetables in the field (directly from a farmer or at

a rural market) and transports them to urban markets.

– “Coxeur” or broker: Intermediates the sale of vegetables in the market, fixing the

prices of transactions among buyer and seller, depending on the information he/she

has on quantities and qualities of products available in the market. The coxeur regu-

lates the market (in an informal way) and its role might be compared to the role of a

broker in stock markets.

– Wholesaler: Buys big quantities of produce in primary markets and sells it to

retailers.

– Retailer: Sells agricultural products to the end-consumer.

(b) Supply chain flows

In order to understand the dynamics and problems of the local vegetable supply chain in

Senegal, its financial, material and information flows are analyzed. The material flow (Fig-

ure 13 in page 102) characterizes the movement of the products from the farm to the

end-consumer. The financial flow (Figure 14 in page 104) outlines the streams of money
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being exchanged among different actors. The information flow (Figure 15 in page 105)

describes the way the information is shared throughout the chain.

Material flow

The material flow works in quite a straightforward way. Vegetables are transported in

bulk from farms to markets, passing through a series of intermediaries, without any kind

of processing taking place (aside from packaging).

Figure 13: Material flow of the Senegalese vegetable supply chain. Source: Author's own.

A lack of secured market supply has been highlighted by many of the interviewees. Ac-

tors in all echelons of the supply chain acknowledge a lack of planning of the horticultur-

al production in the country. To the best of our knowledge, there are not any studies

about the behavior of the local demand, neither a coordination of production in order to

obtain a balanced product portfolio at the end market. 

Since there is no formal production planning, farmers take decisions based on their expe-

riences of the previous years, leading to cyclic processes in which the product that was

scarce one year, overflows the market the following year. In 2010, when the field work

for this case study was carried out, local markets were flooded with cabbages, as a conse-
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quence the cabbage price plummeted. When farmers were enquired for the reason that

took them to produce cabbages that year, all of them responded in a similar way, “be-

cause last year there was scarcity of cabbages and they were sold at very high prices in the

market”. 

The quality of the products commercialized in local markets is generally low, due to sev-

eral reasons: lack of access to good agricultural inputs, employment of inadequate agri-

cultural techniques and poor packaging. It was also noticeable the scarce infrastructure

for product preservation, such as warehouses or cold chambers, available in this supply

chain.

The material flow is also hindered by the fragmentation of the production upstream in

the chain. Smallholder farmers supplying the local markets are scattered and, even if they

associate in order to buy inputs, they usually prefer to sell their produce in an individual

way.

Financial flow

Figure 14 represents the financial flow, differentiating among payment of products, pay-

ment of services and credit. 

- 103 -



Figure 14: Financial flow of the Senegalese vegetable supply chain. Source: Author's own.

When a farmer takes his product to a rural market, he gets the money as soon as the

product is sold. In the rare cases when the farmer makes the long trip until the urban

market, he usually leaves the goods with a trusty broker and, when the products are sold,

he gets the money. The process is similar, with a little more delay of payment in the sec-

ond case.

Direct transactions between a farmer and a middleman usually work on a credit basis.

This means that when the middleman gets the produce from the farmer, he does not pay

immediately back. Farmers only receive their money after the produce has been sold at

the market. This is due to a lack of liquidity in the system and also to the existing uncer-

tainty about how much the wholesaler will pay (due to the high fluctuation of prices).

Payments are usually delayed and, in some extreme cases, they might not even happen.

Another problem that could raise is a difference between the price initially agreed and

the money finally received. In many cases this is just due to a drop in the initially expect-

ed market price, due to a sudden fluctuation, however the middleman might also lie

about it.  

It is difficult for small rural producers to get access to bank credit, which is especially

needed at the beginning of the season when they have to buy their agricultural inputs.

This is due to the high percentage of unbanked population in the country. According to

the World Bank (Demirguc-Kunt, Klapper, Singer, & Van Oudheusden, 2015) in 2014

only 12 per cent of the population over 15 years-old had an account in a financial institu-

tion, and this percentage dropped to 7 per cent when considering only rural population.

The difficult access to a formal line of credit generates informal lending among produc-

ers or among middlemen/brokers and producers.

Information flow

Formal flows of information do not exist, and exchange of information usually happens

among actors with a personal or professional relation. Therefore, the exchange of infor-

mation is usually done in a direct way (face to face or through a cell phone) between

acquaintances.
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Figure 15: Information flow of the Senegalese vegetable supply chain. Source: Author's own.

The available information about the local markets is characterized by been subjective, un-

reliable and uncertain. 

The information is subjective because it is most commonly based on visual information,

personal experience, conversations and rumors.

The information is unreliable due to the potential distortion introduced by some infor-

mants (consciously, seeking their own benefit, or unconciously) and the lack of trans-

parency along the supply chain.

The information is uncertain due to the fast and unpredictable price fluctuations that

happen both between different geographical sites at the same moment in time, and at the

same geographical site at different moments in time (price may change within hours).

This fluctuation leads to a fast expiration of information validity. 

Two structural drivers of these price fluctuations have been identified in this study, al-

though the local Senegalese market is very complex and there might be other factors that

influence the price variations. One driver is the seasonality of most horticultural prod-

ucts. Farming in Senegal undergoes four cycles throughout one year (“saison”, “contre-

saison”, “hivernage”, “contre-saison”), during which the availability of different products
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shows strong variations. This leads to great fluctuations in the offer while the demand

stays stable. A second driver of price fluctuations is the way in which the price is estab-

lished. Once the product gets to the market (rural or urban), the price of the merchandise

is fixed by a broker according to his own criteria. When different brokers were asked

how they decided the price, they said they base their decisions on: the quality of the

produce, the quantity of that product that is available in the market at the moment, the

scarcity of the product in other markets, future expected supplies and personal experi-

ence. This informal system of price setting is the one that regulates local markets.

Hindering factors

As a result of the previous analysis of the supply chain flows, a number of hindering fac-

tors have been identified (see Table 9). These factors inhibit the efficient performance of

the Senegalese horticulture supply chain. They can be classified in four categories: infor-

mation, production, credit and payment, and organization. These factors impact the

whole supply chain performance, but they particularly affect the weakest participants.

INFORMATION Uncertain	  price	  fluctuaHon

InformaHon	  distorHon	  and	  lack	  of	  transparency

Fast	  expiraHon	  of	  informaHon	  validity

PRODUCTION Low	  quality

Low	  producHvity

Poor	  or	  inexistent	  infrastructures

FINANCES Cash-‐flow	  problems

Payment	  inconsistency

Difficult	  access	  to	  credit

ORGANIZATION Geographical	  dispersion	  of	  farmers

Weak	  cooperaHve	  movement

Scarce	  contractual	  relaHonships

Table 9: Hindering factors in the Senegalese vegetable supply chain. Source:  Author's own.
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5.1.4. The case

5.1.4.1. Focal organization

Manobi (www.manobi.net) is a French-Senegalese medium-sized company created in

2001. It is located in Dakar, the capital of Senegal and it counts with spin-offs in various

countries of West Africa: Mali, Ivory Coast, Benin, Niger and Burkina Faso. It is the first

Senegalese operator of added-value services through web and mobile phone applications.

Most of its services seek to facilitate professional activities in the primary sector: agricul-

ture, fishing and poultry. Its client portfolio includes from big multinational companies

to small-scale farmers. Manobi’s purpose is to help professionals to improve their man-

agement abilities, reduce their operating costs and develop their business competitive-

ness; as well as to link big organizations (government agencies, NGOs, multinational

companies) with small local actors (farmers, fishermen, retailers). 

Agriculture is the main area of work of this company, which firmly believes the agri-food

sector holds great opportunities for the development of the West African region and can

help the poorest population to raise out of poverty. Manobi seeks to contribute to reach

this goal with its information and geographical systems, its web and mobile-based tools

and its experience on working with vulnerable communities. 

5.1.4.2. Motivation

Manobi is a for-profit company, therefore its main aim is to generate benefit through

selling products and services. Manobi operates in developing countries (such as Senegal)

and, more specifically, it looks for opportunities in the rural areas of these countries,

where poverty rates are high. Manobi has found a business opportunity in providing pro-

fessional services to the underserved population of these rural areas who may be poor,

but have a certain expenditure capacity. This is the main argument of the BoP literature,

and Manobi has been putting it into practice since its creation at a local and regional

level. 

Manobi’s expertise is developing affordable services which facilitate the operations of

businesses, development actors and also micro-entrepreneurs. Following its BoP philoso-

phy, Manobi decided to invest time and resources in developing a service that could help
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to improve the performance of the local vegetable supply chain in Senegal, while reduc-

ing the existing power imbalance among different actors. Manobi sought to become a fa-

cilitator, alleviating the constraints faced by smallholder farmers when trying to commer-

cialize their products and streamlining the supply chain.

5.1.4.3. Action

After observing the local vegetable supply chain, Manobi got to the conclusion that

smallholder producers were the actors supporting the highest risks and constraints (relat-

ed to non-payments, crop failures, investments, etc.) and the lowest benefits. Manobi

identified the lack of access to reliable and up-to-date information about end-market

prices as the main factor hindering producers’ access to the market in fair and profitable

conditions. As noted in Sub-section 5.1.3.2 the flow of information in the vegetable sup-

ply chain is subjective, unreliable and uncertain (see page 105); and smallholder farmers

even face constraints to access this imperfect flow of information. 

In Manobi’s president own words: 

“We firmly believe that access to information is a basic right. Market information related to prices, 

shipments and demand of fresh products should be provided to all farmers and rural population in 

general. Thus, they could recognise market opportunities, increase their income and choose their own 

development path. Naturally, it is also necessary to provide the required services to accelerate social 

and economic rural development.”

Thus, in 2003, Manobi set out an information service consisting of a database fed daily

by market pollsters and a diffusion mechanism through mobile phone technology. The

aim of this service was to provide almost instantly objective up-to-date information

about horticultural product prices in the main local markets. It was designed as a low-

cost service, which could be activated under request, sending a text message. 

A small initial investment was required to receive the “start service pack”, which included

a cell-phone and some phone credit. An application, developed by Manobi, was pre-in-

stalled in this mobile phone. Through its interface, the price of a given horticultural

product in a given market could be consulted. The answer was automatically sent, via

SMS, to the client right after the consultation.  
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Target customers for this service were impoverished farmers living in rural areas, al-

though it could also be used by other supply chain actors. The widespread use of this ser-

vice was expected to foster price stability and transparency throughout the chain. 

Figure 16: Information exchange in the supply chain before and after using Manobi’s services.
Source: Manobi - internal company documentation.

The business model was based on the collection of a small periodic rate from every

client. The payment of this fee allowed the access to the application, where consultations

could be placed at the cost of a SMS.

Nevertheless, since Manobi aimed at making its service affordable and accessible to the

poorest farmers, it looked for sponsors that were interested in financing the service. The

Senegalese Agricultural Credit Fund, the mobile network operator Sonatel and the Swiss

Agency for Development and Cooperation were some of the first sponsors. Their back-

ing allowed to extend the provision of information services among the poorest farmers.

The service was very successful. The platform reached 60.000 associated clients. Not

only farmers were interested in Manobi’s service, but also traders and middlemen, who

could optimize their journeys and choose more efficiently the most profitable market to

sell their products thanks to a better access to information (see Table 10). 
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How did this service address the main problems of the informa6on flow, namely subjec6vity,
unreliability	  and	  uncertainty?

Subjec'vity
In order to have a reliable and objecHve source of informaHon, Manobi implemented a network of
pollsters who collected market prices data directly at the markets, talking with different market
actors. The informaHon collected about each product consisted of: maximum and minimum price,
medium size of the product, average quality, region of origin and quanHty available in the market.
All this data was introduced by the pollsters in an online plakorm through a cell-‐phone, therefore
the	  informaHon	  was	  instantly	  available	  to	  any	  user	  connected	  to	  the	  plakorm.

Unreliability
The potenHal distorHon of informaHon, that usually happened when it was transmi]ed “word of
mouth”, was avoided. On the one hand, only pollsters could introduce data in the plakorm. On the
other hand, the informaHon was sent directly from the plakorm to the client’s mobile phone,
prevenHng	  any	  variaHon	  of	  the	  original	  data.

Uncertainty
The temporality of any market data collected due to the high fluctuaHon of prices was
counteracted	  by	  updaHng	  the	  database	  twice	  a	  day	  for	  each	  market.	  

Table 10: Improvement of the information flow due to Manobi’s service. Source:  Author’s own.

Nevertheless, after a few years, the number of active clients for Manobi’s information

service plummeted. The service certainly succeeded in solving some of the problems re-

lated to the information flow (outlined in Table 10), however this was not enough. Sene-

galese vegetable supply chain malfunctioning is due to a series of factors that are tightly

interconnected (see Table 9 in page 106). Solving the problems of one supply chain flow

was not enough to change the dynamics of the whole system.

In 2010, Manobi began to consider playing a leading role in the supply chain, by expand-

ing its service offer and becoming an intermediary directly connecting small rural produc-

ers with urban markets (see Figure 17 in page 111). In order to complement the market-

price information system, it sought to offer logistics services, financial services and agri-

cultural extension services. The idea was to offer all these services via cell phone through

a centralized system, using Manobi’s online platform and other ICT tools already devel-

oped by the company. With this package of services Manobi sought to provide a holistic

solution to the problems related to all the supply chain flows (material, financial,

information).
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Figure 17: The holistic solution proposed by Manobi. Source: Author's own.

However, Manobi did not have the required expertise or capacity to provide all these ser-

vices by itself. The company soon realized that it needed to capitalize on the experience

and capabilities of other actors. 

Logistics services

Manobi opened a dialogue with different actors in the supply chain: producers, brokers

and wholesalers. Their collaboration was absolutely necessary to develop a low cost sys-

tem for monitoring traceability. Manobi’s idea was to trace the location of every package

by using notifications sent via SMS by the agent sending, transporting or receiving the

goods. This was an affordable solution compared with other costly monitoring mecha-

nisms such as RFID technology. The commitment with this initiative was expected to

strengthen the relationships among the participants and build more stable market link-

ages that might facilitate commercialization. 

The transportation would be carried out by truck drivers subcontracted by Manobi.

Financial services
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Lack of liquidity, difficult access to credit and irregularities in payments aggravated the

situation of the most vulnerable actors in the chain. Manobi wanted to reach an agree-

ment with a Senegalese bank in order to facilitate the provision of micro-credits to

producers at the beginning of each season. The banking system might also help to secure

the payments of the transactions. Linked to the traceability system and the market-price

platform, the producers would receive 70 per cent of the payment agreed soon after the

goods were received by the broker at the urban market. The remaining amount (30 per

cent) would be adjusted (downwards or upwards), depending on the fluctuation of prices

before the sale.

Agricultural extension services

Manobi would provide agricultural information via SMS, such as pest alerts, weather

forecasts, calculation of yields, agricultural techniques, best practices, etc. It would pro-

vide as well an online platform to facilitate the collaboration among farmers of the same

cooperative or association.

For implementing this new solution , Manobi would have to become a supply chain actor

and, in some way, govern the supply chain.

5.1.5. The output

Manobi seeks to empower smallholder farmers and allow them to benefit from their par-

ticipation in the local Senegalese vegetable market. In order to do so, it offers services

through web and cell-phone platforms. 

In order to streamline the local vegetable supply chain, the structural constraints affect-

ing the supply chain flows should be addressed. Manobi might expand its service offer, in

order to complement the market-price information system, and offer logistics services,

financial services and agricultural extension services. These services could be offered via

cell phone through a centralized system, using Manobi’s online platform and other ICT

tools already developed by the company. With this package of services Manobi would

provide a holistic solution to the problems related to all the supply chain flows (material,

financial, information).
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5.1.5.1. Empowering vulnerable producers

The following analysis is based on the framework elaborated by London et al. (2010) and

depicted in Figure 12 (page 95). It will allow us to understand the main existing con-

straints in the Senegalese vegetable supply chain and the way Manobi’s services might

help to overcome them. 

Producers in the Senegalese vegetable supply chain are smallholders who own or rent a

plot of land with a size between 0,5 and 3ha. Most of them are unbanked and live in re-

mote areas with bad connections (dirt roads or no roads at all) and poor infrastructures.

These producers face a series of constraints that make them one of the most vulnerable

actors in the chain. 

Transactional constraints

Market access constraints

There are different factors that create market access constraints, some of them are of

physical nature (logistics, infrastructures) and others are related to the flow of

information. 

Most producers get information about end market prices through their cell-phones. The

expansion of cell-phone access in Senegal has been very fast. The penetration was of

only 8 per cent when Manobi began to offer its services in 2003, quickly growing to 27

per cent in 2006 and reaching 67 per cent in the year 2010 (The World Bank, 2015). In

2003, the lack of access to reliable up-to-date information was a big problem; but as the

mobile phone sector grew, this difficulty was softened, because people working at the

markets became direct information providers. Easier access to information has made the

system more transparent, but other deep structural problems, such as poor infrastruc-

tures (lack of proper warehouses, bad road links) or cash-flow problems are still present

and hamper the smooth functioning of the supply chain.

Vegetable production in Senegal is geographically dispersed and distant from urban

centers. The more remote a farm is, the more difficult it is for the producer to access

marketing channels. Poor infrastructures, high costs and scarce availability of means of
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transportation are important constraints. This situation makes isolated farmers highly de-

pendent on middlemen, who represent their only marketing channel. 

Besides, for farmers with better connections, it is difficult to access urban markets direct-

ly. They need to use the existing structure of middlemen and brokers in order to reach

the buyer, the wholesaler. Only when the producers have trusted contacts (usually family

members) in the end market, they can sell in a direct way.  

Manobi’s logistics services would soften the logistics constraints (logistics service) and

their role as a intermediary would streamline the chain, since it would connect directly

farmers to end markets.

Market power constraints

Producers are rarely paid cash when they sell their production through a middleman.

They only receive cash in the day of the transaction when they sell their production di-

rectly at the market. In this case, they usually receive the money at the end of the work-

day, when all the goods have been sold. The payment problem is an important one.

From the moment the middleman leaves with the agricultural products, the producer

doesn’t know if he is going to be paid the price agreed or if he is going to be paid at all.

The producers don’t have any guarantee of payment.

When the producer has some knowledge of the end market prices at the moment of the

transaction, he uses it to negotiate the selling price with the middleman. However, this

agreement is based on confidence (lack of enforceable contracts), since the producer

doesn’t know the market in which the middleman will sell the products, how the price

will fluctuate or when the middleman will return and pay.

It usually takes the middleman between one and four weeks to return and pay the

producer. Usually, if the price has been lower than expected, the middleman and the

producer share the loses. However, if the price has been higher than expected, the mid-

dleman normally keeps the extra margin.

The existence of several intermediaries also reduces the effective value that producers

capture for their products; and their presence usually reduces information transparency

for end demand. Besides, the local traders can sometimes collude and manipulate local
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markets to the detriment of the producer. Infrastructural issues lead to other institutional

constraints, raising challenges for small isolated communities to aggregate demand.

Manobi’s financial service would improve this situation by guaranteeing the prompt pay-

ment (financial service) and providing transparency and visibility about the movement of

goods and the transactions throughout the chain (information service).  

Market security constraints

Local vegetable Senegalese markets are unpredictable, undergoing strong price fluctua-

tions in short periods of time. These price fluctuations can have devastating effects on

smallholder producers, who are particularly vulnerable since they have limited or no al-

ternative market options.

Besides, the noted lack of national production planning and demand forecasts, along

with the little extant information about product availability in the markets, leads to com-

mon floods of local markets with their excess production of certain items, making the

prices go down.

These constraints could be addressed by Manobi through, for example, an insurance ser-

vice, but it is not contemplated in its plan so far.

Productivity constraints

Raw materials resources

The lack of access to high quality production inputs is a problem Senegalese smallholder

farmers usually face. They usually buy these products at a village shop and rely on the ad-

vise of the local retailer. However, availability of different products is limited and some-

times their quality is questionable. Because of these reasons and also seeking a reduction

in the price, it is common to see Senegalese farmers aggregating their demand in order to

buy big quantities of inputs. 

Manobi would not act directly on this echelon of the chain, but its platform could be

used as a tool to facilitate collaboration among farmers around this matter. 

Financial resources
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Farmers need cash at the beginning of the season to cope with the costs of inputs (seeds,

fertilizers, pesticides, diesel,…), and many of them have no savings. It is usually difficult

to obtain a bank loan, therefore they usually have to look for financial credit elsewhere.

Some middlemen offer loans to farmers. In order to obtain one of these loans, the

farmer has to commit all his production to the middleman, that is to say that the farmer

will sell his production entirely to the middleman who provided the loan. The farmer is

locked to that middleman and its negotiating power is reduced, but at least the farmer

got the necessary resources to obtain his yield.

Access to affordable credit in fair conditions is important for farmers to be lifted out of

the poverty trap. If they cannot afford to buy proper inputs at the beginning of the sea-

son, their yield would be small and of low quality, leading to lower income and keeping

them in a vicious circle. 

Manobi would facilitate the access to micro-credits through a partnership with a local

bank.

Production resources

Lack of access to productive and preservation technologies, as well as expertise on agri-

cultural techniques and business management hamper Senegalese smallholders

opportunities.

Post-harvest preservation of products is hard to achieve. There are not well-fitted ware-

houses or cold chambers available to store the products in order to preserve them in

good conditions until their sale. This means that the products need to be sold as soon as

possible after the harvest, since every day their freshness decays and, consequently, their

value drops. This leads to a poor negotiation with the middleman, specially for farmers

who live in remote areas. Some farmers sell their products to the first buyer passing by,

whatever the offer, because they tend to consider it is better to sell as soon as possible at

a lower price rather than waiting and risk losing all their production.

Technology used in farming and harvesting is quite rudimentary and irrigation systems

are rare, which has an impact on productivity and quality. Farmers’ lack of formal educa-

tion, limited background in business management and inexistent bookkeeping are other

of their weaknesses.
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Manobi would act over a few of these constraints by offering information about ago-cli-

matic conditions, agricultural techniques and best practices.

5.1.5.2. Changing the distribution of value

In order to further understand the dynamics of the local vegetable supply chain, its distri-

bution of value has been studied. Data was collected from producers, brokers and whole-

salers during the various field visits. Manobi’s market price database was also used to as-

sess the quality of the data collected and complement it. 

The data presents great variations because different products (which are not comparable)

and seasons (implying strong price variations) were considered. A deeper study would be

recommendable, broadening the sample and collecting more comparable data. Particular-

ly the aforementioned factors “product” and “month” have a strong influence on the be-

havior of prices. Besides, it should be noted that farmers and other actors in the supply

chain are reluctant to speak about their earnings, therefore difficulting the access to reli-

able data.

The results obtained for the potato and cabbage supply chains are presented here as a

first approximation to the analysis of the distribution of value in the Senegalese vegetable

supply chain. In both cases, a distinction is drawn between the cases in which producers

sold their products to a middleman at the farm gate and the cases in which the producers

made the journey to the rural market. The figures of this analysis are averages of the data

obtained from conversations with different actors involved in the transactions. 

In the “sale at farm gate” cases, producers sell their products directly to the middleman,

who goes to their farm and pick up the merchandise (see Figure 18 and Figure 20). In

these cases, the farmer does not get any money at the moment of the transaction.

In the “sale at the rural market” cases, producers sell their products at the rural market at

the price fixed by the broker (see Figure 19 and Figure 21). In these cases, the producer

has to pay for the transport until the rural market, the packaging and the commission of

the broker. 

Analysis 1: Potatoes (February-March 2010)
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Figure 18: Distribution of value at the potatoe supply chain - sale at farm gate. Source:Author’s
own.

Figure 19: Distribution of value at the potatoe supply chain - sale at rural market. Source: Author’s
own.

Analysis 2: Cabbages (August 2010)

Figure 20: Distribution of value at the cabbage supply chain - sale at farm gate. Source: Author’s
own.

Figure 21: Distribution of value at the cabbage supply chain - sale at rural market. Source:
Author’s own.

We can observe that the percentage of value captured by every actor in the chain is very

variable, due to the very fluctuating local market dynamics. The most significant result of

this analysis is the difference between the value captured by farmers in the commercial-
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ization of each kind of product. It might be due to the perishability of the product. Cab-

bages need to be sold as soon as possible, right after harvesting, because they rot very

fast. Potatoes, on the contrary, stay fresh longer, providing more time for farmers to

negotiatiate.

In order to complement the quantitative data and better understand the contextual con-

ditions of the transactions, three specific cases are presented in Table 11.

Case 1:Mamadou works at his farm, in the small village of Darou Salam Thioune, 18km from Mboro. There
is no paved road that reaches the village. This implies important logisHc barriers, thus Mamadou usually
sells	  his	  producHon	  to	  middlemen.
On Thursday (August 19, 2010) he sold ten bags (40-‐50 kg) of cabbages at 5000 CFA francs per bag. The
middleman told him he was going to sell the cabbages at the Thiaroye market. According to Manobi’s
database,	  the	  bag	  of	  cabbages	  was	  being	  sold	  at	  7000	  CFA	  francs	  that	  day.
When we provided this informaHon to the farmer, he didn’t even wince. He said every farmer in his village
assumes	  a	  price	  gap	  of	  2000-‐3000	  CFA	  francs	  per	  bag.

Case 2: Cheikh is a farmer from Kayar. In January 2010, he began harvesHng his potatoes. A middleman
arrived to his farm and offered to buy his producHon. Finally they agreed on a price of 200 CFA francs per
kilo.	  The	  middleman	  leo	  with	  35	  tons	  of	  potatoes	  without	  paying	  anythig	  to	  the	  farmer.
A month later, the middleman returned and told the farmer he was not able to get a good deal at the
market	  and	  paid	  him	  only	  160	  CFA	  francs	  per	  kilo.
The farmer lost 1.400.000 CFA francs in this operaHon. And he could not complain because he did not know
what	  happened	  at	  the	  market.

Case 3: Abdoulaye lives in an isolated area among sand dunes, 6 km from Kayar. On Monday (August 16,
2010) he harvested two bags (20 kg) of good quality hot peppers. He checked, thanks to his contacts and
his cell phone, the sales price of hot peppers at the rural market of No]o (35000 CFA francs/bag) and the
urban	  market	  of	  Thiaroye	  (80000	  CFA	  francs/bag).	  
Due to the significant difference, Abdoulaye decided to rent a car and carry his hot peppers to Thiaroye as
fast as possible, because the price might fall. He knew a broker there who could help him with the
transacHon.	  
Abdoulaye spent 12000 CFA francs for the car rental and the broker’s charged a commission of 1000 CFA
francs per bag. Therefore this farmer had an income of 146000 CFA francs. If he had gone to the rural
market	  of	  No]o,	  his	  income	  would	  have	  been	  around	  68000	  CFA	  francs.	  
Despite the good deal, Abdoulaye told us: “I don’t want to be a trader, I am just a farmer and I like it. I just
want someone to buy my products at a fair price. I don’t want to go to the market to negoHate, leave my
farm	  alone	  and	  lose	  a	  whole	  day	  of	  work”.

Table 11: Examples of different situations in the commercialization of products. Source:   Author’s
own.

The relationships between producers and middlemen are more complex and rich than

initially considered. Findings contradict the widespread belief that middlemen disappear-

ance would benefit smallholder farmers. In Case 3 (Table 11) the farmer emphasizes the

importance of counting on fair and trusty middlemen. The problem is not the existance

of middlemen, who play an important role in the chain, but the lack of transparency over
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supply chain operations and end market negotiations, see examples in Case 1 and Case 2

(Table 11 in page 119). 

Contrary to conventional wisdom, several cases of cooperation among producers and

middlemen were found. For example, in some occasions, middlemen assume the costs of

harvesting and packaging of certain farm, in other cases middlemen provide credit at the

beggining of the season to help farmers buy agricultural inputs.

In the cuantitative analysis (Figures 18 to 21 in page 118), it can be observed that com-

mercialization through the middlemen in these specific examples allows the farmer to

capture more value than commercialization through the rural market. Although it is

worth noticing that, when commercializing through the middlemen, producers have to

wait in average 1-2 weeks to get their payment, while at the local market they get the

money on the same day the transaction takes place. This delay in the payment also im-

plies certain risks related to non-payments or payments below what was initially agreed,

such as the example in Case 2 (Table 11 in page 119).

No significant differences were found between the value captured by farmers using

Manobi’s information service and the rest. However, the implementation of complemen-

tary services (logistics, financial, agricultural extension) might have a positive impact, im-

proving farmers’ benefits and access to the markets, since they address the main con-

straints hampering smallholders’ opportunities to create and capture value.

5.1.6. Case study A conclusion

The demand for fresh vegetables is increasing worldwide. Particularly in Sub-Saharan

Africa, growing urban population and increasing per capita income are making the veg-

etable market thrive, thus creating opportunities for local farmers. Vegetables are high

value crops that provide high returns to land and labor.

But local supply chains in developing countries have a lot of failures, and the conse-

quences of any malfunction affect more intensely the weakest agents. Improving local

supply chains is key to promote benefitial market access for small rural producers. How-

ever, research on this subject is scarce and challenging due to the great diversity of prod-
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ucts that fall under the category of “vegetables”, the high degree of informality in the

sector and the very dynamic nature of the market. 

Case study A addressed this gap by presenting an in-depth analysis of the local vegetable

supply chain in Senegal. This supply chain is characterized by a high degree of informali-

ty, fluctuating prices, vulnerability to external shocks, and inefficient links between farms

and markets due to problems in the material, financial and information flows (see Table

9 in page 106). This analysis might be extrapolated to other local vegetable supply chains

in the region.

Manobi is an inclusive business that seeks to streamline the Senegalese vegetable supply

chain and, particularly, to improve the competitive position of smallholder farmers by

providing value-added services. Manobi addressed one of the main challenges in this sup-

ply chain – information asymmetry – by providing a cheap information service through

cell-phones. The initiative improved the information flow, reducing its subjectivity, unre-

liability and uncertainty (see Table 10 in page 110), however it was not enough to change

the dynamics of the system. Problems of local supply chains in developing countries are

complex and multidimensional, therefore a holistic approach should be adopted to deal

with them.

Fair and transparent trading conditions should be guaranteed, as well as better produc-

tion techniques implemented, and infrastructures for preservation and transportation of

fresh products improved. The architecture of the system should be strengthened and the

access to credit and financial services facilitated. Manobi realized that and began to devel-

op (in collaboration with other actors with complementary experience and capabilities) a

new range of services in addition to the information service they had already put in place.

Logistics, financial and agricultural extension services were being developed when this

case study was elaborated. 

Another interesting learning from this case study relates to the intermediaries. Many aca-

demics and supply chain actors tend to blame middlemen for any supply chain malfuc-

tion. Nevertheless, intermediaries are essential in order to make the supply chain opera-

tional. The real problem is the lack of transparency over supply chain operations and end

market negotiations. 
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5.2. Case study B:

Global cut flower supply chain



5.2.1. Case study B overview

A private standard developed from Ethiopia for Ethiopia.

Case study B is a single case study. It analyzes a global supply chain with origin in

Ethiopia providing cut flowers to the global commodity market. The focal organization

is EHPEA, Ethiopian Horticulture Producers and Exporters Association, whose mission

is to promote and safeguard the competitive position of the Ethiopian horticulture sector

within the global market. The main characteristic that led to the selection of this case was

the development of a private sustainability standard for the cut flower sector in Ethiopia,

led by EHPEA and counting on the participation of both producers and buyers in the

cut flower supply chain.

5.2.2. Primary data collection

5.2.2.1. The country: Ethiopia

Fieldwork for this case study was carried out in Ethiopia. The author traveled to

Ethiopia and stayed there for two weeks (June 2011) for data collection purposes. The

data collection took place in the capital, Addis Ababa, and in rural areas nearby (Debre

Zeit, Koka and Meki).

Ethiopia is located in the Horn of Africa. It’s population, over 95 million people, lives

mostly concentrated in the highlands. Ethiopia is considered a low income country, and

its GDP per capita is well under the average in the Sub-Saharan region. However, its

economy is progressing significantly with a maintained GDP annual growth around 10

per cent in recent years (The World Bank, 2015).

The Ethiopian economy is mainly based on agriculture, this sector employs 85 per cent

of the active population in the country and represents 43 per cent of the GDP

(Ethiopian Investment Agency, personal communication, June 2011). Suitable land for

farming can be found at different altitudes, ranging from 500 to 3000 meters above sea

level, therefore Ethiopia can virtually grow any kind of crop. This is a great advantage for
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the sector, although frequent droughts affecting large areas and inadequate farming prac-

tices notably reduce productivity.

The agricultural potential of Ethiopia is enormous. From the 74 million hectares of

arable land, only 18 million are currently being used for farming (Ethiopian Investment

Agency, personal communication, June 2011).

It is important to note that Ethiopia has no access to the sea since the independence of

Eritrea in 1993. This fact hampers the exports of Ethiopian products and represents an

important challenge for Ethiopian producers’ competitiveness in the global market. 

5.2.2.2. Methods and sources

The data collection methods used in this research are summarized in Table 12 (page 125).

The data collection strategy was designed to take into account the perspectives of all rele-

vant stakeholders. The author used a variety of data sources and methods, including doc-

umentation, interviews and direct observation, to allow data triangulation which generally

reduces bias and enhances the confidence on the findings (Eisenhardt, 1989; Lewis,

1998).

Primary data was secured through several visits to floriculture farms located nearby Ad-

dis Ababa and through interviews to key actors in the sector. During the visits, direct ob-

servation was applied, as well as brief interviews to participants in the farms’ operations.

In-depth interviews were also carried out. Relevant information was gathered through six

semi-structured interviews, including representatives of the main public and private enti-

ties involved in the development of the Ethiopian cut flower sector and its code of

conduct. 
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Table 12: Sources of information and data collection methods in Case study B. Source:  Author's
own.

5.2.3. The context

5.2.3.1. The floriculture industry

The floriculture industry contains a wide variety of products which can be classified as

follows: cut flowers & foliage, potted plants, garden plants, nursery stock (trees), flower-

ing leafy, annuals & perennials, and bulbs & tubers. The worldwide market for floricul-

ture products has been growing consistently over the last decades, with an average yearly

growth between 6 and 9 per cent (Van Uffelen & de Groot, 2005). Floriculture global ex-

ports amounted to 20 billion dollars in 2012 (UN Comtrade, 2013). Due to its potential

and its low entry barriers, floriculture production is increasing in volume and in geo-

graphical spread, turning into a very globalized and competitive industry. 

This case study focuses in the cut flower industry, the main group within global floricul-

ture trade. World trade in cut flowers and foliage represents more than 8 billion dollars

per year (UN Comtrade, 2013). The largest markets for cut flowers are the European

Union and the USA, although growth of these markets has become to a standstill partly
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due to the economic crisis. Traditionally, the production of flowers was concentrated in

the aforementioned consuming countries, but new producing areas have emerged during

the past two decades in developing regions (Latin America and Africa) challenging the

sector’s dynamics. 

The Netherlands plays a leading role in the cut flower industry. It stands for more than a

half of all world floriculture exports and it is the main hub in the cut flower global supply

chain, since the majority of cut flowers are sold through Dutch clock auctions. The

biggest auction is FloraHolland in Aalsmer, located only 11 kilometers away from the

Schiphol International Airport of Amsterdam. Some factors that determined Dutch busi-

nesses success in the global floriculture market are: well-organized supply chains and

clusters where all industry actors work closely together with the auctions as the central

marketplace, numerous highly specialized research institutions, efficient packaging and

shipment, strong home demand, highly efficient supporting services (such as infrastruc-

ture and logistics), and decided support from their government. However, the Dutch

share in global cut flower exports is decreasing, declining from 58 percent in 2003 to 52

percent in 2013. Meanwhile, Kenya, Ecuador, Ethiopia, Colombia and Malaysia have in-

creased their share (van Rijswick, 2015).  

The main drivers of the relocation of production to the aforementioned developing

countries have been lower labor costs and better agro-climatic conditions. Another rea-

son is the lightness of cut flowers, which makes long distance transportation possible at a

relatively cheap price; on the contrary the cost of potted plants transportation (much

heavier) represents no incentive for the growers to relocate production. 

Nowadays, the main exporters of cut flowers in Latin America are Colombia (1.3 billion

dollars in 2012) and Ecuador (771 million dollars in 2012); and in Africa, Kenya (480

million dollars in 2012) and Ethiopia (180 million dollars in 2012). Within these regions

the domestic market is still small (although growing), so their cut flower businesses are

mainly export-oriented and depend highly on foreign markets. As shown in Figure 22,

the main cut flower market flows go from South to North: from Latin America to the

USA, and from Africa to Europe. 
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Figure 22: Cut flowers main import-export flows in 2012 (not considering the Asian region).
Source: Author's own using data from UNComtrade (2013).

The relocation of production to developing countries has driven significant economic

growth creating jobs and generating export earnings. However, it has also generated neg-

ative outcomes such as water and soil pollution (Otieno, Owuor, Lalah, Pfister, &

Schramm, 2013), and workers’ health problems (Breilh, N. & Yassi, 2012; Restrepo et

al., 1990) due to the heavy use of fertilizers and pesticides. These allegations have put the

industry at a stake in many regions and civil society organizations are compelling floricul-

ture companies (in both producing and consuming countries) to commit with sustainable

production and act accordingly. 

5.2.3.2. The cut flower supply chain

Europe is the biggest importer of cut flowers in the world, a market of around 1,300

million dollars a year, and more than half of these flowers are produced in East- and

South-African countries. This analysis will focus on the African-European cut flower

supply chain.

African flower production (mainly roses) has increased rapidly during the last few

decades in countries like Kenya, Ethiopia, Uganda, Zambia, Tanzania, South Africa or

Zimbabwe. The evolution of cut flower exports of some of these countries can be con-
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sulted in Table 13 (page 128). The success of this industry is due to its good agro-climatic

conditions for flower growing; its low labor cost, very relevant in this labor intensive in-

dustry; and its proximity to the European market. 

Exports	  in	  million	  USD

Year Ethiopia Kenya Zimbabwe South	  Africa

2000 0 91 25 17

2002 0 100 60 14

2004 2 232 17 22

2006 25 275 765 22

2008 105 446 186 28

2010 159 422 334 30

Table 13: Annual volume of cut flower exports of main African exporters. Source:  Author's own
using data from UNComtrade (2013).

African governments have usually supported the development of the floriculture sector

in order to reduce unemployment and generate foreign currency. It has been estimated

that high value agricultural export products, such as flowers, provides employment for 25

people per hectare (Wijnands, Bijman, & Huirne, 2007). In Ethiopia and Kenya, cut

flowers are listed among the top five export products.

However, this promising industry presents several challenges for African producers. The

key competitive features of cut flowers are price, quality, variety and freshness. First, re-

garding price, the African cut flower industry is highly dependent on foreign markets.

The local consumption of flowers is still small; therefore fluctuation of prices in global

markets affects the industry severely. Secondly, in order to achieve high quality and varie-

ty, the producers depend on imports from developed countries. Netherlands and Israel

are the main providers of agricultural inputs, market information, new flower varieties,

equipment, new production techniques, and technology. Finally, freshness is a key issue

because cut flowers are a highly perishable product and lose 15 per cent of their value

every day. The speed of delivery to the final consumption point is extremely important,

consequently very efficient packaging and logistics systems (air cargo capacity at reason-

able prices and with daily frequency) are required to maintain competitiveness. 
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Another important challenge is the poor public image of the floriculture sector due to

scandals related to pollution and poor working conditions in cut flower farms (see page

127).

All the aforementioned challenges faced by producers lead to power imbalances in the

African-European cut flower supply chains. African producers need agricultural and

technical inputs, foreign market information and extremely efficient logistics systems

they usually don’t possess, which makes them highly dependent on foreign investors and

trade partners. Besides, they are increasingly accountable for the impacts of their farms

on the environment and the local community.

Figure 23: African-European cut flower supply chain structure. Source: Author's own.

To this day, most trade is done through auctions and it is relatively easy for both suppli-

ers and buyers to switch partners across the chain. However, increasing cooperation and

a tendency to vertical integration is being observed in the industry. This increasing col-

laboration is driven by big buyers (large florists, supermarkets, garden centers), who wish

to control the quality and sustainability of the product from seed to final customer. Fol-

lowing this trend, wholesalers are becoming service providers and are cooperating with

growers very closely. Their goal is to copy the demands of big buyers with labels, certifi-

cates and quality audits in order to prove they produce high quality products in a sustain-

able way. In short, we are observing a transformation in the way floriculture businesses

compete, switching from a competition among firms to a competition among supply

chains. Only with long-term partnerships can producers as well as retailers control risks

related to availability, quality, sustainability and prices.

In this new and highly competitive environment, sustainability is an area in which

achieving competitive advantage can make a difference. Social and environmental im-
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pacts of flower farming can be highly damaging. cut flower producers have to identify

the risks associated to their exploitations and establish suitable management systems to

avoid negative outcomes. In this context, compliance with private standards is a way to

achieve competitive advantage. Prado (2013) suggests that “for a number of interest

groups within the flower industry, environmental and labor standards constituted a

mechanism to counteract strong competition in other product dimensions, such as price

and quality”. 

But the proliferation of private standards in the cut flower market (Flower Labelling Pro-

gramme, Fair Flower and Fair Plant label, EurepGAP, and MPS-Florimark, just to men-

tion a few of them) has created confusion among African producers. Private standards

are usually created and imposed by buying companies. Many producers complain about

these imposed requirements, claiming that they should be adapted to the context of each

country. In this case study, it will be shown that standards developed with the participa-

tion of the actors who are supposed to enforce them suit better the reality of the farms,

and their acceptance by producers is usually wider.

5.2.4. The case

5.2.4.1. Focal organization

Around the year 2000, in Ethiopia, several businesses pioneered in flower farming orient-

ed to the export market. Golden Rose Ltd., Summit Agro Industry, Ethio Dreams, SIET

Agro Plc. and Ethio Rose were some of the companies that successfully launched flori-

culture businesses between the years 1999 and 2002 (Gebreeyesus & Iizuka, 2010). These

five enterprises formed in 2002 a trade association: the Ethiopian Horticulture Producer

Exporters Association (EHPEA). The aim of this association was to represent the mem-

bers’ interests in front of the government and other stakeholders, as well as promoting

the Ethiopian floriculture sector and strengthening commercial links in the exports mar-

ket. From its constitution, EHPEA worked to sensitize the public authorities about the

great potential of the floriculture sector for the Ethiopian economy, seeking govern-

ment’s support for this nascent industry. 

5.2.4.2. Motivation
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Ethiopia’s approach to the floriculture industry was late compared to neighboring coun-

tries but quite successful. In fact, it has overtaken most of its competitors, becoming the

world fourth non-European exporter and the second from the African region. Its poten-

tial for flower farming is high thanks to agro-climatic conditions that allow production

for all-year-round, abundant and cheap labor force, and proximity to the European and

Middle East markets. For these and other reasons explored throughout this case study,

Ethiopia has been able to develop a floriculture sector from nearly no production in the

year 2000 to a volume of exports worth 159 million dollars in 2010, and it is expected to

reach $550 million by the end of 2016. In this period (from 2000 to 2010), the sector has

created 50 thousand direct jobs and an estimated 200 thousand people have benefited

indirectly.

Figure 24: Evolution of business entries and exports to the EU of the Ethiopian floriculture sector.
Source: (Gebreeyesus & Iizuka, 2010)

Nevertheless, around the year 2000, the sector was still nascent and fragile and Ethiopian

flower farming companies faced several barriers for the development of their industry,

being the main ones: difficult access to credit, high land rental price, poor infrastructures

and low and pricy air freight availability. 

EHPEA advocated for the development of the industry and met with government repre-

sentatives to explain the extant challenges and the positive impact the cut flower sector

could have on the country’s economy. In 2003, the Ethiopian government was already

committed to promote the cut flower industry. It worked to eliminate the barriers and

offered fiscal advantages to the businesses operating in the sector. Some of the measures

were: long lease land (25 to 45 years) at very affordable prices ($4 to $20/hectare/year);
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long term credits with no endorsement requirements from the Ethiopian Development

Bank; and the coordination of multiple farms’ air cargo shipments through Ethiopian

Airlines. All these measures, plus the fiscal advantages, created a favorable business envi-

ronment that attracted local entrepreneurs as well as foreign investors, and the sector

grew exponentially, as shown in Figure 24 (page 131).

In 2004, the opposition launched a very critical campaign against the floriculture indus-

try, accusing the government of supporting an unsustainable and harmful business. They

denounced the environmental risks associated to intensive flower farming, based on the

negative impacts observed in other countries with more experience in the sector, such as

Kenya, the African leader in cut flowers exports. In this country, the massive use of pes-

ticides and the intensive use of hydrological resources led the region of the Naivasha

Lake to an alarming environmental crisis that affected the lake ecosystem as well as farm

workers’ health and people living in the surrounding areas (Bolo, 2008). 

The Ethiopian population and other national and foreign stakeholders began to worry

and the sector came under close scrutiny. Poor labor conditions and child labor were re-

ported, as well as the use of chemicals that could seriously harm the environment and

workers’ health (Belwal & Chala, 2008). This growing concern about the social and envi-

ronmental impacts of flower farming was a threat for investments in the sector. The

floriculture sector was in the spotlight, and EHPEA was aware of the need of taking ac-

tion to protect the interests of the industry. They got to the conclusion that a private

standard should be implemented in order to address the social and environmental risks

linked to flower farming and improve the public image of the sector.

5.2.4.3. Action

The main foreign investors of the industry were from The Netherlands. In 2007, 37 per

cent of the total production of flowers for export in Ethiopia came from Dutch farms,

and two thirds of the Ethiopian flowers were exported through the Dutch market, in

auctions like Flora Holland (Melese & Helmsing, 2010). Given the predominant role the

Netherlands plays in the horticultural sector at an international level, Flora Holland has

become the leading matchmaker and intermediary between worldwide demand and sup-

ply of cut flowers and plants. Therefore, the involvement of Dutch actors into the pri-

vate standard  implementation process came as no surprise.

- 132 -



The “Ethiopian-Netherlands Horticulture Partnership” was created in 2006. This cross-

sector partnership intended to “contribute to a balanced growth of the horticulture sec-

tor in Ethiopia” (Helder & de Jager, 2006). The partnership’s priorities were building ca-

pacity and helping to develop and implement a sectorial code of practice for sustainable

floriculture. 

As shown in Figure 25, the partnership included organizations from the public sector,

the private sector and the third sector. Notable participants were the Dutch Embassy,

the Ethiopian Government and EHPEA. From the beginning, the partnership consid-

ered very important that the Ethiopian flower growers, through EHPEA, take the lead in

the design of the code of practice. At the end of the day, they would be the ones imple-

menting and enforcing the code. The presence of civil society organizations in the part-

nership also ensured that all the relevant issues were included in the agenda of the

partnership. 

Figure 25: Map of participants (by sector) in the “Ethiopian-Netherlands Horticulture
Partnership”. Source: Author's own.

In the course of 2006 and 2007, the code of conduct was designed by a team composed

of EHPEA members and different Ethiopian stakeholders. Business, civil society and

government were all represented. During the whole process, Dutch experts were advising

the team. 
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The practices of the Ethiopian floriculture sector were characterized, a benchmark study

of other codes of conduct was carried out, and the potential linkage with international

standards was analyzed. Several workshops with farmers were celebrated to review and

validate the contents and define the implementation strategy.

The code was finally launched in 2007. This first version of the code was quite basic and

defined the minimum standards a flower farm in Ethiopia should accomplish to avoid

social or environmental harm: it was called the “Bronze level”. The code approached dif-

ferent issues that were classified in three categories: management of the farm, good agri-

cultural practices and protection of the environment, and workers’ and local communi-

ties’ wellbeing. Figure 26 shows the contents of the code in a schematic way. The code

points out the importance of considering the three aforementioned categories through-

out the whole production process: from site selection to post-harvest, including seed

nursery, cultivation/production and harvest. In any of these phases, negative impacts or

outcomes can occur, therefore is very relevant to develop and implement a practical ma-

nagement system that identifies and minimizes social, environmental and economical

risks. This management system should incorporate issues related to workers, environ-

ment and production, as well as relations with other stakeholders (market actors, local

communities, the Ethiopian government, EHPEA, and external auditors). 

Figure 26: Main components and context of the code of conduct. Source:  (EHPEA, 2015)

In 2010, the code was revised and the Silver and Gold levels were introduced. These new

levels were perfected evolutions of the Bronze level. These new levels sought to show
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the path for improvement to the farms that wished to increase their commitment with

sustainability.

The implementation strategy for the code of practice was based on a cyclic process of

continuous improvement. EHPEA provided capacity building and support services to its

associates during the whole process, through a team composed of an expert – an English

expatriate – and six Ethiopian graduates. The process of implementation, grounded on

the classic Deming’s circle “Plan, Do, Check, Act” (Deming, 1986), allowed to introduce

improvements step by step, facilitating a gradual evolution to the different levels without

affecting too much the farm’s regular activities. Once the farm was ready, it had to con-

tact the certifying entity approved by EHPEA. Farms had to be audited annually to keep

the certification.

Figure 27: The three levels of the code of conduct. Source: (EHPEA, 2015)

In 2010, fifty flower farms (accounting for 80 per cent of the total land dedicated to flori-

culture crops) were certified with the Bronze level, eighty-five farms had participated in

workshops related to the code, and over three thousand farm workers had received train-

ing on sustainable practices. The code of conduct improved the working conditions in

the sector and reduced the environmental risks associated to the farms. The assistance of

a specialized training team entailed an important knowledge transfer in managerial,

organizational and technical terms. Finally, the implementation strategy led some farms

to adopt a culture of continuous improvement and pursuit of quality. 
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These positive effects and spillovers were recognized by the Ethiopian government, who

decided that the Bronze level of the code should be mandatory for all flower growers in

the country. This mandate took the form of a national law, and the legislation came into

effect in 2010.

EHPEA kept working for this code to be recognized internationally, working for the Sil-

ver and Gold levels to be considered equivalent to other international certifications. In

2015, EHPEA Code of Practice for Sustainable Flower Production (Silver Level) was

officially recognized as equivalent to the GLOBAL G.A.P. IFA Standard Version 4.0 for

Flowers & Ornamentals.

5.2.5. The output

5.2.5.1. Empowering vulnerable producers

cut flower companies in Ethiopia farm a surface of 11 hectares on average and employ

around 350 employees (Gebreeyesus & Sonobe, 2012). Most of their workforce is rural

population living under the poverty line and more than 75 per cent of them are women.

They work at the farm, producing or packaging flowers. In 2010, 50 thousand people

were working for the floriculture industry in Ethiopia.

The implementation of a code of practice represents a step forward to improve the

working conditions of employees in this sector, particularly regarding labor rights and

health and safety at the workplace.

Since the code was accompanied by a training program and one annual audit is mandato-

ry, an improvement in working conditions was expected from the first year. In all the

farms visited, the working environment was clean and organized and workers seemed to

be satisfied with their job.

However, negative outcomes kept being reported, such as water and soil pollution due to

heavy use of fertilizers and pesticides (Tadele, 2009), landgrabbing (Makki & Geisler,

2011), and poor and risky working conditions (Gudeta, 2012). There is still work to do to

improve sustainability in the Ethiopian cut flower industry.

The process of development and implementation of this code of practice also had an im-

pact on transactional and productivity constraints faced by Ethiopian cut flower produc-
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ers. Even though the framework from London et al. (2010) was developed in order to

analyze the constraints experienced by BoP farmers, the author will use the same frame-

work in the analysis of this case for reasons of consistency and because many constraints

faced by developing country producers are similar despite of their size (aside the differ-

ences in scale).

Transactional constraints

Market access constraints

In international markets, compliance with private standards is increasingly requested to

suppliers, specially in industries whose negative impacts on the community and the envi-

ronment are well-known. The cut flower industry is on the spotlight since scandals re-

garding pollution and working conditions came to light.

Compliance with private standards may be difficult for developing country producers,

due to a lack of understanding of the requirements, a lack of capacity or ability, a lack of

understanding of the market demand and opportunities, or a combination of them. The

fact that private standards are usually imposed by buying companies based on end cus-

tomers perceptions in developed countries creates a certain “cognitive dissonance” (read

more about “cognitive dissonance” in page 70).

The initiative presented in this case study facilitates the acceptance and implementation

of the code of practice by allowing and promoting the active participation of the produc-

ers in the definition of this private standard.     

Market power constraints

Global cut flower supply chains are buyer-driven, controlled by international Dutch

traders and big retailing companies that are beginning to buy directly from suppliers in

developing countries. Producers are the weakest actors of these supply chains, and they

usually capture a small percentage of the total value per stem. A deal between the

Ethiopian government and the foreign investors specifies that a minimum of 0.08 euros

must enter Ethiopia per stem; but this is a tiny fraction of the end market value. A bou-
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quet of twelve red roses costs around 50 euros in Spain, over 4 euros per stem. This

means that around 2 per cent1 of the end value reaches the producer.

Sustainability is a source of differentiation, specially when it is backed by a certification

or at label. A differentiated product is usually sold at a higher price to buyers (especially

when the offer of such products is still scarce).

Market security constraints

Differentiating Ethiopian flowers as credence goods would help to improve more stable

prices and direct market access. As stated in Subsection 5.2.3.2 (page 127) a tendency to-

wards direct transactions and closer buyer-supplier collaboration (stepping over dom-

inant Dutch auctions) is being observed. Big buyers (retailers, wholesalers) are looking

for stable and reliable suppliers to establish long-term supply chain relations. 

Productivity constraints

Regarding productivity constraints, the production resource constraints are the only ones

addressed by this initiative, because both the code of practice and the training deal with

issues related to improve the performance of the farm, such as business management and

the adequate use of pesticides and fertilizers.

5.2.5.2. Creating and implementing a private standard

This case study allows us to identify relevant factors and best practices that should be

considered when creating and/or implementing a private standard for a specific sector in

a developing country context. 

In 2004, floriculture was a young and promising industry in Ethiopia, and the actors in-

volved were willing to improve the performance of the sector and obtain a better com-

petitive position in the international market. Investors, public administration and local

businesses were well-disposed to introduce improvements in processes and products. 

1. This esHmaHon matches the one made by (Zerihun et al., 2014) “The selling price of cut flowers from
Ethiopia is about USD 0.183 per steam while the retail price in the European market, where the bulk of
Ethiopian cut flowers are desHned, is about USD 9.09. This makes the share of the Ethiopian exporters in the
vicinity	  of	  about	  2%.”
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Therefore, when the crisis arrived (fueled by allegations of unsustainable practices at the

farms), it worked as a trigger, activating a rapid response by the most relevant stakehold-

ers in the industry. The triggering factors were both local and global. On the one hand,

the Ethiopian civil society’s accusations constituted the local trigger. The experience in

neighboring countries, such as Kenya, had made local population increasingly aware of

the negative impacts of intensive flower farming on the environment (water use, pesti-

cides) and on workers’ health. On the other hand, demands for for ethical and responsi-

ble sourcing were growing among consumers in Europe. The Dutch government

(seeking to protect the interests of the numerous Dutch investors in the sector) and the

local business association, EHPEA, decided to promote the development of a private

standard for the industry. 

This crisis was seen as a significant risk that could stall the development of the sector,

but soon it turned into an opportunity to improve its performance and competitiveness.

Therefore, the design of the code of practice was not only driven by a need of mitigating

social and environmental hazards, but also by a desire to improve the capacity of local

businesses. The code of practice was disseminated mainly by a suppliers’ development

program. This capacity building program was aimed to improve the managerial and tech-

nical skills of the Ethiopian producers, so they could implement and monitor sustainable

practices but also improve their overall performance. Using the code not only to avoid

hazards but also to improve managerial and technical practices fostered local businesses’

interest in participating.

When private and public actors involved in the development and implementation of the

code were inquired about their motivation for engaging in this initiative, their first answer

was always the same: to foster economic development. The Ethiopian government agen-

cies sought to make the sector the spearhead of the new Ethiopian agricultural economy.

The Dutch foreign agency had two aims: first, to generate local economic development

as part of its development aid agenda; and, second, to improve the business environment

for the operation of Dutch firms and investors in the country. EHPEA lived up to its

main objective, making the Ethiopian cut flower industry thrive. And Ethiopian farmers

just wanted to guarantee the long-term sustainability of their businesses and improve

their financial performance. All in all, the motivations of the main stakeholders in the

sector were aligned, which made collaboration easier. 
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The existence of a strong leadership, the business association EHPEA, was key for the

launch and success of this initiative. EHPEA was used to interact with both local busi-

nesses and international buyers, and it had a deep knowledge of the challenges of the sec-

tor at a local productive level as well as at a global marketing level. Therefore EHPEA

acted as a promoter and a facilitator, managing the process, connecting different actors

and bridging cultural and business differences.

The design and validation of the code was based on multi-stakeholder participation:

Ethiopian civil society, businesses and government agencies were all represented. There-

fore, this code of practice was written for Ethiopia from Ethiopia, counting with the

opinion and approval of all the different actors involved in the industry. This facilitated a

wide social acceptance of the code.

Most local businesses did not see the management of social and environmental sustain-

ability as a priority, therefore they might have offer more resistance to the implementa-

tion of this private standard. However, the code of practice was not externally imposed

by buyers, but co-developed with local producers’ participation. As aforementioned, the

code contained not only recommendations related to workers and the environment, but

also related to management and agricultural techniques. Since the producers participated

in the process of development of the code and it included issues that directly affected

their daily work, they were more willing to implement it. Besides, EHPEA explained very

clearly how private standards could bring new business opportunities, since it represent-

ed a competitive advantage in certain foreign markets.

However, even when the willingness exists, certain abilities are needed to be able to fulfill

any private standard requirements. The process of implementation of the code was based

on two main principles: training and continuous improvement. The focus on suppliers’

capacity building, together with the incremental nature of the implementation process

(following the principles of continuous improvement represented in Deming’s PDCA cy-

cle) are relevant aspects to be considered for driving effective change on local business

practices. 

The active involvement of the government was also an innovative and enriching factor.

The Ethiopian government agencies provided institutional support and legitimacy in the

interaction with Dutch government representatives. Their participation also allowed the
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local government to have deeper knowledge of the situation and the needs of the cut-

flower sector. After a few years, and based on the success of the code of practice, the

code evolved from a self-regulating initiative to a government legislation. This case sup-

ports the idea that private standards can be a useful complement to national laws (Arya

& Bassi, 2009; Sobczak, 2006).

In summary, the initiative presented in this case study strengthened local farmers,

reduced environmental and social risks associated with the cultivation of flowering

plants, improved the image of the Ethiopian cut flower sector, and generated a certain

competitive advantage for Ethiopian flowers in the international market. 

5.2.6. Case study B conclusion

Ethiopia has become the second African exporter of cut flowers. The floriculture indus-

try has exponentially grown in this country during the last decade, generating important

economic activity and creating thousands of jobs. The main catalysts of this success have

been the continuous flow of foreign investment and the determined support of the

Ethiopian government through fiscal advantages, cheap credits and long-term land leas-

es. However, the floriculture sector has not been free of controversy.

Allegations of unsustainable practices and mistrust of local and foreign stakeholders to-

wards the industry jeopardized the floriculture sector’s growth. As an export-oriented

sector, sustainability issues were very important due to end customers’ concerns about

social and environmental impacts.

The Dutch government (seeking to protect the interests of the numerous Dutch in-

vestors in the sector) and the business association, EHPEA, decided to develop a code

of practice. The objectives set for the code were to strengthen the sector by reducing so-

cial and environmental risks, and improving quality and business management capacities. 

The design and validation of the code was based on multi-stakeholder participation: civil

society, businesses and government agencies were all represented. Therefore, this code of

practice was written for Ethiopia from Ethiopia, counting with the opinion and approval

of the different collectives participating in the industry. The code was implemented
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through a cyclic process based on the continuous improvement philosophy, and it was

supported by a capacity building program.

The intervention of EHPEA was decisive. EHPEA strengthened local farmers’ capacities

and led the design and implementation of the code of practice. The code had a very posi-

tive impact, minimizing environmental and social risks associated with the cultivation of

flowering plants, improving the image of the sector, and generating a competitive advan-

tage for Ethiopian flowers in the international market.

Moreover, the code of conduct evolved from a self-regulating initiative to a government

legislation, which supports the idea that codes of conduct can be a useful complement to

national laws.
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5.3. Case study C:

Global coffee supply chain



5.3.1. Case study C overview

Linking smallholder producers with international buyers: the direct trade model.

Case study C is a multiple case study. It analyzes three global supply chains with origin in

East Africa providing coffee to the global niche market of specialty coffee. The focal

organizations are traders who are directly connecting smallholder coffee farmers in de-

veloping countries to coffee roasters in developed countries. The main characteristic that

led to the selection of this case was the change in the governance dynamics that can be

observed in “direct trade coffee” supply chains.

5.3.2. Primary data collection

5.3.2.1. The country: Tanzania

The author travelled to Tanzania and stayed there for three weeks (June 2013) collecting

data. The data collection took place in the two main coffee producing regions: Kiliman-

jaro and Mbeya. 

Tanzania is located in East Africa. In 2014, it had a population of around 51 million peo-

ple and a GDP of 49 billion dollars. It is one of the poorest countries in the world but its

economy is experiencing a fast and continuous growth, with a 6-8 per cent of GDP an-

nual growth since 2006. Tanzanian economy is mainly based on gold mining and tourism

(The World Bank, 2015). 

According to the United Nations Development Program (UNDP), Tanzania is ranked

152 out of 186 countries regarding its level of human development. Around 33 per cent

of its population live in poverty, 17 per cent of the population is chronically food inse-

cure and 38 per cent of infants are malnourished (The World Bank, 2015).

The agri-food sector accounts for 31 per cent of the GDP and it is a key sector for the

socio-economic development of the country. 75 per cent of the population live in rural

areas and their livelihoods depend on farming (The World Bank, 2015). 

Coffee is part of the Tanzanian export portfolio. In 2012, it represented 5 per cent of

total value of Tanzanian exports. There are 200.000 hectares dedicated to coffee farming,
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producing around 50.000 tons of coffee per year, and 95 per cent of it is produced by

smallholder farmers.

5.3.2.2. Methods and sources

This case study presents a cross-case analysis of three coffee traders and their supply

chains (their names will be kept confidential). The focal companies are expert trading

businesses that work in the specialty coffee industry segment facilitating direct trade

connections between roasters and smallholder farmers. 

Table 14: Sources of information and data collection methods in Case study C. Source:  Author’s
own.

First, the author collected secondary data about specialty coffee traders and direct trade

through desk research, which led to the selection of the three focal companies in this

study. Secondary data was later on enriched and contrasted with three weeks of fieldwork

in Tanzania (July 2013) compiling primary information about these businesses and their

supply chains. Primary data collection included the following methods: direct observation

of trading companies’ work in the office and in the field; informal conversations with
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staff; visits to coffee estates, smallholder farms and coffee processing facilities; and semi-

structured interviews to their CEOs and coffee purchasing managers (see details in Table

14). A complementary interview was carried out in The Netherlands a year later (June

2014).

Multiple case study research (like the one presented here) enables a broader exploration

and a more robust view of current practice (Yin, 2008; Eisenhardt & Graebner, 2007).

This method usually requires more resources but it enhances external validity.

5.3.3. The context

5.3.3.1. The coffee industry

Coffee is one of the most important agricultural commodities traded in international

markets, in terms of both volume and value. In crop year 2012/13, 145 million bags of

coffee were produced in countries of Asia (32 per cent), Africa (11 per cent) and Latin

America (57 per cent) and the total value of the coffee industry was estimated at around

173.4 billion dollars (International Coffee Organization, 2014a; International Coffee

Organization, 2014b). On the consumer side, the major importers are industrialized

countries, in particular the USA, Europe and Japan. Therefore, the income and wealth

disparities between coffee-exporting nations and the main importing nations are substan-

tial. While coffee imports and prices are a minor matter for the large coffee-importing

countries, they have exceptional importance in the economies of many producing coun-

tries, which are largely dependent upon this commodity for their export earnings.

Coffee production is closely related to rural development and poverty. The International

Coffee Organization estimates that there are 25 million coffee producers worldwide, and

most of them are smallholder farmers who depend directly on coffee for their liveli-

hoods. Thus, coffee provides income opportunities in the rural areas of many tropical

countries. When properly managed, coffee plantations can reduce environmental degra-

dation and provide job opportunities. However, coffee farmers are currently facing great

challenges to achieve social, environmental and economic sustainability of their business.

First of all, the volatility of the coffee market has been a continual problem for decades.

This price uncertainty may hinder appropriate decision-making regarding resource alloca-

tion and planning. And, while coffee prices go up and down, the main costs of produc-
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tion (labor, fertilizers and phytosanitary products) are rising in all countries. On the envi-

ronmental side, pests and diseases continue to ravage coffee plantations: the recent leaf

rust plague in Central America has been especially virulent; poor farm management has

led to deforestation, soil degradation and water pollution; and climate change might alter

agro-climatic conditions in traditional coffee-producing areas. Furthermore, access to

commercial information, credit and diversification opportunities are often beyond reach

for smallholder farmers, undermining their ability to recover from economic and envi-

ronmental shocks.

Development actors in coffee-producing countries – sometimes in collaboration with

governments – have tried to alleviate the difficulties encountered by smallholder coffee

farmers in making their business flourish. Their goal is usually to improve development

outcomes in coffee-producing areas, such as attenuating rural poverty and vulnerability,

sustaining rural population livelihoods and reducing migration to urban areas, and im-

proving the environmental sustainability of delicate ecosystems. However, these public

efforts need to be combined with consistent purchasing policies and practices of coffee-

buying companies, who have determined the course of the industry since its liberalization

in 1990. 

To reduce the poverty and vulnerability of coffee smallholders, it is necessary to pay cof-

fee prices that cover costs of production and living costs and to facilitate farmers’ access

to resources – mainly credit, market information and agricultural inputs. The coffee in-

dustry has proven to be a highly lucrative one; however, it is characterized by an uneven

distribution of value and risk among the actors involved. Coffee supply chains are buyer-

driven commodity chains in which the lead firms – importers and roasters – govern the

chain in a hands-off way, maintain the opacity and capture most of the gains. Therefore,

to improve smallholders’ opportunities, it is necessary to challenge the way coffee supply

chains are governed.
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5.3.3.2. The coffee supply chain

Coffee is a soft commodity like tobacco, cotton, sugar, rubber, tea and cocoa. These

agro-commodities remain the main strand linking the world’s rural poor with global

product markets (Gibbon, 2001a).

Figure 28: Global coffee supply chain. Source: Author's own.

In the mainstream, commodity coffee supply chains (represented in Figure 28) are buyer-

driven chains in which most of the power remains in the hands of large coffee roasters

that control a huge market share (Ponte, 2002b). Almost 45 per cent of green coffee im-

ports is purchased by the five largest roasters: Philip Morris, Nestlé, Sara Lee, Procter &

Gamble and Tchibo (Panhuysen & van Reenen, 2012). These roasters tend to rely on

multinational commodity-trading companies – such as Volcafé, Neumann and ECOM –

for their supply of green coffee. Coffee is imported in bulk, bought and processed by

roasters, and sold by retailers.

As depicted in Figure 29, roasters have maintained a dominant position through the ef-

fective management of asymmetry of information on quality. Roasters buy green coffee

from traders with complete quality information, and after roasting and blending it, they

sell it under a brand name. Little or no information about quality and origin is disclosed

to the end consumer. Therefore, coffee is differentiated by brand, not by its intrinsic

attributes. In these mainstream coffee chains, roasters, traders and retailers are the actors

capturing most of the value, while little of it remains in the producing country.
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Figure 29: The coffee supply funnel. Source: Author's own.

However, the coffee market outlook is changing and coffee is not such a homogeneous

product any more. During the last decades, some segments of the coffee sector have suf-

fered a process of decommoditization (Fitter & Kaplinsky, 2001) due to several factors:

an increasing sensitivity towards sustainability issues, a greater awareness among con-

sumers about the challenges faced by coffee producers, a growth of demand for quality

coffee from specific origins, and the creation of new ways of commercializing coffee

(capsules, ready-to-drink, specialty coffee shop chains). Therefore, the main decommodi-

tization trends in the coffee industry are driven by sustainability and quality demands.

Consumers’ sensitivity about sustainability issues related to coffee production has been

growing during the last decades, fostered by the Fair Trade movement (Kilian, Jones,

Pratt, & Villalobos, 2006; Mckone-Sweet, 2004). The demand for sustainable coffee has

led to the creation of certifications meant to connect producers and consumers through a

label that represents both fairer trade conditions and a more sustainable production.

However, while these certifications are useful for differentiating a product in the end

market as a ‘credence good’ (Reardon, Codron, Busch, Bingen, & Harris, 2000), they do

not essentially challenge the way supply chains work. Certified coffee supply chains can

be governed in a hands-off way by roasters, who just need to specify which kind of cof-

fee and certification they want to buy and acquire it from traders. Certifications’ sustain-

ability requirements only apply at the farm level, and the cost of implementing and main-
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taining the certification is usually borne by the producers themselves, marginalizing the

poorest farmers who lack the knowledge and resources to gain the certification. Besides,

there is currently a large gap between certified coffee volumes available and actually pur-

chased (Potts et al., 2014).

Aside from sustainability, the other attribute that is bringing coffee out of commodity

status is quality (Ponte, 2002a). Specialty coffee refers both to whole bean sales and to

coffee beverages sold in coffee bars and cafes. The range includes higher quality coffees,

both single origin and blends, unconventional coffees such as flavored coffees and cof-

fees with an unusual background or story behind them. Specialty coffee is estimated to

represent around 10 per cent of world consumption and it is the fastest growing segment

in mature coffee markets (International Trade Centre, 2011).

The coffee industry has gone through different phases – or ‘waves’ – characterized by

the quality of the coffee commercialized and the information disclosed about it (see Fig-

ure 30 in page 151). Currently, the Third Wave of coffee wants to go beyond the differ-

entiation by quality and transform coffee into an artisanal product such as wine. To do

so, all stages of the supply chain have to be improved: from growing to harvesting, pro-

cessing, trading, roasting and brewing.

Third Wave coffee roasters are making great efforts – and investments – to educate con-

sumers to understand coffee as a specialty beverage, such as wine or beer, with its wide

variety of flavors and aromas and different brewing techniques. They are pushing special-

ty coffee into the market by organizing events, promotions, training retailers, providing

coffee machinery and even vertically integrating themselves towards the retail side.

On the upstream part of the supply chain, Third Wave coffee roasters buy coffee directly

from the farmers, establishing direct trade relationships. Direct communication allows

further exchange of knowledge between buyer and supplier, fosters a better understand-

ing of expectations and limitations, and helps to build relationships and partnerships that

go beyond mere market transactions. Furthermore, in this new segment of the coffee

market, retail prices are considerably higher, allowing roasters and farmers to negotiate

contracts on the fringes of the prices established by the financial markets. This direct

trade approach is challenging the status quo of existing coffee supply chains. As

Raynolds (2009) suggests, quality-driven coffee buyers can create new types of partner-
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ships via collaborative engagements, and improvements in quality might increase farmers’

ability to define their position in global markets.

Figure 30: Phases of the coffee industry (regarding quality). Source: Author's own.

The biggest market for specialty coffee is the USA, the Specialty Coffee Association of

America estimated it at 25.3 billion dollars in 2014. The pioneers of the Third Wave cof-

fee movement are considered to be Intelligentsia, Counter Culture and Stumptown;

American roasters with a volume of sales of around two million pounds (in weight) of

coffee per year each. The Third Wave coffee philosophy is spreading fast in the USA and

other mature markets such as Europe, South Africa and Japan. Nevertheless, it is difficult

to estimate its dimension because it is formed by a wide global network of small roasters.

5.3.4. The case

5.3.4.1. Motivation

The need for greater coordination and control in high-quality coffee supply chains, the

concerns about the social and environmental challenges faced by farmers, and the will-

ingness to discover rare types of beans in remote coffee producing areas, have driven

specialty coffee roasters to approach the source of coffee and develop closer relation-

ships with farmers. This new way of trading coffee in which roasters and farmers know

each other, communicate directly, close deals and seek for long term relationships is

called ‘direct trade’. This approach is essentially different from that of the mainstream
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coffee trade, in which roasters buy coffee from an importer and rarely have any contact

with suppliers in the producing country.

Direct trade does not have a unique standardized definition and the concept is often mis-

understood by consumers and sometimes misused by coffee industry actors. Direct trade

entails a direct connection between a roaster and a supplier who seek to build a sustain-

able, long-term and mutually beneficial relationship to grow, process and market out-

standing coffee. Roasters and farmers sometimes find their direct trade partners in Cup

of Excellence events, but most commonly they have to rely on intermediaries to find the

right partner and maintain the relationship. Especially when the supplier is a group of in-

dependent smallholders or a small cooperative, the role of the intermediary becomes cru-

cial. Specialty coffee roasters have no capacity to exert the control and coordination of

the upstream part of the chain that direct trade requires in these cases, and vulnerable

smallholders lack the information and tools needed to access this market.

5.3.4.2. Focal organizations

In order to operationalize direct trade, certain facilitating companies have emerged. The

author has coined the term “connective business” to denominate these expert trading

businesses that connect smallholders’ production with specialty coffee roasters’ demand.

These connective businesses can play different roles in the supply chain but they always

have a direct and close relationship with both the supplier and the buyer allowing them

to do business with each other, while eliminating barriers and minimizing the resources

they would have to invest to do so by themselves. Most connective businesses play the

role of importers, although some of them also act as exporters to have a greater control

over the chain. Besides these functions, they carry out a wide variety of activities oriented

to support the farmers and guarantee the quality and reliability of coffee deliveries.

The ‘invisibility’ of these businesses, which are enabling direct trade relationships, espe-

cially with the most vulnerable farmers, is surprising. Maybe due to the disparagement of

the intermediaries in agro-commodities supply chains, roasters prefer to present direct

trade as a direct relationship with the farmer, without mentioning connective businesses. 

In this study, we analyze three of these connective businesses (CB1, CB2, CB3) and their

supply chains. Each of them has a different business model, but their strategies are based

on the same underlying principle: establishing a more solid and direct relationship model
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with coffee farmers in order to improve the quality and reliability of the supply. The key

features of the three connective businesses are summarized in Table 15 (page 156) and a

graphical representation of their supply chains is depicted in Figures 31, 32 and 33.

The raison d’être of all three connective businesses that were part of the study is to en-

able direct trade between roasters and farmers. As they state in their mission declarations,

they seek to: “link community with community”, “close the gap between grower and

roaster”, “create direct and transparent commercial relationships between farmers and

roasters”. Nonetheless, each of those businesses has a slightly different approach to this

challenge.

CB1 is considered to be the precursor of this type of businesses. Created in 1997, it has

been connecting farmers and Third Wave coffee roasters since then. Its main goal is to

improve the livelihoods of coffee farmers in rural communities worldwide, and it is

uniquely focused on specialty, sustainable, shade-grown, relationship-based coffee. It

bets on a combination of direct trade and sustainability certification (90 per cent of the

coffee traded is Fairtrade certified) to maximize the benefit captured by farmers. The

parent company, located in the USA, is a for-profit company certified as a B-corporation

and it is in charge of importing the coffee and maintaining the relationship with roasters.

The subsidiaries, located in Latin America and East Africa, are non-profit organizations

whose functions are supporting and training farmers (30 per cent of the company annual

net income is dedicated to these activities) and realizing development projects funded by

third parties (roasters and other actors). CB1 mainly works with cooperatives of small-

holders (95 per cent), although a few of their suppliers are coffee estates (5 per cent).

Figure 31: CB1 supply chain. Source: Author's own.
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CB2 is a holding of three different companies: one specialty coffee roaster and two ex-

porters. Both exporting companies are located in East Africa and sell specialty and

standard quality coffee from the region in international markets. They facilitate direct

trade relationships and also sell bulk green coffee to traders. CB2 is a profit- based enter-

prise, in the words of its founder and former CEO: “We are not do-gooders, we are cap-

italists”. Nevertheless, CB2 believes a for- profit company can also deliver a positive so-

cial impact. CB2 has a strong presence in producing countries with the aim to build a

network of reliable suppliers. It only trades coffee produced by smallholder farmers and

offers them services such as access to agricultural inputs, training and pre-harvest credit.

It is the only business among the three presented in this article that buys the whole

amount of the coffee produced by its partnering farmers, regardless of the quality grade.

Figure 32: CB2 supply chain. Source: Author's own.

CB3 is a European independent direct trade facilitator specializing in the small-volume

coffee trade. It basically provides a direct trade platform – and shipping services – to

connect small micro-roasters and coffee growers. It doesn’t have offices in origin, but re-

lies on local partners to guarantee transparency, traceability and quality assessment. CB3

employees are continuously traveling to different coffee-producing countries to meet the

coffee farmers recommended by exporters, development agencies and NGOs. CB3 only

works with producers that have already achieved a high-quality product but are having

problems selling it in the specialty coffee segment, and connects them with specialty mi-

cro-roasters. To guarantee the sustainability of the business model, CB3 consolidates all

the small-volume coffee orders from a region in one shipping container and later it redis-

tributes the bags among the micro-roasters.
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Figure 33: CB3 supply chain. Source: Author’s own.

Therefore, connective businesses are the actors who are making direct trade relationships

between specialty coffee roasters and vulnerable smallholders possible. These connective

businesses profile potential partners and help them to find the best match, facilitate di-

rect and continuous communication between buyer and supplier, ensure transparency

throughout the chain, provide incentives to farmers for growing and processing better

coffee, and support farmers to improve coffee quality and yield and to develop a sustain-

able business model. For their services, they charge a fee that is paid by the roasters.
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Table 15: Key features of the three case studies on coffee connecting businesses. Source:  Author’s own.
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5.3.4.3. Actions

Connective businesses act as a bridge between farmers and roasters. The essence of di-

rect trade is building mutually beneficial relationships, exchanging knowledge and co-

operating to improve the quality of the coffee. In order to do so, connective businesses

carry out different actions. The author has classified these actions in six categories: (1)

find the right partner, (2) communicate directly and continuously, (3) ensure transparency

throughout the chain, (4) provide incentives for growing and processing better coffee, (5)

support farmers to improve coffee quality and yield and to develop a sustainable business

model, and (6) consolidate long-term relationships. Each category will be further ex-

plained down below.

(1) Find the right partner

The demand for specialty coffee is growing worldwide, therefore the volumes sold by

specialty coffee roasters and their need for direct trade suppliers is rising too. This im-

plies that connective businesses are in a continuous search of suppliers who fit two basic

requirements: to produce quality coffee – or to have the potential to produce it – and to

be reliable. 

The quality of the coffee is greatly determined by every step of farming and processing.

Given the right soil and agro-climatic conditions, poor agronomy practices or inadequate

processing methods can damage beans that otherwise could achieve high quality

standards. Smallholder farmers in traditional coffee growing areas can greatly improve

the quality of their product with training and adequate processing equipment. 

A supplier is considered reliable when she can supply quality coffee with certain continu-

ity over time and when she actually does supply that coffee to the buyer with whom the

contract was signed. Problems of side-selling are commonplace in the coffee sector.

Since contracts are signed months before the coffee cherries are picked, some farmers

might feel tempted to side-sell part of their coffee if, parchment in hand, they receive a

better offer.

Connective businesses find coffee farmers, talk to them, offer help and stable market ac-

cess, and develop close relationships for the sake of building trust and long term partner-

ships. Before investing in suppliers’ upgrading they want to make sure those suppliers are
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staying with them. Their objective is to build a reliable network of suppliers of quality

coffee. Once they have it, they can offer to roasters a portfolio of coffees with different

organoleptic profiles plus the stories of the farmers who produced them.

(2) Communicate directly and continuously

Once the connective business has matched a group of farmers with a roaster, the direct

trade relationship relies on direct continuous communication. Building and maintaining

an open line of communication between farmers and roasters is hard. Many coffee small-

holders live in isolated rural areas, most of them have access to a cell-phone but few en-

joy Internet access. Many of them only speak the local language. 

Connective businesses visit their supply partners regularly, building bridges between

roaster and farmer, and they organize visits for roasters at least once a year. But they are

also using more innovative approaches, such as developing information management sys-

tems to improve the communication and transparency throughout the chain. 

CB1 and CB2 have recently developed two information-tracking systems in partnership

with development actors. Both systems use ICT technology (phones and iPads) to collect

and analyze suppliers’ data. On the one hand, these systems help to improve the manage-

ment of farms, cooperatives and wet-mills; on the other hand, they foster transparency

and direct communication between suppliers, roasters and credit providers (local banks). 

(3) Ensure transparency 

Opacity is the norm in global coffee supply chains. Direct trade challenges the current

status quo by establishing transparency as its main pillar. Transparency means disclosing

information about the value captured by every actor in the chain, the mechanisms for es-

tablishing prices, and the origin and destination of each coffee. Connective businesses

are in charge of collecting and sharing this information among the actors participating in

the supply chain.

CB1 directly connects farmers and roasters for the negotiation of the buying contract.

CB1 makes the link and supervise the process, providing advise to the farmers to be able

to negotiate fair prices.
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CB3 establishes the price to be paid by the roaster and publishes in its website the break-

down of how this price is distributed throughout the supply chain. This information is

open and accessible to anyone interested.

(4) Provide incentives 

Connective businesses use the C-market price as a reference, however they pay a premi-

um linked to the quality of the coffee. The difference between the quality premium and

the Fairtrade premium is that the quality premium is variable and depends on the quality

level. This premium is expected to work as an incentive for farmers to maintain and con-

tinuously improve the quality of their coffee.

(5) Support farmers  

Connective businesses help farmers to improve the sustainability of their business, be-

cause it is part of their mission and because without reliable suppliers they would be out

of the market. If farmers perform better, connective businesses will benefit too.

Since the causes of failure in fair distribution of value and access to market opportunities

in the coffee sector usually lie in the supply chain, connective businesses act as enablers

for farmers. They carry out different activities aimed to stimulate and improve the three

types of flows that characterize any supply chain – the financial flow, the material flow,

and the information flow – for smallholders. 

Financial flow: connective businesses provide or facilitate access to financial credit, most

urgently needed to buy agricultural inputs at the beginning of the season and to pay

seasonal workers during harvest. CB2 offers pre-harvest credit that is later discounted

from the final payment when the coffee is delivered. CB1 usually does not offer financial

credit to its suppliers but provides support and advise to farmers to obtain credit from

social banks such as Rabobank, Oiko Credit, Responsibility or Root Capital. Farmers can

use pre-sales contracts as collateral for obtaining credit. 

Information flow: market information and price risk management training is frequently of-

fered by connective businesses to their suppliers. Farmers learn about the operation of

the global coffee market, its price fluctuations and how they affect every actor in the
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chain. They also receive training on quality assessment, coffee tasting and evaluation, in

order to better understand the demanding requirements of the specialty coffee segment.

Material flow: Coffee farmers face producing and processing challenges everyday, so

connective businesses create training workshops aimed to improve the quality and

quantity of their crops. These workshops discuss different topics, such as: agronomy

training including fertilizer application, organic mulching, pruning and harvesting tech-

niques; technical assistance; organizational and management training; coffee quality con-

trol; quality wet-mill management; purchase of suitable inputs... The better the quality,

the higher the price premium connective businesses can pay the farmers, and it also

makes it easier to find a roaster willing to buy the coffee.

We would like to note that CB3 does not provide any of the aforementioned support ser-

vices to its suppliers, since it does not have offices operating in producing countries.

However, it delegates this task on the development partners (NGOs, aid agencies) that

are working directly with the farmers. CB3 only acts as a market enabler, opening market

opportunities for smallholders’ product in the specialty coffee segment. 

(6) Consolidate long-term relationships

The goal of any connective business is to create a wide and reliable network of farmers

and roasters willing to work together on a long-term basis. Easier said than done, work-

ers of all three connective businesses that were part of this study agree that the key for

creating strong partnerships is trust. And trust is built over time. Ensuring transparency

allows partners to share unexpected risks and also gains, promoting healthier business re-

lationships. Communicating directly and continuously helps to create personal relation-

ships that are stronger than mere business associations. Demonstrating the existence of a

vested interested from all parties to improve the quality of the coffee and the market op-

portunities reinforces the idea of partners sharing a common goal and depending on one

another.

Connective businesses are therefore the enablers of the direct trade model that has be-

come so popular in the specialty coffee industry. Connective businesses are for-profit en-

terprises that believe businesses can have a positive social impact while making money.

They provide services to farmers and help them to upgrade, empower and improve their

market position. They help roasters to find great coffees and personally meet the farmers
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who grew them. And they charge a fee for their services, so roasters pay the price agreed

to the supplier (FOB), plus the connective business fee, plus the shipping and importing

costs. Roasters end up paying on average, depending on the quality, between 5 and 15

dollars per kilo of directly traded green coffee beans. Connective businesses collaborate

with development actors who are training and empowering coffee smallholders, these ac-

tors uncover potential suppliers of specialty coffee and connective businesses advise

them on how increase quality and adapt to the end market requirements. 

5.3.5. The output

Connective businesses seek to empower vulnerable smallholder farmers and allow them

to benefit from their participation in the global coffee market. They integrate shared val-

ue creation – “create economic value in a way that also creates value for society by ad-

dressing its needs and challenges” (Porter & Kramer, 2011) – at the core of their busi-

ness model. Their own success depends on the capacity of coffee farmers to create high-

quality coffee, so improving smallholder farmers’ performance would improve their own

market opportunities too. This is the reason why these businesses invest a great deal of

their time and resources in improving smallholders’ capabilities and building partnerships

with them. Connective businesses are incorporating poor smallholders into specialty cof-

fee supply chains, offering them better opportunities to access a less volatile coffee mar-

ket segment and capture more value, and they are doing this in a profitable way. There-

fore, connective businesses can be considered BoP businesses that are supporting the

inclusion of low-income coffee producers into a higher value-added market segment.

5.3.5.1. Empowering vulnerable producers

Connective businesses are addressing coffee smallholders’ transactional constraints in all

their dimensions. The value captured by farmers is limited by these constraints, which are

related to their difficulty to access the marketplace, their little influence in the transaction

process to sell their products and the lack of access to a reliable and consistent demand

to allocate their goods. A summary of how connective businesses are addressing these

constraints can be consulted in Table 16 (page 165).

Transactional constraints
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Market access constraints

Market access constraints are due to two kinds of reasons: physical and informational

ones. On the one hand, poor infrastructures in developing countries, along with the re-

mote rural areas where smallholders usually live and difficult access to efficient public

transport, makes transportation of goods – especially perishable goods – to the market-

place very challenging. Coffee cherries need to be processed within hours from the mo-

ment they are picked. In order to ease this constraint, some connective businesses (CB1

and CB2) provide support and/or credit to groups of farmers to build and operate small

wet mills near their farms, in which they can first process their coffee from cherry to

parchment. Coffee in parchment form considerably increases its value and its storage life.

On the other hand, regarding informational barriers, the lack of awareness of market ex-

pectations reduces the opportunities of farmers to develop a product tailored to the cus-

tomers’ requirements. Connective businesses share end-market information with their

suppliers and also translate these market requirements – in terms of quality and other ad-

ditional attributes – to facilitate farmers’ understanding.

Market power constraints

Market power constraints are related to the influence and negotiating ability smallholders

have in their market transactions. Smallholders usually are small and marginal players in

the global supply chains; therefore, connective businesses play a significant role in their

empowerment. Connective businesses empower their suppliers in various different ways.

First of all, they connect them directly with the final market – with specialty coffee roast-

ers – eliminating other intermediaries. Connective businesses work with cooperatives, in-

dependent smallholder farmers’ groups and local entrepreneurs – wet mill owners who

process smallholders’ coffee cherries – and advise them on price negotiation, price risk

management and responsible purchasing practices. Besides, all the transactions are based

on enforceable contracts that are signed and agreed by both parties.

Market security constraints

Market security constraints are related to the instability of the final market due to price

fluctuations and limited marketing options. Connective businesses facilitate smallholders’

access to the specialty coffee market, a high-value market segment that is more stable

- 162 -



against the fluctuations of the C-market price. Besides, specialty coffee roasters aspire to

build long-term partnerships with their suppliers. These relationships, although based on

business interests, usually go beyond market transactions and lead to partnerships based

on trust, a shared vision and mutual support.

Therefore, we can conclude that connective businesses ease the three main transactional

constraints identified in the framework. These businesses connect smallholder farmers to

the market in a more efficient and effective way, reducing access barriers, empowering

them to negotiate better, and providing more stability than the mainstream markets.

Productivity constraints

The other group of constraints mentioned in the framework are the productivity con-

straints. These constraints represent barriers to value creation and are related to the diffi-

culty of access to quality inputs, financial credit, and appropriate technologies and

expertise.

CB2 is the connective business more involved in addressing productivity constraints. It

buys large quantities of quality agricultural inputs and resells them – with zero profit – to

its partnering farmers. It provides pre-harvest financial credit and it discounts the

amount from the payment of the coffee after the harvest. It also provides training16 in

agronomic practices, processing and management practices and quality management.

CB1 provides training but not financial credit or inputs. CB3 does not act to ease these

constraints because it is not present and continuously working with farmers in the

producing country, like CB1 and CB2.

Although some connective businesses are addressing productivity constraints, they are

not doing it alone. They usually combine efforts with development partners, aiming to

have a multiplying effect in coffee regions.

Connective businesses work with smallholder coffee farmers to improve their coffee and

put it into the market. However, when the productivity constraints faced by the small-

holders are too big, they collaborate with development actors to relieve them. Traditional

development actors – NGOs, aid agencies – in coffee-growing regions usually focus their

efforts on supporting smallholder farmers to improve their yield and access to the mar-

ket, with the aim of improving the amount and stability of their income. However, the
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marketing part is the most challenging for traditional development actors since it is not

their field of expertise and the coffee sector is a complex and risky one.

Therefore, the collaboration between traditional development actors and connective bus-

inesses has the potential to generate positive outcomes for all the groups involved. On

the one hand, smallholder farmers receive agronomic training, access to agricultural in-

puts and financial support by development actors; and on the other hand, they can access

a higher-value market segment thanks to the connective business.

These alliances are commonly formed between connective businesses and development

actors with a focus on business and access to markets as a path for poverty alleviation,

for example NGOs like Technoserve or SNV, foundations such as Progreso and interna-

tional agencies such as the United States Agency for International Development

(USAID).
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Table 16: Activities of connective businesses to reduce BoP producers’ constraints. Source:   Author’s own.
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5.3.5.2. Changing the distribution of value

Direct trade coffee supply chains, facilitated by connective businesses, are ensuring high

levels of transparency among all the actors involved in the chain. The value captured by

each actor is disclosed and the supply chain is streamlined, eliminating superfluous inter-

mediaries who were not adding value to the product. However, is this changing the way

value is distributed?

The supply chains of three specialty coffee batches have been analyzed, from producer

to retailer, to determine the prices paid to each actor and the total value captured. The

results for this analysis are presented in Figures 34, 35 and 36.

Figure 34: Analysis of value distribution within CB1 supply chain. Source: Author’s own.

Regarding the distribution of value, in the direct trade supply chains studied, farmers and

cooperatives capture between 10 and 23 per cent of the final product value. This repre-

sents an improvement from the traditional supply chains in which it is estimated that cof-

fee producers receive only between 7 and 10 per cent of the final value (Curtis, 2013).

However, most of the value is still captured by roasters and retailers in developed coun-

tries, between 77 and 86 per cent.

The author would like to point out that the value created in the specialty coffee value

chains is much bigger than the one in the mainstream markets, resulting in a noticeable

increase of income for producers. In all three cases, the Free On Board (FOB)2 price is

larger than the minimum price settled by the Fairtrade Foundation, which is 3.74 dollars

2. Free On Board (FOB) price means that the seller runs with the cost of transportaHon of goods to the port of
shipment,	  plus	  the	  costs	  of	  loading	  them	  onto	  the	  vessel.	  
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per kilo of fair trade organic green coffee. The FOB prices paid in the three supply

chains analyzed were 6, 7 and 3.78 dollars respectively.

Figure 35: Analysis of value distribution within CB2 supply chain. Source: Author’s own.

Although a classical value chain analysis was carried out to understand how the value is

distributed, it would be interesting to improve it by adding the costs incurred by each ac-

tor, and by correcting the quantities with the application of the purchasing power parity

principle.

Figure 36: Analysis of value distribution within CB3 supply chain. Source: Author’s own.

With this analysis, the author does not intend to establish any general conclusions about

the distribution of value in direct trade chains in general or even in the supply chains ma-

naged by CB1, CB2 and CB3 in particular. The author only had access to data about the

value chains of three types of coffee in one specific moment in time, and we would like it

to be taken as a first approach to the analysis of value distribution in these chains. Fur-

ther research is needed to validate these initial findings.

- 167 -



5.3.6. Case study C conclusion

The specialty coffee industry represents an opportunity for coffee producers. In this

high-value niche market, coffee becomes a product differentiated by quality, flavor, ori-

gin and even intangible attributes such as social and environmental sustainability. The fi-

nal price is much higher and more stable; therefore producers can capture more value in

a more reliable way. Furthermore, specialty coffee roasters seek to establish and develop

long-term relationships with producers who are able to supply the coffee they want in a

consistent way.

Smallholder farmers could benefit from this market segment, but in order to do so they

need to grow and process high-quality coffee and have access to the appropriate market-

ing channels. “Connective businesses” are inclusive businesses that work with smallhold-

er farmers in order to reduce the transactional and productivity constraints they face to

access the specialty coffee market. Connective businesses operate on the basis of shared

value creation. They connect farmers with specialty coffee roasters that otherwise would

not be able to meet and work together in a direct trade relationship.

Our study suggests that smallholders’ association with connective businesses is beneficial

for both parties. The distribution of value in connective business supply chains seems to

be more beneficial for coffee producers than in traditional supply chains. Besides, the

end value generated is much bigger, therefore smallholders capture significantly more

value than in traditional markets. Besides, the advantages of this relationship should not

only be valued by the economic gains, but also by direct market access and farmers’

empowerment. 

Certainly, there are also risks involved: farmers might side-sell their production to a bet-

ter bidder, damaging the relationship with the connective business, or they could become

locked to one buyer who suddenly abandons the partnership. To avoid these risks that

would ruin the shared value creation, contracts are essential, but all participants in this

study agree that mutual commitment and trust are even more important.

Connective businesses are reaching smallholders of isolated coffee-producing regions in

their search for specialty coffee varieties, and offering them training and access to the

- 168 -



markets. Therefore, this could become a means for integrating vulnerable farmers into a

differentiated market segment (even farmers that were marginalized in the sustainable

certified coffee segment). Some governments, such as Rwanda, and development actors,

such as Technoserve and SNV, have realized the opportunity specialty coffee represents

for poverty alleviation and rural development in coffee regions, and they are beginning to

collaborate with connective businesses and specialty coffee roasters. Nevertheless, it is

worth noticing that not every producer can find its place in this market, which only rep-

resents around 10 per cent of the world consumption. And even the ones supplying

high-quality coffee should not ignore the mainstream market but participate in both: spe-

cialty for their top quality and mainstream for the rest of their production.

The specialty coffee industry is reshaping the way coffee supply chains are managed and

governed, demonstrating that another way of trading coffee is possible. Further research

is needed to assess direct trade impacts on sustainability and development outcomes of

coffee-producing regions, as well as the socioeconomic impacts connective businesses

are generating for the livelihoods of smallholders.
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CHAPTER 6

 CASE STUDIES:
CONTRIBUTIONS TO THE

FRAMEWORK



In the previous chapter, a description of each case study was presented. Organizing the

case study data in a narrative way was the first phase of the analysis. In the following

pages, the relation between the case study evidence and the conceptual framework is dis-

cussed, which represents the second phase of the analysis. The cross-case synthesis ana-

lytical technique is applied. 

This analysis helps to determine the validity of the framework proposed in Section 3.3

(page 67). The relation between the framework proposed and the empirical findings is

presented in this chapter as depicted in Figure 37.

Figure 37: The conceptual framework 1.0 and its relation with the empirical findings. Source:
Author’s own.

6.1. The poor as suppliers

Case study evidence suggests that the incorporation of the poor as suppliers represents

opportunities but also risks.

Regarding the opportunities, Case study C shows how the access to a differentiated mar-

ket segment can provide more stable market access conditions and greater revenues for

smallholders. The specialty coffee segment, focused on finding rare types of high quality
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coffee beans, could become a means for integrating vulnerable coffee farmers as suppli-

ers of global markets, even for those farmers that were marginalized in the sustainability

certified coffee segment. Nevertheless, it is worth noticing that not every producer can

find its place in this market segment, which only represents around 10 per cent of the

world coffee consumption. And even the farmers supplying high-quality coffee should

not ignore the mainstream market but participate in both: specialty for their top quality

and mainstream for the rest of their production, in order to minimize risks through di-

versification of buyers and markets. 

Case study B supports the idea that access to wage labor in agri-food industries in devel-

oping countries can provide income and capacity building to a large amount of low-

skilled vulnerable population.

Case study A highlights the opportunities for West African smallholder farmers in the lo-

cal and regional vegetable market through the particular example of the Senegalese veg-

etable supply chain. In the Sub-Saharan Africa region, growing urban population and in-

creasing per-capita income are creating major opportunities for local farmers, and

vegetables are high-value crops which provide high returns to land and labor. 

The agri-food sector can help the poorest population to raise out of poverty. Neverthe-

less, poor farmers and workers are the ones supporting the highest risks and con-

straints – non-payments, crop failures, agricultural investments, poor labor conditions,

health and safety problems – and the lowest benefits. 

Case study C notes that coffee prices go up and down while the main costs of produc-

tion are rising in all countries and environmental risks are also rising (growing pests and

diseases, increasing soil degradation and water pollution, and altered agro-climatic condi-

tions due to climate change). Other actors in the chain rarely share the risks of produc-

tion with smallholder farmers. On the marketing side, farmers with poor connections to

the end market could become locked to one buyer, with the risks involved if this buyer

suddenly abandons the relationship. This kind of risk is specially relevant in supply

chains oriented to high value-added market segments. Due to the significant investments

and efforts that are needed to fulfill the market requirements, a subsequent exclusion

would have a very negative impact on the farmer.
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Case study B highlights how Ethiopian companies supplying the global cut flower market

are highly dependent on foreign investors and trade partners, since they need agricultural

and technical inputs, foreign market information and extremely efficient logistic systems

they usually don’t possess. All these challenges faced by producers lead to power imbal-

ances in the African-European cut flower supply chains.  

Case study A demonstrates how isolated farmers have limited opportunities for accessing

marketing channels as well as financial resources. This is the reason why they are highly

dependent on local middlemen who often provide them both. When the farmer is locked

to one middleman, their negotiating power is significantly reduced. Other factors such as

the difficult post-harvest preservation of products and the lack of enforceable contracts

further increase their vulnerability.

Therefore, the poor as suppliers in local and global supply chains enjoy opportunities,

mainly associated to a more stable income, but also risks, primarily related to production

hazards and changeable marketing channels. 

6.2. Motivations

In the previous section, it was argued that the incorporation of the poor as suppliers

presents opportunities to improve their livelihoods but certain factors can jeopardize

their potential gains. In this section, the motivations of businesses to engage with vul-

nerable producers and facilitate their sustainable incorporation as suppliers are analyzed. 

The conceptual framework emerging from the literature proposed the existence of three

main drivers pushing companies to engage with vulnerable suppliers: stakeholder

pressure, risk management and business opportunity. The analysis of empirical evidence

led the author to reorganize these drivers, by integrating stakeholder pressure and risk

management, and also to add a new source of motivation that was not considered initial-
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ly: the social mission of the company. The modification of the motivations in the con-

ceptual framework is depicted in Figure 38.

Figure 38: Evolution of section “Motivations” in the conceptual framework. Source: Author’s own.

6.2.1. Business opportunity

Business opportunities are the main source of motivation for companies to engage with

vulnerable suppliers. These opportunities are related to growing demand for sustainable

products in end markets, the specialized products and services vulnerable suppliers can

provide, and the emergence of innovative business models.

Consumer demand for sustainable products is growing.

Consumer awareness of sustainability impacts of a product through all its life cycle is

growing, along with their demands for a more sustainable behavior of private companies.

Therefore, consumer demand is usually argued to be one of the main motivations for

businesses to engage with vulnerable producers in developing countries. However, evi-

dence from the case studies shows that this is not the principal reason.

Business actors in Case study B consider that shifting their supply chain towards sustain-

ability is an opportunity to differentiate their cut flowers in the commodity market. How-

ever, the trigger of this shift was risk management.

Business actors in Case study C acknowledge an increasing sensitivity of coffee con-

sumers towards sustainability issues. However, their main objective is to get their suppli-

ers to achieve high quality coffee. Sustainability is a plus, but it is not the priority.
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A company’s efforts to work with vulnerable suppliers might be valued and recognized

by consumers and other stakeholders, still it is not the strongest driver for businesses

working with the BoP.

Vulnerable producers may become critical suppliers.

Case studies B and C show that companies engage with vulnerable producers in develop-

ing countries because they are critical suppliers who can - or have the potential to - pro-

vide the product they need. 

Case study C revolves around the specialty coffee market. Roasters in this segment are

looking for rare high-quality coffee beans from specific origins. Traders can earn a lot of

money by selling them coffee. However traders do not produce the coffee and their suc-

cess depends on finding coffee farmers with the capacity to grow and process outstand-

ing and peculiar coffee. This is the reason why connective businesses invest a great deal

of their time and resources in finding potential suppliers, improving their capabilities and

building partnerships with them. Improving smallholder farmers’ performance would im-

prove their own market opportunities too, because without reliable suppliers they would

be out of the market.

Case study B explains the development of the cut flower industry in Ethiopia and its rela-

tion with sustainability. Ethiopia is a very poor country, but its potential for flower

farming is high thanks to adequate agro-climatic conditions, abundant and cheap labor

force, and proximity to the European and Middle East markets. There are risks involved

in establishing a flower farm in the East African region, namely low capabilities of the

workforce, high sustainability risks related to vulnerable workers and fragile environ-

ment. But growers operating in the high-cost regions of Europe, the US and Japan have

to take action to remain competitive, and they are using their knowledge and skills to

produce or advise abroad in emerging flower-growing countries.

Innovative business models may emerge.

A third reason might arise from the capabilities and expertise developed by businesses

working with the BoP. Other actors find them valuable and are willing to collaborate or

subcontract these businesses who have learned how to work successfully with the BoP

and understand the complicated context of poverty in which they live. 
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In Case study A, Manobi provides professional services to the underserved population of

rural areas through a mobile phone application. This is a BoP business model, since the

service is maintained by a small monthly fee paid by users. However, the main source of

income of Manobi does not come from these small fees. Manobi plays a role of interme-

diary, linking big organizations (government agencies, NGOs, multinational companies)

with small local actors (farmers, fishermen, retailers). Manobi also implements develop-

ment projects funded by traditional development actors.

In Case study C, connective businesses do not only enable the supply flow of coffee

from smallholder farmers in developing countries to roasters in developed countries, but

also provide other kind of services such a visits to the farms, direct communication, etc.,

which are paid by roasters. Besides, some connective businesses have become develop-

ment project implementers in coffee producing areas. 

6.2.2. Risk management

There are mainly two kinds of risk when working with vulnerable suppliers: sustainability

scandals and supply failures. The existence of these risks drives companies to collaborate

with vulnerable suppliers - in order to reduce or eliminate the risks - or to abandon the

relation. In the case studies of these thesis, the existence of risks worked as a driver for

closer collaboration. 

In Case study B, the risk of escalation of a sustainability scandal triggered collaboration

in the sector. Poor labor conditions and child labor were reported, as well as the use of

chemicals that could seriously harm the environment and people’s health. These allega-

tions compelled foreign investors and local businesses to improve the sustainability of

flower farms in Ethiopia, developing a code of practices and training managers and

workers. 

For companies in Case study C, the risk of supplier failure was big because coffee small-

holders usually have a limited knowledge about quality requirements, and also because of

frequent cases of side-selling. A supplier is considered reliable when she can supply quali-

ty coffee with certain continuity over time and when she actually does supply that coffee

to the buyer with whom the contract was signed. Therefore, connective businesses tend
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to engage with their suppliers and work closely with them, exerting greater coordination

and control. 

It is worth noticing that in both cases closer collaboration with suppliers also helped to

reduce the type of risk (sustainability scandal or supply failure) that was not initially

addressed.

6.2.3. Social mission

Social mission of companies is found to be a strong motivator for businesses to engage

with vulnerable suppliers.

In Case study A, the focal organization has a strong social orientation. Its mission is “to

propose specific solutions for improving value chains and breaking the cycle of poverty”.

In Case study C, the focal organizations consider alleviating poverty a central component

of their mission. CB1’s main goal is “to improve the livelihoods of coffee farmers in rur-

al communities worldwide”, CB2 asserts that “our drive is to be a catalyst for real change

in the lives of farmers and their families, through honest, direct trade with transparency”

and CB3’s mission is formulated as “to make specialty coffee trade transparent and

equal”. 

Therefore, companies in case studies A and C seek to improve smallholder farmers’

livelihoods by providing fair and transparent trading conditions.

6.3. Challenges

In the previous section, it was explained how the main drivers for businesses to engage

with vulnerable suppliers are the emergence of business opportunities, the concern about
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potential risks and the existence of a social mission. However, once a company has de-

cided to engage with vulnerable suppliers several challenges may arise, hampering the

business relationship. This section examines these challenges, previously defined in the

conceptual framework, in the light of the findings of the case studies.

6.3.1. Transaction costs

Transaction costs are generally higher in inclusive supply chains. Transaction costs are

the costs incurred when making an economic exchange and they can be classified in

three broad categories: search and information costs, bargaining costs and policy and en-

forcement costs.

Search and information costs raise for actors working with smallholders. This is mainly

due to smallholders’ scattered and hardly accessible location and poor transportation in-

frastructures in rural areas in developing countries. It could be observed in Case studies

A and C. In addition to transportation problems, communication is complicated. The

smallholder farmers of these case studies live in rural areas (some of them very remote),

many of them have access to a cell-phone but few enjoy Internet access, and most of

them only speak the local language. 

Bargaining costs are related to price negotiations and contracts. In Case study A, price

negotiations need to be repeated continuously (before any transaction) due to the high

price uncertainty of the Senegalese local vegetable market and a fragmented and unstruc-

tured supply chain. Therefore, the efforts to reach purchase-and-sale agreements are con-

siderable and frequent among actors in the Senegalese vegetable supply chain. In Case

study C, smallholders negotiate and sign contracts with connective businesses or directly

with roasters. In both cases, market uncertainty due to high fluctuation of prices in the

coffee commodity markets, as well as smallholders’ limited understanding of end markets

make negotiations difficult. Side-selling problems are common, particularly when a mid-

dleman offers a price that is higher than the one agreed in the contract.

Policy and enforcement problems are found in Case studies B and C (the ones depicting

global supply chains). As indicated in previous sections, risks related to sustainability and

supply failure are higher when working with the vulnerable suppliers in developing coun-

tries. Therefore, buying companies tend to exert a certain control of the quality and sus-
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tainability performance of their suppliers. Monitoring involves significant investments, al-

though the cost can be reduced by standardizing and externalizing the control (e.g.

certifying entities). Resolution of conflicts through legal channels in the case of breach is

difficult. 

6.3.2. Codifiability of information

In order to improve the transmission of information and reduce transaction costs, infor-

mation related to product and process specifications can be codified. Codification of in-

formation through private standards (codes of conduct, certifications, etc.) is found in

both global supply chains studied (Case studies B and C). But in Case study A, the flows

of information throughout the local supply chain are informal, and product specifications

are not so important since demand in the local market is not specialized. 

Using private standards to transmit information to poor smallholders or developing

country firms counting on vulnerable population for their workforce is challenging. The

reason of this difficulty is not so much the codification of requirements itself, since there

are a wide range of standards, certifications and codes of conduct that are successfully

doing this already. The reason is the existence of a knowledge, perception and capacity

gap between buyers and suppliers regarding both quality and sustainability of processes

and products. Therefore, standards in the studied initiatives work as a complement of a

wider strategy for achieving a reliable supply base. 

6.3.3. Cognitive dissonance

Cognitive dissonance is found in the cases in which suppliers in developing countries sell

their products in developed country markets (Case studies B and C). 

The proliferation of codes of conducts, standards and labels have created confusion

among African producers. Private standards are usually created and imposed by buying

companies from developing countries. Many producers complain about these imposed

requirements, claiming that they should be adapted to the context of each country. 

In Case study B, Ethiopian flower producers find it difficult to understand the need of

implementing a private standard to address sustainability issues in their sector. The rea-
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son is threefold. Firstly, sustainability demands do not apply to the Ethiopian market yet,

therefore there is a lack of understanding of it as a market demand. Secondly, Ethiopian

producers do not have the knowledge or the capacity to comply with existing global pri-

vate standards. Thirdly, these global private standards have been developed by firms and

organizations in Europe or North America, and they are focused on customers’ demands

and buying firms’ perceptions rather than on the real problems of Ethiopian producers.

The existence of this dissonance had previously been observed in the same sector in a

neighboring country, Kenya: “when the MPS code of practice for cut flower production

was introduced in Kenya, its criteria on energy consumption and chemical usage reflected

best practice for the Dutch flower industry and not that of the Kenyan industry, where

artificial lighting is not an issue and pesticide concerns are very different because growing

takes place at a higher altitude” (Blowfield, 2000).

In Case study C, coffee smallholders experience dissonance in two dimensions: quality

and sustainability. Opacity has been the norm in global coffee supply chains, generating a

lack of awareness about end market quality and sustainability expectations in producing

countries. In addition, coffee smallholders usually have a poor understanding of what a

quality product is. On the one hand, Tanzanian coffee farmers do not even drink coffee.

On the other hand, valuable organoleptic characteristics in the specialty coffee industry

might be different than those in the mainstream industry. Having at least a basic knowl-

edge about tasting and evaluation is needed, in order to better understand the demanding

requirements of the end market.

Example	  of	  “cogni6ve	  dissonance”	  in	  rela6on	  to	  quality

The author a]ended a training workshop organized by a connecHve business in the village of Isuto, in
the Mbeya region in Tanzania. The workshop was intended to teach them, through experiencing the
disgusHng	  taste	  of	  moldy	  coffee,	  why	  proper	  coffee	  processing	  and	  drying	  was	  important.	  

Coffee smallholders were invited to try two different cups of coffee. One of the cups had been
elaborated with moldy coffee beans, the other one was a perfect cup of high quality, properly processed
coffee. When the farmers were asked which cup of coffee was good, all of them chose the moldy coffee
one.	  

Table 17: Example of “cognitive dissonance” in the specialty coffee supply chain. Source:
Author’s own.
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In conclusion, compliance with end market requirements related to quality and sustain-

ability may be difficult for developing country entrepreneurs, due to a lack of under-

standing of the requirements (usually imposed by buying companies, and based on end

customers perceptions and demands in developed countries), a lack of capacity or ability,

a lack of understanding of the market demand and opportunities, or a combination of

them.

6.3.4. Supplier capability

Vulnerable suppliers need two types of capabilities to have a successful business: the ca-

pability to cultivate and process a product in the adequate quantity and quality, and the

capability to sell it at a reasonable price with low transaction costs. However, vulnerable

suppliers face productivity and transactional constraints that hinder their capabilities. 

Smallholder farmers in Case studies A and C face similar productivity constraints, namely

difficult access to high quality affordable inputs, lack of access to financial resources,

poor agricultural techniques and scarce productive and preservation technologies. Re-

garding transactions, smallholders face market access constraints (physical and informa-

tional), market power constraints and market security constraints due to high fluctuation

of prices. It is interesting to observe how the constraints faced by smallholders in differ-

ent countries (Senegal and Tanzania) and sectors (vegetables and coffee) are similar. 

Another interesting finding is related to the transactional constraints faced by medium-

sized enterprises, specifically those in the cut flower industry in Ethiopia. They find diffi-

culties in accessing global markets, as well as securing their position and negotiating with

more powerful buyers.

For further details, see sections “The output” in the case study descriptions in Chapter 5

(page 93). 

6.4. Pathways for the incorporation of the poor

as suppliers
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In the previous section, the challenges faced by companies wishing to engage with the

poor as suppliers were highlighted, namely high transaction costs, low codifiability of in-

formation, high cognitive dissonance and low supplier capability. This section describes

the pathways that might be followed by companies wanting to improve the inclusivity of

supply chains in which the poor are or might potentially be incorporated. Three of these

pathways were identified in the literature review: supply chain collaboration, supplier de-

velopment, and non-traditional partners. The last one emerged as a pathway after analyz-

ing the case studies: private standards. The modification of the pathways in the concep-

tual framework is depicted in Figure 39.

Figure 39: Evolution of section “Pathways” in the conceptual framework. Source: Author’s own.

6.4.1. Supply chain collaboration

Buying companies in inclusive supply chains tend to collaborate with suppliers and other

actors in the chain in order to improve the functioning of the chain and overcome the

challenges analyzed in Section 6.3 (page 177).

- 182 -



Supply chain collaboration is found in Case studies B and C. Case study A outlines the

potential of supply chain collaboration for restructuring and streamlining a local informal

supply chain, but only scattered examples of collaboration are observed.

Supply chain actors in Case studies B and C are highly dependent on each other, sup-

porting the widespread idea that globalized markets are transforming the way businesses

compete, switching from the classical competition among firms to a competition among

supply chains (Antai, 2011).

In Case study B, European cut flower importers recognize their need of a reliable and

sustainable set of suppliers in low-cost and politically stable producing countries. On the

other hand, Ethiopian producers acknowledge their preference for buyers that connect

them better and more directly with end markets and are transparent about the kind of

products that consumers demand. 

In Case study C, the success of coffee buying companies depends on the capacity of cof-

fee farmers and processors to create high-quality coffee, and coffee farmers depend on

the capacity of buying companies to sell and differentiate their coffee in the specialty cof-

fee market segment.

In both case studies (B and C), buyers and suppliers of global supply chains realize that

vertical collaboration might be convenient, therefore they seek to build long term and

mutually beneficial relationships. However, supply chain collaboration has proven to be

difficult to implement, fundamentally due to a lack of trust and missing communication

among trading partners.

In order to establish a collaborative relationship, there need to be a common and shared

goal. In Case study B, the goal is to improve the performance and sustainability of the

Ethiopian cut flower sector. In Case study C the goal is to produce high-quality coffee

that can be sold in the specialty coffee market segment. Demonstrating the existence of a

vested interested from all parties to improve the quality and/or the sustainability of the

product and seize market opportunities reinforces the idea that partners share a common

goal and depend on one another.

The existence of a common and shared goal is a first step, but there is a series of ele-

ments that can make the supply chain collaboration succeed or fail. These elements are
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trust, mutuality, information exchange, communication and understanding, and openness

and honesty (Barratt, 2004).

Trust

Signs of mistrust are found in both case studies. Some buyers use their greater power and

market knowledge to negotiate predatory prices. On the other hand, suppliers may

breach agreements when they find a better deal. Vulnerable suppliers tend to mistrust

powerful buyers and vice versa.

Nevertheless, most of the interviewees agree that the key for creating strong partnerships

is trust, and trust is built over time through communication and shared activities.

Mutuality

Sharing benefits and risks fosters trust and improves collaboration. 

In Case study B, it is actually the emergence of a risk that might affect the whole sector

(the scandal related to unsustainable practices in the Ethiopian cut flower industry) which

triggers supply chain collaboration  to create a private standard. 

In Case study C, sharing benefits and risks is key for building direct trade relationships.

Direct trade is based on transparency about prices in the end market and the distribution

of value throughout the chain. Therefore, both buyers and suppliers are informed of

what is happening in the market and how much value each actor in the chain is captur-

ing. This transparency allows reaching agreements in which benefits and risks are better

understood and shared.

In both cases, ensuring transparency (through compliance with a private standard or

through a direct trade model) allows partners to share unexpected risks and also gains,

promoting healthier business relationships. Only with long-term partnerships can

producers as well as retailers control risks related to availability, quality, sustainability and

pricing.

Information exchange

As aforementioned, collaboration facilitates the flow of information from downstream to

upstream the chain and vice versa. When a partnership is built, there is theoretically no

need of hiding information anymore, because of mutuality (risks and benefits are shared).
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Therefore, it is in each actor’s own interest to inform his partners about opportunities,

challenges, product characteristics, etc. Ideally, they would be competing among supply

chains rather than among firms. However, this is usually jeopardized by mistrust.

It’s worth noticing how the “information decoupling point” in Case study C changes

from being at the roasters (right next to the end market) to reach the farmers. Trans-

parency and information exchange in this case is greatly improved thanks to supply chain

collaboration.

Communication and understanding

Due to the significant knowledge, geographical and cultural gaps existing between buying

companies and vulnerable suppliers, in both case studies the existence of an intermediary

that narrows these gaps is crucial. In order to open lines of communication between

roasters and smallholders, connective business in Case study C establish offices in devel-

oping countries and travel to remote rural areas regularly to talk to coffee farmers. In

Case study B, EHPEA, an industry association, represents Ethiopian cut flower firms

and has developed the capabilities to become an interface organization between foreign

buyers and local suppliers. This organization is able to “translate” buyers’ needs to sup-

pliers, and vice versa.

Better and continuous communication as well as joint activities lead to the creation of a

shared understanding among organizations and individuals that facilitates collaboration

and commitment (van der Heijden, Driessen, & Cramer, 2010). This process is called

sensemaking. Sensemaking takes place when people are not able to use their normal rou-

tines and need to create new meaning to cope with reality. This usually happens when

formal companies begin to work with vulnerable suppliers in developing countries. To

advance through the sensemaking process belief-driven and action-driven interactions

emerge (van der Heijden et al., 2010). Belief-driven initiatives consist on sharing ideas

and opinions with others, building a common understanding through communication.

Action-driven initiatives consist on engaging in collective actions in order to create a

shared meaning, such as creating a code of conduct (Case study B) or carrying out coffee

tasting (Case study C). 

Openness and honesty
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Openness and honesty when dealing with sensitive issues such as fluctuation of market

prices or problems with the supply (lead times, quality, etc.) is vital to build and keep

trust. 

In conclusion, interviewees in Case studies B and C recognize that close supply chain

collaboration implies a better understanding of the opportunities and risks being faced by

other actors in the chain, facilitates the establishment of common goals, makes the sup-

ply chain to work more efficiently and improves risk management.

Transactions costs are reduced because collaboration softens bargaining costs. Cognitive

dissonance is also reduced due to the need to build a common understanding (sense-

making) to make the collaboration possible.

6.4.2. Supplier development

Businesses willing to improve inclusiveness of supply chains might choose to support

supplier development. Active assistance to suppliers in developing countries is needed to

create supporting conditions for them to make the necessary changes and investments to

upgrade, including both financial and technical resources. 

Businesses that choose to support vulnerable suppliers in their supply chain usually do so

because they are critical suppliers. A supplier is critical for a buying company when its

business might be exposed to risks as a result of suppliers’ failures. If a vulnerable suppli-

er is critical for a buying company, the risks of the transaction increase, and the buying

company might react by supporting that supplier’s development. This is the case of

Dutch cut flower importers supporting Ethiopian producers in Case study B, and the

case of connective businesses supporting coffee smallholders in Case study C. Other

companies just support vulnerable suppliers because that is their reason for being, such is

the case of Manobi with vegetable smallholders in Case study A.

There are two main ways for companies to support the development of vulnerable sup-

pliers: (1) facilitate or provide access to services and (2) improve market linkages. 

(1) Access to services

Vulnerable suppliers usually lack access to services such as finance, market information,

and best practices that could improve quality, yields, food safety and environmental per-
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formance (Vorley et al., 2009). Businesses in the case studies of this thesis provide or fa-

cilitate access to different kinds of services, related to: quality inputs, reliable information,

proper processing of products, training and financial credit.

Access to quality inputs

Suppliers of the three case studies experience problems for getting access to quality and

affordable inputs. In Case studies A and C, the problem is related with the availability,

quality and price of basic agricultural inputs in rural areas of developing countries. In

Case study B, the producers depend on imports from developed countries, more specifi-

cally the Netherlands and Israel, which are the main providers of agricultural inputs and

technology related to flower production. 

Despite the existence of these obvious constraints, only one connective businesses in

Case study C is directly involved in providing access to inputs, essentially by buying large

quantities of agricultural inputs and reselling them – with zero profit – to its partnering

farmers.

Vulnerable suppliers in Case studies A and B take the lead and associate in order to con-

solidate demand and buy inputs at a lower price. 

Information services 

Vulnerable suppliers need access to up-to-date information about market demand (cur-

rent situation and trends) and agricultural variables (weather forecasts, plagues, etc.). 

In all three case studies, vulnerable suppliers get access to relevant information through

the focal organization. 

In Case study A, Manobi set out a market information service consisting of a database

fed daily by market pollsters and a diffusion mechanism through mobile phone technolo-

gy. Manobi is also considering to provide agricultural information via SMS, such as pest

alerts, weather forecasts, calculation of yields, agricultural techniques, best practices, etc. 

In Case study B, EHPEA provides both market information and agricultural information

to its associates. 
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In Case study C, the connective businesses share end-market information with their sup-

pliers and also translate these market requirements – in terms of quality and other addi-

tional attributes – to facilitate farmers’ understanding.

Processing services

Only businesses in Case study C facilitate the access to services related to processing.

Coffee cherries need to be processed within hours from the moment they are picked. In

order to ease this constraint, some connective businesses provide support and/or credit

to groups of farmers to build and operate small wet mills near their farms, in which they

can first process their coffee from cherry to parchment. Smallholder farmers in tradition-

al coffee growing areas can greatly improve the quality of their product with an adequate

processing equipment. 

Training

Training is a fundamental axis in Case studies B and C. 

In Case study B, during the phase of diffusion and implementation of the code of prac-

tice, the assistance of a specialized training team entail an important knowledge transfer

in managerial, organizational and technical terms. Representatives of the Ethiopian flori-

culture businesses acknowledge an improvement of managerial and operational capabili-

ties in the sector.

In Case study C, coffee farmers face producing and processing challenges everyday, so

connective businesses organize training workshops aimed to improve farmers’ knowl-

edge and skills related to agronomic practices, processing and management practices and

quality management. They also receive training on quality assessment (coffee tasting and

evaluation) in order to better understand the demanding requirements of the specialty

coffee segment, fostering sensemaking (see example in Table 17 in page 180). This ca-

pacity building workshops are expected to have an impact on the quality and quantity of

the coffee produced.

Access to financial credit

Connective businesses in Case study C provide or facilitate access to financial credit. CB2

provides pre-harvest financial credit and it discounts that amount from the payment of
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the coffee after the harvest. CB1 intermediates between coffee farmers and local banks,

and encourage farmer’s to present the purchase contracts as a bank guarantee.

Manobi, in Case study A, is considering the possibility of partnering with a Senegalese

bank to facilitate the provision of micro-credits to local producers at the beginning of

each season. 

The access to the aforementioned services (which facilitate access to quality inputs, reli-

able information, proper processing, training and financial credit) improves suppliers’

capabilities.

(2) Market linkages

Stable market linkages are built over communication, commitment and trust. This is why

buying companies usually choose large-scale suppliers who can communicate easily with

them and guarantee a reliable supply (in time and quality). Therefore, collaborative sup-

ply chains are generally built around a small number of large-scale preferred suppliers

(Vorley et al., 2009). Working in close collaboration with vulnerable suppliers is more

challenging, and new strategies and actors are required for inclusive supply chains to

work well.

Case study A shows how small farmers producing vegetables face many challenges to ac-

cess the market in fair and stable conditions. Manobi believes that increased transparency

(of information and distribution of value) as well as collaboration (sharing benefits and

risks) throughout the chain might improve the performance of the supply chain and ben-

efit all actors in the long term. Manobi is set to play the role of service provider and en-

abler of collaboration in the local vegetable supply chain.

Case study B explains how the unsustainable practices in the Ethiopian cut flower sector

might put existing market linkages at risk. EHPEA, the industry association, jointly with

foreign buyers and investors, take measures to improve sustainability and maintain or

even improve the Ethiopian cut flower industry’s competitive position. Companies in the

buying side are willing to provide help, but the role of EHPEA is crucial. EHPEA knows

well the local context and acts as an intermediary between actors upstream and down-

stream the chain. 
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Case study C presents a new business model linking roasters with coffee smallholders in

the specialty coffee industry. In this high-end market segment, quality and reliability of

supply is essential for roasters. Therefore, in order to introduce smallholder farmers as

suppliers of specialty coffee, expert intermediaries are needed: the so-called connective

businesses. These connective businesses propose innovative business models in order to

make sourcing from smallholders at least as attractive as sourcing from large scale farms. 

6.4.3. Non-traditional partners

In all three case studies, collaboration among actors from different sectors was present.

Private companies, industry organizations, public sector organizations, NGOs and small

farmers work together in order to achieve a common goal: create and/or improve inclu-

sive supply chains. This unusual collaborations seek to resolve the problems and chal-

lenges of inclusive supply chains by combining the capacities, resources, expertise and

perspectives of every actor. Each actor has differentiated organizational and technologi-

cal capacities, as well as knowledge that might be crucial for achieving workable

solutions.

However, cross-sector collaborations or partnerships are not without risk. Difficulties

have been observed in leading and managing initiatives in which organizations of very

different nature participate. Creating and maintaining cross-sector partnerships requires a

considerable effort in terms of imagination, flexibility and alignment, as well as medium

to longer horizons. In all the case studies of this thesis, the complexity of partnerships

can be observed. But it is also shown how they put together the capacities of each actor

and have multiplying effects in terms of learning and innovation. 

EHPEA, in Case study B, creates a cross-sector collaboration environment that facili-

tates communication and knowledge transfer between the Ethiopian cut flower sector,

Dutch buying companies, the Ethiopian government and civil society.

Focal organizations in Cases A and C present a certain social orientation and they are

willing to realize contributions to poverty alleviation. They have created innovative busi-

ness models oriented to facilitate smallholder farmers’ access to the market, through the

provision of services and improved market linkages. But they are not doing it alone, they

collaborate closely with other businesses, local governments, NGOs and development
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agencies in order to multiply their impact. They are able to do so because their interests

are aligned: strengthening smallholders’ competitive position. The motivations behind

this goal are nonetheless different: NGO and development agencies have poverty allevia-

tion as their main mission, buying companies consider crucial to count on a reliable sup-

ply base, governments wish to foster rural development in their country, etc.

Manobi, in Case study A, does not have the required expertise or capacity to provide the

wide variety of professional services needed to streamline the Senegalese vegetable sup-

ply chain. Therefore, it seeks to constitute a partnership with public and private entities

from different specializations and business areas that may contribute to make viable and

accessible an integral solution of services for smallholder farmers in Senegal. 

Connective businesses, in Case study C, usually rely on NGOs and civil society organiza-

tions to find new suppliers in remote rural areas of Tanzania. NGOs have been working

for years to improve the quality and productivity of coffee farms in order to ameliorate

smallholder farmers’ livelihoods. However their biggest challenge is how to connect

smallholders to the market in beneficial terms. The collaboration allows connective busi-

nesses to find new interesting suppliers and NGOs get a reliable access to a differentiat-

ed market segment for the beneficiaries of their farm upgrading projects.

What	  is	  the	  differen6al	  contribu6on	  of	  each	  actor	  to	  create	  more	  inclusive	  supply	  chains?

Government agencies create adequate environments for the development of the economic and social
fabric in rural communiHes, take measures to encourage private investments and regulate in order to
guarantee a sustainable and inclusive development. They can also promote certain iniHaHves by providing
financial	  support,	  tax	  exempHons,	  etc.

Civil society organiza'ons focus on supporHng the most vulnerable producers by strengthening their
capabiliHes through training and targeted investments in producHve resources. They also work on creaHng
and empowering farmers’ cooperaHves and associaHons in order to improve their usually weak posiHon in
market	  negoHaHon.	  

Businesses have the key to market access. They know very well the rules and challenges of the markets and
treat the poor as entrepreneurs who supply them the products or services they need. Companies are the
best actors for providing improved market linkages to vulnerable suppliers and transfer relevant market
and	  business	  knowledge.

Table 18: Contributions of actors from different sectors to inclusive supply chains. Source:
Author’s own.

The interviews revealed that the various actors involved in inclusive supply chain initia-

tives consider cross-sector collaboration a fundamental tool for achieving both business
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and development objectives. Cross-sector partnerships rely on dialogue and mutual un-

derstanding, reducing cognitive dissonance. They also serve to reduce transaction costs,

since synergies among organizations allow a more efficient use of resources.

6.4.4. Private standards

Private standards might be considered a pathway in itself because they allow companies

to operate inclusive supply chains in a hands-off way. Inclusivity may depend on the way

the standard is chosen or defined and the mechanisms that accompany this standard in

order to allow the most vulnerable suppliers to access the supply chain (for example, by

using it in combination with any of the other pathways).

Private standards are rarely used in local markets in developing countries, but in global

markets they are increasingly relevant and used as a mechanism of control and

transparency. 

In Case study B, product and process specifications are codified through a private

standard specifically developed for the Ethiopian cut flower sector. The development

and implementation of this standard was triggered by risks related to sustainability, nev-

ertheless buying companies took the opportunity to codify other information related to

proper farm management with the aim of improving the overall performance of their

suppliers. 

In Case study C, buying companies use existing private standards. For the sake of sus-

tainability, they use certifications such as Organic, Fairtrade, Rainforest Alliance and

UTZ Certified. Regarding quality, they rely on the Q-grading system. These certifications

are useful for differentiating a product in the end market as a “credence good” (Reardon

et al., 2000) and for governing the supply chain in a hands-off way. But standards alone

do not essentially challenge the way commodity supply chains work.

The use of private standards in inclusive supply chains is driven by consumer demand in

developed countries and the need for enhanced institutional capacity. Consumer demand

for sustainability has impelled retailers to sell sustainable products, which are certified as

such. For example, growing demand for sustainable coffee has led big buyers (such as

Nestlé, Starbucks and Unilever) to publicly commit to buy greater quantities of sustain-
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able coffee (COSA, 2013). This led to the rapid expansion of sustainability certifications

and labels in the coffee producing regions.

The use of private standards is also an instrument to enhance institutional capacity, facili-

tating supply chain governance. Usually private standards include tracking mechanisms

and other control systems implemented by certifying bodies. Therefore, companies are

able to improve the chain-of-custody of their supplies by externalizing control and

evaluation. 

However, private standards represent a series of challenges when used in inclusive supply

chains. Since the cost of achieving and maintaining compliance with the standard is usu-

ally borne by the producers, it could lead to the marginalization of the most vulnerable

suppliers: smallholders and small and medium enterprises in developing countries. These

vulnerable suppliers face important challenges to comply with standards, and require

support from buying companies or other actors in order to overcome this barrier of en-

try. Vulnerable producers in Case studies B and C receive this kind of support.

Another challenge is related to the proliferation of private standards3. The growing varie-

ty of codes of conduct, standards, certifications and labels create confusion among

producers, especially in developing countries. Some initiatives are trying to harmonize4

the myriad of private standards, since they often duplicate each other and create ineffi-

ciencies in the system. But the majority of private standards are not design to interact

with other governance systems (Steering Committee of the State-of-Knowledge Assess-

ment of Standards and Certification, 2012). The evidence suggests a potential for greater

impact when synergies among different private standards and regulatory systems is con-

sidered at the design stage, as is the case in Case study B.

Private standards may fill regulatory gaps when governments are not willing or able to

regulate. Nevertheless, the relationship between the public domain and private standards

should be complementary and not a substituting one (von Hagen & Alvarez, 2011). Case

3. Ecolabel Index shows a steady growth in the number of voluntary standards and labelling iniHaHves for the
last	  15	  years.	  At	  the	  end	  of	  2011,	  425	  labels	  in	  246	  countries	  and	  25	  industrial	  sectors.

4. ISEAL Alliance is a network of leading standards systems seeking greater cooperaHon, mutual learning, and
recogniHon	  for	  cerHficaHon	  based	  on	  agreed	  core	  set	  of	  operaHng	  principles.
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study B shows how a private standard may become a government regulation (see page

136).

The existence of adequate incentives is crucial for the standard implementation process

to be successful. A disconnection between farmers’ priorities and private standard re-

quirements is usually found. Producers complain about these imposed requirements,

claiming that they should be adapted to the context of each country5. Case study B is an

example of integration of global requirements in a private standard that is fully adapted

to the inherent capacities of a particular sector in a developing country. 

Another problem is that, at times, the market signal sent by consumers who pay a higher

price for sustainable or high quality products is not transmitted to producers. It needs to

be further understood how the premiums for sustainable and high quality products are

distributed along the chain. Connective businesses in Case study C are aware of this

problem, and they take good care in linking price premiums to higher quality coffee in

order to incentivize proper production and processing (see point 4 in page 159).

Private standards can be considered an instrument to achieve sustainability and quality in

supply chains. They bring rapid change in production practices when market-leading

companies enforce them, but they can work as an exclusion mechanism for the most vul-

nerable suppliers: smallholders and SMEs in developing countries. Comparison and

learning among different private standards should be encouraged, and they should be de-

signed to interact with other governance systems. They may also be a complement to

government regulations. For private standards to be useful in creating and managing in-

clusive supply chains a balance between global scope and adaptation to local conditions

should be achieved, clear and visible incentives for suppliers should exist, and certain

support should be provided for vulnerable suppliers to be able to comply with the re-

quirements. Standards allow to codify information and improve the communication of

specifications related to product and processes. If the process of development of the pri-

vate standard is participatory and includes a wide variety of stakeholders, it could be con-

5. “Furthermore, the majority of codes of pracHce have been developed in Europe or North America [...]. Thus,
when the MPS code of pracHce for cut flower producHon was introduced in Kenya, its criteria on energy
consumpHon and chemical usage reflected best pracHce for the Dutch flower industry and not that of the
Kenyan industry, where arHficial lighHng is not an issue and pesHcide concerns are very different because
growing	  takes	  place	  at	  a	  higher	  alHtude.”	  (Blowfield	  2000)
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sidered a sensemaking process, helping to reduce cognitive dissonance among the differ-

ent actors involved.

6.5. The conceptual framework refined

Empirical findings emerging from the case studies have served to validate the conceptual

framework proposed in Section 3.3 (page 67). Learnings from the case studies have also

helped to refine this framework and get to the version 2.0, depicted in Figure 40. The

main changes from version 1.0 are related to the section “Motivations” (see Figure 38 in

page 174) and the section “Pathways” (see Figure 39 in page 182). Apart from the afore-

mentioned modifications, the box “ISC enablers” has been added in the centre of the

framework, which indicates its relevance. “ISC enablers” means “inclusive supply chain

enablers” and refers to the intermediary organizations that make possible and improve

the operation of inclusive supply chains.

Figure 40: The conceptual framework for inclusive supply chains. Version 2.0. Source: Author’s
own.

The poor can be incorporated in supply chains as suppliers of products or labor. Their

inclusion involves opportunities for a more stable income, but also risks related to

production hazards and changeable marketing channels. 

Some businesses are motivated to improve vulnerable suppliers’ access to supply chains

in fair and beneficial conditions. This motivation is triggered by business opportunities,

by risk management needs and, in occasions, by the social mission of the company.
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But companies that commit to improve the inclusiveness of supply chains face important

challenges. Working with vulnerable suppliers in developing countries usually implies

high transaction costs, low supplier capability, and difficult communication due to cogni-

tive dissonance and limited codifiability of information. 

This thesis proposes a series of pathways that might be followed by businesses willing to

work with vulnerable suppliers. These pathways are: fostering supply chain collaboration,

encouraging supplier development, working with non-traditional partners and imple-

menting private standards. Curiously enough, in the case studies, initiatives related to

each one of these pathways rely on intermediaries, that we have denominated “ISC en-

ablers”. The role played by ISC enablers is essential to achieve inclusive supply chains.

In the case studies, the ISC enablers are the focal organizations: Manobi, EHPEA and

the three connective businesses. And all of them have some things in common:

- They carry out a social mission with a business mindset.

- They possess an ample and deep knowledge of the local context in developing coun-

tries and they understand suppliers’ problems.

- They possess an ample and deep knowledge of the global context and they understand

buyers’ needs.

- They are able to innovate and adapt.

- They facilitate communication and alignment of objectives among actors with different

cultures and perspectives.

- They are locally rooted and globally interconnected.

ISC enablers are able to address the challenges identified in the conceptual framework.

They work to improve communication and help actors to understand each other, reduc-

ing cognitive dissonance. They find and connect buyers and suppliers and streamline

market linkages, reducing transaction costs. They identify suppliers’ shortfalls and pro-

vide or facilitate supplier development services. Finally, they can mediate in the imple-

mentation, development or adaptation of private standards, since they know the local

and the global context.
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ISC enablers build bridges between suppliers, buyers and other relevant stakeholders.

They improve market linkages by improving frequency and quality of communication,

fostering transparency, training and supervising suppliers to achieve a consistent supply,

consolidating volumes, etc. Intermediaries know very well the market, connect the supply

side and the demand side efficiently, provide transparency and improve communication

rather than making transactions opaque. They are the true facilitators of inclusive supply

chains.

6.6. Chapter conclusion

In the previous pages, it was argued how the empirical findings that emerge from the

case studies validate the conceptual framework. These findings also allowed the author to

refine the framework, and in Section 6.5 it was presented the version 2.0 of the concep-

tual framework for inclusive supply chains (Figure 40 in page 195)

From this second analysis, we can conclude that inclusive supply chains are different

from traditional supply chains. They are essentially more transparent because fluid com-

munication is required to reduce cognitive dissonance and higher vertical integration is

needed in order to reduce transaction costs.

The framework depicts the motivations of businesses willing to work with vulnerable

suppliers and the challenges they face. Four pathways are proposed to create and im-

prove inclusive supply chains. These pathways are not mutually exclusive. On the con-

trary, they are complementary and they are often found together in the case studies.

The key element to build inclusive supply chains is “ISC enablers”. The role of these ac-

tors is to facilitate effective and efficient linkages between vulnerable producers and buy-

ing companies. They should have a deep knowledge of the context where the vulnerable

suppliers operate. They should as well be informed about the market demands and be fa-

miliar with supply chain management risks and opportunities in both developing coun-

tries and on the global scene. 

Clear and shared incentives need to exist in order to align the objectives of the actors in-

volved in inclusive supply chains, specially those of vulnerable suppliers. Vulnerable sup-
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pliers usually have a limited view of the supply chain and the end market, therefore they

need incentives clearly linked to product characteristics that are valued in the end market.

This will foster their upgrading and improve their opportunities for generating and cap-

turing value.
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CHAPTER 7

 CONCLUSIONS, ORIGINAL
CONTRIBUTIONS AND FURTHER

RESEARCH



This final chapter outlines the original empirical and theoretical contributions of this the-

sis. It also provides a summary of the answers to the research questions presented in

Chapter 1 (page 8). Following this, there is a discussion of the implications of this re-

search for businesses and development actors, the limitations of the study and recom-

mendations for future research in this area.

7.1. Original contributions of this thesis

More than 1.2 billion people live in extreme poverty today, and it is estimated that three

quarters of them live in rural areas and their livelihoods rely on agriculture. The interna-

tional development community have dedicated ample research and practical efforts to

reduce the productivity and market access constraints faced by vulnerable producers in

least developed countries (LDC), in order to reduce rural poverty through local econom-

ic development. 

Nowadays, with CSR gaining importance in the business agenda and BoP research dis-

playing cases of companies working with the poor, the private sector is beginning to be

considered a key player in the creation of inclusive markets and supply chains. But re-

search on this area is still scarce and many companies wonder which are the opportuni-

ties and challenges, as well as the actions that could be undertaken, to promote the inclu-

sion of vulnerable producers from LDC in local and global markets. 

This thesis has sought to shed some light on the role of businesses in the creation of in-

clusive supply chains by carrying out a cross-disciplinary literature review and by analyz-

ing the work of companies that are facilitating the incorporation of the poor as suppliers

in three African countries. In doing so, this thesis presents a series of theoretical and em-

pirical contributions.

The main theoretical contributions are presented in Chapter 3. When dealing with supply

chain research, many authors have stressed the need of dedicating more research endeav-

ors to the social dimension of sustainability. Therefore, a first theoretical contribution of

this thesis is a literature review on social sustainability of supply chains and a framework

that summarizes the main findings (Section 3.1). Since poverty is a social issue, which has
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become increasingly relevant with the globalization of productive systems, this literature

review led to the identification of relevant academic papers connecting poverty and sup-

ply chains. And the emerging framework for understanding social sustainability of supply

chains set the path to delve into the study of inclusive supply chains.

Inclusive supply chains were explored through contributions from the GVC, BoP and

SSCM fields (Section 3.2). These fields study inclusive supply chains from different per-

spectives, providing valuable and complementary insights into the subject, however they

have been rarely considered together. Based on the aforementioned contributions, a

framework was proposed (Section 3.3) for understanding companies’ motivations, chal-

lenges and pathways related to the incorporation of the poor as suppliers in supply

chains. This framework, which can be considered the second theoretical contribution of

this thesis, builds a conceptual bridge between development studies and business man-

agement research. 

The empirical contributions of this thesis are many and varied. Three in-depth case stud-

ies are described and analyzed (Chapter 5), showing polar types of inclusive supply

chains. These cases extend the still scarce empirical research base about African coun-

tries. These cases allow to understand inclusive supply chains from a developing country

perspective and give voice to SMEs and smallholders operating in these countries. The

case studies fed the conceptual framework about inclusive supply chains and helped to

validate it (Chapter 6), but they also provided specific contributions on their own.

Case study A (Section 5.1) analyzed the dynamics of a local supply chain in a developing

country. An issue that is greatly under researched, despite the fact that most vulnerable

smallholder farmers are still dependent on local markets for their livelihoods.

Case study B (Section 5.2) described the process of development and implementation of

a country- and sector-adapted private standard in a developing country, which moreover

has evolved to become part of the national legislation and has been assimilated to an in-

ternational standard.

Case study C (Section 5.3) analyzed the evolution of a certain segment of a commodity

market towards differentiation (the so-called decommoditization process) and how vul-

nerable suppliers in developing countries can benefit from it.
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Despite their dissimilarities, common patterns emerge from the case studies regarding

the motivations (Section 6.2), the challenges (Section 6.3) and the pathways (Section 6.4)

that shape businesses’ decisions when building and managing inclusive supply chains.

These common patterns provided an empirical bases to validate and refine the conceptu-

al framework (Section 6.5). This conceptual framework is the most significant contribu-

tion to research and practice made by this thesis.

7.2. Answering the research questions

The general research question driving this thesis was: “How can businesses facilitate the

sustainable inclusion of vulnerable producers from LDC into supply chains?”. This ques-

tion was broken down into three specific questions regarding the motivations driving

companies to engage with vulnerable producers, the challenges they face and pathways or

strategies they choose. These questions have been answered through the conceptual

framework proposed in Chapter 6 (see Figure 40 in page 195), which builds on the theo-

retical findings from Chapter 3 and the empirical contributions from Chapters 5 and 6.

Down below, a concise summary of the answer to each question is presented.

RQ1. Why are companies proactively engaging with vulnerable producers
from LDC in supply chains?

Agri-food supply chains operating in developing countries or sourcing from them usually

encompass the poor as suppliers of products or labor. The incorporation of the poor as

suppliers presents opportunities to improve their livelihoods but certain factors can jeop-

ardize the potential gains. 

Some companies are working to improve the competitive position of vulnerable produc-

ers in LDC by reducing the existing market and productive constraints and improving

their capabilities. In this thesis, the author has explored the motivations driving business-

es to facilitate vulnerable producers’ access to the markets in fair and beneficial

conditions.
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Theoretical and empirical findings have revealed three main motivational factors: new

business opportunities, risk management needs and/or a social mission.

Business opportunities are related to the growing demand for sustainable products in

end markets, the specialized products and services only vulnerable suppliers can provide,

and the emergence of innovative business models.

Working with vulnerable suppliers in LDC creates opportunities, but also exacerbates

certain risks, namely sustainability scandals and supply failures. The existence of these

risks drives companies to collaborate with suppliers - in order to reduce or eliminate the

risks - or to abandon the relationship. In all the case studies presented in these thesis, the

existence of risks was a driver for closer collaboration. 

Finally, a social mission was found to be a strong motivator for businesses to engage

with the poor. This social mission builds on ethical convictions but also on market dif-

ferentiation strategies.

RQ2. Which are the challenges to overcome in order to achieve the sustain-
able inclusion of vulnerable producers from LDC in supply chains?

Once a company has decided to engage with vulnerable suppliers several challenges may

arise, hampering the business relationship. Four main challenges have been identified

throughout this study: high transaction costs, high cognitive dissonance, low supplier ca-

pability and low codifiability of information.

First, transaction costs are generally high in inclusive supply chains due to geographical,

communication and knowledge barriers between buyers and rural producers in develop-

ing countries. Geographical dispersion of farms and poor infrastructures in rural areas

make it difficult and costly to find the right suppliers, to maintain fluid communication

with them and to transport their products to the markets. Price negotiation is difficult

due to informational barriers and high fluctuation of end markets. Monitoring costs also

exist, since monitoring mechanisms need to be implemented in order to minimize the

risks of supply failure.

Second, cognitive dissonance between lead companies and vulnerable producers is

commonly found, due to cultural differences, dissimilar perceptions and different levels
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of implicit knowledge. This problem is specially remarkable when suppliers are expected

to meet requirements that do not yet apply to their domestic markets.

Third, vulnerable suppliers present different levels of capacity, but they often lack ac-

cess to basic resources and services, as well as essential business and market information,

which reduces their capacity for being productive and competitive in the market. 

Fourth, information is difficult to codify since suppliers may not have the capability to

understand codified messages, and end market requirements are not easily understood

due to the existence of cognitive dissonance.

These challenges are often underestimated by companies working with the BoP, leading

to the failure of many initiatives. The challenges should be clearly addressed and over-

come for the inclusion to be beneficial for both companies and vulnerable producers.

Cost-effective inclusive supply chains are the only ones that will be sustainable over time.

RQ3. How are companies proceeding to improve the inclusivity of supply
chains?

This thesis describes four pathways that are followed by companies in order to create

and manage inclusive supply chains. They were identified in the literature review, and val-

idated and further explained by the empirical findings. The pathways are: supply chain

collaboration, supplier development, non-traditional partners and private standards. It is

important to notice that these pathways are not exclusive but complementary, and com-

binations of them are not rare.

Supply chain collaboration refers to the cooperation among actors that are part of the

same supply chain. It involves long-term business relationships between independent

organizations, close cooperation, common goals and shared benefits and risks. However,

supply chain collaboration has proven to be difficult to implement, fundamentally due to

a lack of trust and missing communication among trading partners.

Empirical findings show how vulnerable suppliers tend to mistrust powerful buyers and

vice versa. But trust can be built over time through continuous communication and joint

activities that will improve transparency and create a shared understanding of operations,

opportunities and risks. 
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Another pathway is supplier development. It involves providing active assistance to

vulnerable suppliers so they can improve their competitive position and the overall sus-

tainability of their businesses. Companies tend to invest in developing suppliers’ capabili-

ties when they are exposed to risks as a result of suppliers’ failures or when a big gap ex-

ists between product/process requirements and capabilities of producers. However, it is

worth noticing that vulnerable suppliers need to have clear incentives in order to get in-

volved in any upgrading process.

There are two main ways for companies to support the development of vulnerable sup-

pliers. First, facilitating access to services and resources, such as quality inputs, reliable in-

formation, proper processing of products, training and financial credit. Second, im-

proving market linkages by making them more direct, transparent and stable.

Working with non-traditional partners is the third pathway. These non-traditional part-

ners are development actors (such as NGOs and aid agencies), producers’ organizations

in developing countries (such as cooperatives or industry associations) and public sector

entities in developing countries. These actors usually have a deep knowledge of the local

context and they are able to bridge the knowledge, cultural and geographical gaps be-

tween buying companies and vulnerable suppliers. They provide complementary capaci-

ties, resources, expertise and perspectives that, combined with those of businesses, en-

able the creation of inclusive supply chains.

However, creating and maintaining cross-sector partnerships requires considerable ef-

forts as well as medium to longer horizons. In all the case studies of this thesis, the com-

plexity of partnerships could be observed, but also their multiplying effects in terms of

learning and innovation.

Finally, the fourth pathway is the application of private standards. Private standards are

increasingly used as a mechanism of control and transparency in global supply chains.

They allow companies to operate supply chains in a hands-off way, since they establish

the requirements producers need to comply with. However, a private standard can be a

tool of exclusion of vulnerable suppliers, since they pose barriers of entry in terms of

costs and capabilities.

For private standards to be useful in creating and managing inclusive supply chains a bal-

ance between global scope and adaptation to local conditions should be achieved, har-

- 205 -



monization among different standards and governance systems should be encouraged,

clear and visible incentives for suppliers should exist, and certain support should be pro-

vided for vulnerable suppliers to be able to comply with the requirements.

All the pathways identified and characterized in this study consider cooperation as a key

asset. Therefore, we argue that for supply chains to become truly sustainable and inclu-

sive, they should be reconceptualized from a more cooperative and less competitive

approach. Collaboration and dialogue among supply chain partners serve to build more

transparent and fair supply chains. 

Another key learning of this thesis, that emerged from the case studies, is the essential

role of intermediaries in building and operating inclusive supply chains. These interme-

diaries are not like the traditional middlemen, which are usually depicted as selfish and

opaque. These new intermediaries, we have named them ISC enablers, build bridges be-

tween suppliers, buyers and other relevant stakeholders. ISC enablers know very well the

market but also the local context, therefore they are able to connect the supply side and

the demand side efficiently. They also provide transparency and improve communica-

tion, rather than making transactions opaque. They are the true facilitators of inclusive

supply chains.

7.3. Practical implications

This research builds on the widespread idea that rural producers can improve their liveli-

hoods when having a better access to markets, where they can sell their products and/or

their labor in fair and profitable conditions. Businesses have an important role to play if

this aim is to be achieved.

Businesses are increasingly willing to contribute to development (Section 2.3) but many

of them do not know how. This thesis focuses on the role of businesses in the creation

and operation of inclusive supply chains, providing trips and strategies for companies

willing to incorporate vulnerable producers in their supply chains. Therefore, this thesis

might be useful for companies willing to work with the BoP.
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The findings of this thesis might also be useful for traditional development actors, who

have been trying to generate local economic development through improved productivity

and market access of smallholders in rural areas of developing countries. The inclusion

of business actors in these development programs may create more stable opportunities

for vulnerable producers. Therefore, collaboration among private companies and tradi-

tional development actors might lead to a win-win situation for all the participants if they

are able to understand the complementarity of their objectives. This thesis identifies the

main motivations of businesses that are engaging with vulnerable suppliers and the main

challenges they face. These insights might me valuable for NGOs or aid agencies who

are willing to collaborate with businesses in order to explore new and innovative avenues

for fostering socio-economic development in developing countries.

7.4. Limitations of the study

A general limitation of this research is its scope, which is limited to the agri-food sector

in Sub-Saharan African countries. The agri-food sector was considered to be particularly

relevant due to the high percentage of the world’s poor that make their living in farming.

Furthermore, the case studies were carried out only in one region, Sub-Saharan Africa.

The reason was, addressing one of the gaps identified in Subsection 3.3.2, to broad the

empirical base to Africa in research related to the SSCM and the BoP fields. Therefore,

the findings of this thesis can only be generalized to businesses operating in the agri-food

sector in Sub-Saharan African countries, but their validity for other sectors and regions

remains to be verified.

The study of inclusive supply chains in other industries and regions is encouraged. They

might provide valuable complementary insights to this research. Conducting empirical

studies in other sectors and geographical areas would help to get to generalizable conclu-

sions about businesses’ motivations, challenges and pathways associated to the develop-

ment and operation of inclusive supply chains. 

A second limitation is related to the methodology chosen and the data that was consid-

ered. This study is of qualitative nature, therefore some quantitative techniques might be

applied to strengthen the validity of the findings. For example, surveys could be carried
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out in order to better understand the motivations and challenges of buying companies,

intermediaries and vulnerable suppliers in inclusive supply chains.

Finally, this thesis displays the role of private companies in developing countries in a

positive light, outlining their mutually beneficial relationships with vulnerable suppliers.

However, this thesis does not pretend to assert that all companies are sustainable or that

the incorporation of the poor to supply chains is always in beneficial terms. It just sought

to show the potential inclusive supply chains have for improving both poverty alleviation

and business performance. The author acknowledges the existence of countless cases of

exploitation and pressure exerted from big buying companies over vulnerable suppliers

in developing countries. Although the study of these cases was beyond the scope of this

research, the author encourages other researches to adopt a more critical approach and

analyze cases in which vulnerable suppliers’ opportunities are being undermined by com-

panies in their supply chains. This will contribute to extend the discussion about benefits

and risks related to the market inclusion of the poor.

7.5. Further research avenues

The main contribution of this thesis is a conceptual framework for inclusive supply

chains. A possible line of future research is to refine and extend the validity of this

framework. The study of causal relationships among the motivations, the challenges and

the pathways identified by this thesis could be carried out. Besides, the conceptual frame-

work could be applied to analyze inclusive supply chains in other sectors and regions.

A second line of future research is related to measuring the socio-economic impacts in-

clusive supply chains have, particularly, on the poor. On the one hand, this would prove

the appropriateness of this strategy for poverty alleviation; on the other hand, it would

help to identify opportunities of improvement. It is difficult and resource intensive to

measure socio-economic impacts on the rural poor in developing countries, therefore

methodological and empirical contributions are needed to advance in this area. This the-

sis made a modest contribution to this respect, by presenting several analysis of value dis-

tribution throughout supply chains. These analysis could be extended. Longitudinal stud-
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ies in order to appreciate the impact of different initiatives in the redistribution of value

would also be of interest.

A third line of future research could be the analysis of inclusion and exclusion mecha-

nisms in supply chains in developing countries. In order to create really inclusive supply

chains, it is essential to understand the barriers faced by vulnerable suppliers when trying

to access more stable marketing channels. This thesis has discussed the influence of pri-

vate standards and ISC enablers in the inclusion or exclusion of the most vulnerable

communities, but further research to validate and extend these findings are encouraged. 

Finally, more research in the area of inclusive supply chains should be done from and

about least developed countries. Most research to date focuses on lead firms’ actions

from developed countries. Acknowledging the perspectives of companies and poor

producers in developing countries is challenging, but it is absolutely necessary to take

into account their view if we want to advance in research and practice in this field. 

7.6. Concluding thoughts

Businesses have an important role to play in the world’s path towards sustainability, es-

pecially by making productive systems more sustainable and inclusive. In this thesis, we

have explored the incorporation of the poor as suppliers in local and global agri-food

supply chains and the role of businesses in enabling their access in a sustainable and ben-

eficial way. 

Incorporating the poor as suppliers is a sustainable way is very challenging, and increases

the complexity of supply chain management. Therefore, a transdisciplinary approach in-

cluding academic and practical knowledge and expertise from the business management

and development studies areas was deemed appropriate.

Companies engage with vulnerable suppliers due to the emergence of business opportu-

nities, the need to manage risks in their supply chain or because it is part of their social

mission. Nevertheless, working with vulnerable suppliers is not easy and several chal-

lenges arise, such as: high transaction costs, the existence of cognitive dissonance, low

capability of suppliers or the difficulty to codify relevant information. 
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This thesis identified four pathways that are being followed by business actors in order to

improve the inclusivity of supply chains and overcome the aforementioned challenges:

supply chain collaboration, supplier development, non-traditional partners, private

standards. These pathways are based on collaboration among different actors, and the

role played by ISC enablers is essential to facilitate this collaboration.

Following these pathways might not seem very difficult, however, like any organizational

challenge, they are more complex than it may appear. For example, every actor acknowl-

edges the importance of trust for long-term collaboration, but how to build trust among

actors with divergent objectives and different implicit knowledge? The pathways are not

linear, and they require a lot of technical expertise, emotional intelligence and strong

commitment to be followed successfully. 

It is also worth noticing that the poor themselves are a fundamental part of any initiative

oriented to improve their opportunities. Therefore, they should play a central role in in-

clusive supply chains. They could help to identify and characterize the problems and lim-

itations they face, as well as to clarify which are their needs and demands, their weakness-

es and their strengths. If the impact on poverty alleviation is to be maximized,

smallholder farmers and vulnerable workers should be listened to and their specific needs

should be taken into account. These vulnerable communities might be incorporated in

supply chain decision making processes through dialogue and training programs, and in

academic research through interviews and focus groups, as it have been observed in the

case studies. Only by considering the poor’s perspectives when studying and implement-

ing inclusive supply chains, these processes will become inclusive in a complete sense.
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