
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Linking Smallholder Farmers to Market: Experiences from Balam gewog in 

Mongar, Bhutan. 

 

 

 

 

 

Ms. Kinley Pema 

 

 

 

 

Master’s in Development Practice 

 

 

August 2020 



ii 
 

ACKNOWLEDGEMENT 

 

This report would not have been possible without the assistance from my two supervisors  

Mr. Tashi Dendup and Dr. Rekha Chhetri for their guidance and support.  

I would also like to thank Commercial Agriculture and Resilient Livelihoods Enhancement 

Programme team, Mr. Dorji Wangchuk, Program Director; Ms. Chimi Lhamo, Gender and 

Knowledge Management Officer and my field supervisor Mr. Sangay Choeda, Programme 

Support Officer. My sincere thanks to Mr. Lhap Dorji, Programme Director of Agriculture 

Research and Development Centre, Wengkhar for his assistance and support. 

A diverse set of voices contributed to this report, farmers, gewog extension officer, 

marketing officer and officials from Regional Agricultural Marketing and Cooperative Office 

(RAMCO) whose experiences and recommendations have shaped this report. 

This report was made possible through the generous funding support from International 

Fund for Agriculture Development (IFAD) under IFAD-MDP global Win-Win partnership 

program and Dr. Lucia Rodriguez Director of Master's in Development Practice, Program 

Secretariat for her support.  

  



iii 
 

ABSTRACT 

 

Business to business market strategy is one approach started by the Commercial Agriculture 

and Resilient Livelihoods Enhancement Programme (CARLEP) in collaboration with Regional 

Agricultural Marketing and Cooperative Office (RAMCO) to help smallholder farmers solve 

marketing issues. However, no study was carried out to assess the progress and influence of 

this intervention. Thus, this study describes the model adopted by these organizations and 

analyses how it can be best fitted in Bhutan's agriculture system characterized by poor 

international market and small production. Data were collected through two focus group 

discussions with six vegetable groups and in-depth interviews with relevant stakeholders, 

including the Gewog administration official, extension official, the village head, and the buyer. 

The results showed that the B2B marketing model adopted in Balam Gewog was a primary 

B2B marketing model – a linkage only for selling produce. We noted four critical issues with 

the B2B marketing model as it was adopted in Balam Gewog: (1) mismatch between vegetable 

production and collection schedule, (2) lack of quantity and quality specification of vegetables 

in the contract between farmers and the buyer, (3) inadequate support services, and (4) lack of 

monitoring by facilitating organisations after contract signing between vegetable groups and 

the buyer. Accordingly, we recommend adjusting the collection schedule as per the production 

season, specifying contract clauses like quantity and quality of produce, improving support 

services, and monitoring business by relevant. 

 

 

Keywords: Business to business marketing, linkage, intermediating organization, 

smallholder farmers  
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CHAPTER ONE 

INTRODUCTION 

1.1 Background 

Bhutan is primarily an agrarian country, with 69% of the population dependent on agriculture 

(Ministry of Agriculture and Forests, 2011). The total cultivated area amounts to only 2.93% 

of the total geographical area of 38,394 square kilometers. Most of the farmers are smallholders 

with an average farm size of three acres. The farmers still practice subsistence agriculture, with 

very few involved in commercial agriculture. The agriculture sector continues to be the main 

driver of the primary sector growth. The agriculture sector accounted for about 17.37% of the 

country's total GDP in 2017 (National Statistics Bureau, 2010).  

Bhutan faces serious challenges in developing of market and marketing system for its 

agriculture production. The predominance of subsistence agriculture, lack of cash income for 

inputs, absence of marketing system for all products were identified as some of the challenges 

for efficient agriculture marketing system in Bhutan (Food and Agriculture Organization, 2003; 

Wangchuk et al., 2019). Agricultural marketing system often fails or is slow to play its role in 

developing agriculture because it fails to facilitate producers and consumers in the various 

value chains to take advantage of available market opportunities that are available 

domestically, regionally, and internationally (Ministry of Agriculture and Forests, 2013). 

Department of Agricultural Marketing and Cooperative under the Ministry of Agriculture and 

Forests was created in 2009 to help the farmers in marketing opportunities. Its mandate is to 

increase the linkage between producers and marketing, promotion of marketing infrastructure, 

and support for the development of cooperatives associations (Ministry of Agriculture and 

Forests, 2013).  

Business to business market strategy is one of the approaches initiated by the Commercial 

Agriculture and Resilient Livelihoods Enhancement Programme (CARLEP) to help 

smallholder farmers to solve these marketing issues (MoAF, 2019). CARLEP is a seven-year 

program funded by IFAD and is based in six eastern districts of Bhutan, Trashigang, Trashi 

Yangtse, Mongar, Pemagatshel, Lhuntse, and Samdrup Jongkhar. A financial agreement was 

signed between Bhutan and the United Nation's International Fund for Agricultural 

Development (IFAD) to reduce rural poverty and sustainably increase the incomes of over 

28,000 smallholder farming households. The main objective of CARLEP is to sustainably 

increase smallholder farmers' incomes and returns through climate-resilient production of crops 

and livestock products (International Fund for Agriculture Development, 2015). Two main 

1 
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strategies adopted to achieve these two aims are facilitating the transformation from a 

subsistence-based rural agricultural economy into a sustainable value chain and market-driven 

sector. 

As part of the program, the business to business linkage program was piloted in March 

2018 in collaboration with Regional Agricultural Marketing and Cooperative Office (RAMCO) 

through fund support from CARLEP. Under intervention, two vegetable production groups 

(namely Singye and Bakhaphai groups) in Balam gewog have been linked to a trader. The 

selection of the two production groups for the linkage in Mongar was based on the production 

potential, strategic location, and because the producers were all women (MoAF, 2019).  

The linkage for the two groups is the first of its kind to be performed and recorded formally 

by CARLEP in Mongar. No study was carried out to assess the progress and impact of the 

intervention. Scaling up of intervention requires an assessment of the current activities. The 

study seeks to document context-specific approaches and assist in evidence-based project 

planning and policy formulation. The practice adopted allows for suggestions on the path to 

follow. The information gathered from this study will help assess farmer market arrangements 

identified in the fieldwork. This study aims to contribute to the development of market linkage 

for smallholder farmers, particularly for weak agricultural marketing systems characterized by 

frail agribusiness and agroindustry. The study can serve as a progress report for the 

implementing organizations and as monitoring account for improvements. 

The way organizations develop market linkages for smallholders needs to be defined. It 

includes the set of tools they adopt to support smallholder farmers to connect them with the 

market. Both government organizations have a different set of instruments at their disposal that 

support smallholders to connect with new markets such as building marketing sheds and 

connecting with agro-processors. However, theory cannot define these instruments in detail 

because they are context specific. When agri-food business models are transplanted from 

industrialized countries to countries with large agriculture-dependent populations, the 

unintended consequences for the rural economy can potentially be very significant (Ferris et 

al., 2014). An explicit understanding of the interconnected system enables us to plan and adapt 

activities as required. Analysis at project start-up and progression is therefore necessary. 

Adapting our approaches to the existing local system context and capacity is the key to success. 
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1.2 Objectives 

a. Describe the business to business model adopted by farmers and traders in the Balam 

Gewog, Mongar 

b. Identify the shortcomings of business to business model in Balam Gewog, Mongar  

The key focus area of analysis includes four specific areas: B2B model, roles of each actors 

in the linkage, challenges and failures of the model and recommendations for strengthening the 

linkage. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Business to business marketing 

Business to business marketing includes organizations that buy products and services for use 

in the production of other products and services that are sold, rented, or supplied to others 

(Kotler & Armstrong, 2001). It also includes retailing and wholesaling firms that acquire goods 

to resell or rent to others (Kotler & Armstrong, 2001). Businesses in which smallholding 

producers are involved as providers (or sellers) and private actors (or buyers) are termed as 

inclusive business models (Lundy et al., 2014). The model represents economic and social 

development opportunities for both producers and private actors (Lundy et al., 2014). These 

models possess the virtue of linking actors more effectively, coherently, and transparently 

when a basic business principle adheres to both sides (sellers and buyers) must win (Lundy et 

al., 2014). United Nations Development Program (2008) also defines the inclusion of the poor 

on the demand side as clients and customers, and on the supply side as employees, producers, 

and business owners at various value chains as inclusive business models. For the study 

purpose, business to business marketing and inclusive business are used interchangeably. 

Business to business marketing involves marketing goods or services exclusively to other 

businesses and not directly to the consumers (Kumar & Gagandeep, 2012).  Linking farmers 

to markets help farmers escape the greed of mediators and traders as it improves their 

knowledge of market prices and increases their bargaining power (Magesa, 2016). 

Business to business markets are considerably more challenging than consumer markets 

and demand specific skills from marketers and farmers to ensure a quality product and maintain 

sustainable connections or networking (Zimmerman & Blythe, 2013). Business markets are far 

larger, they buy and sell more goods than do consumers, and the transactions that take place 

between organizations have a greater impact on the economy and the welfare of people than 

do the transactions between businesses and consumers (Zimmerman & Blythe, 2013).  

Understanding the differences between marketing to consumers and marketing to professional 

buyers in commercial organizations is the first step in developing a successful business 

marketing program (Shepherd, 2006). Traders, processors, and agri-food companies can obtain 

more reliable and regular supply and have a greater input to produce quality products. Such a 

reduction in supply risk makes them more attractive to financial institutions (Shepherd, 2006). 

Some smallholders will be constrained from benefiting from improved opportunities due 

to their remoteness from these markets, their access to productive assets, and specific 
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household-level constraints such as dependency structures and educational levels (Trebbin, 

2014). Not all producers will, therefore, seek to increase production for sale in markets. 

Markets offered by agro-industrial firms are relatively stable but are inaccessible without 

specific channels such as those provided by predetermined producer–buyer relationships. 

2.2 Types of market linkage 

Food and Agriculture Organization (2004) has categorized various linkages into different 

categories: domestic trader, farmers to a retailer, linkages through a leading farmer, linkages 

through cooperatives, farmer to agro-processor, farmer to an exporter, and contract farming. 

These categories, however, do not represent the whole range of market opportunities available 

to farmers. 

Santocoloma and Rottger (2003) classified business models into primary, secondary, and 

cross-cutting linkages or model. Primary linkage involves the linkage of farmers to 

agribusiness, where the arrangement made involves the selling of products only. Secondary 

linkage is arrangements with inputs dealers and providers of services such as training, transport, 

and storage. Cross-cutting linkages are links to providers of financial services or market 

information, or other technical support, which harness the effectiveness of the primary and 

secondary linkages.  Primary linkages are widespread and are often the starting point for most 

linkage arrangements, with the secondary and cross-cutting linkages being introduced to as 

complementary measures to strengthen the primary linkages (Santocoloma & Rottger, 2003).  

Vorley et al., (2008) classify different linkage model into three general categories: those 

that focus on developing and supporting producer (1), those organizations that focus on 

specialized intermediaries (2), and those that are driven by buyers (3).They are named 

producer-driven, intermediary-driven models and buyer-driven respectively, Despite the 

differences in entry points and emphasis, all the models seek to connect actors to facilitate 

effective market integration.  

2.3 Partnership building for B2B success 

A vital part of success in business to business marketing is the development and maintenance 

of customer relationships (Tuten & Urban, 2001). Instead of simply looking at a series of 

transactions between a customer and a supplier, the successful marketer attempts to establish a 

relationship (Tuten & Urban, 2001). In the business-to-business marketing environment, both 

the academic and popular business press, have touted the importance and benefits of partnering 

(Tuten & Urban, 2001). The goal in linking farmers to markets is not to link the most vulnerable 
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farmers with the highest value or most dynamic markets but to invest in ways that enable 

specific types of farmers and communities of farmers to access markets that match their 

capacities, production, investment and risk profiles (Ferris et al., 2014).  

By linking with buyers in advance of production, farmers potentially have a more assured 

market and often an agreed price (Chapoto et al., 2018).  Offsetting the advantages, however, 

is the possibility that the contract may break down, with the buyer reneging on the agreement 

after considerable investment by the farmer; the possibility of price manipulation by the buyer 

(e.g., by downgrading produce quality or through lack of transparency in price-setting) and the 

loss of flexibility in enterprise choice. An ever-present risk is that arrangements will break 

down because of a lack of trust between the parties (Ferris et al., 2014). 

2.4 Factors affecting success of the linkage between farmers and trades 

The choice of linkage model must take into account farmer location, social structure, available 

infrastructure, farm size, agronomic suitability of the land, the land tenure situation, farmers’ 

assets, capacity to establish new enterprises, access to finance and capacity to use that finance 

profitability, technological requirements and access to extension advice (Food and Agriculture 

Organization, 2012). The choice of the product must be based on market demand, but market 

demand is not enough to make the product suitable for all farmers. 

Smallholder farmers’ access to evolving agricultural markets, especially to value chains, 

is commonly constrained. Geographic barriers such as remoteness or biophysical limits to 

productivity (e.g., due to water availability) may make it too costly to participate in modern 

marketing channels or limit surplus production that smallholders can sell (Food and Agriculture 

Organization, 2012). Similarly, limited productive asset holdings of land, livestock, labor, 

critical equipment may constrain smallholders’ capacity to generate enough level and 

consistency of marketable surplus.   

2.5 Scaling up for the project 

Replication should only begin after at least one enterprise cycle (i.e., from production to 

successful sale) has been profitable on a sustainable basis, i.e., without external inputs from the 

linking organization (Food and Agriculture Organization, 2012). Activities to link farmers to 

markets adopt either the “top-down” approach or the “bottom-up” approach. The top-down 

approach involves identifying market demand and then seeking a group of farmers to satisfy it. 

The “bottom-up” approach of identifying farmers to work with and then finding markets that 

they could supply. Whatever approach is adopted, the availability of markets is an important 

condition for successful linkage development (Shepherd, 2006). Markets are not enough to 



7 
 

guarantee the success of the model. Project scaling up should proceed from some initial point 

of success (Food and Agriculture Organization, 2012). 
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CHAPTER THREE 

METHODOLOGY 

3.1 Study Area 

Mongar Dzongkhag lies between 27.25˚ latitude and 91.2˚ longitude with an area of about 

1,940.26 square kilometers, with altitudes ranging from 400 to 4,000 meters above the sea level 

(National Statistics Bureau, 2010). The lower altitude region in the south has a sub-tropical 

climate, while the higher altitude region in the north has a temperate climate. While maize and 

rice are grown abundantly, citrus, vegetables, dairy, and poultry are increasingly becoming 

valuable cash income sources. Balam Gewog, in the north-eastern corner of Mongar 

Dzongkhag (Figure 1), had the first piloted vegetable groups initiated by CARLEP and 

RAMCO. The Gewog has 251 households with a 921 population (47% male and 53% female). 

Most people (42.3%) are between 20 and 49 years old. The Gewog’s dry land area, suitable for 

agricultural activities, is about 584.2 acres (National Statistics Bureau, 2010)  

 

Figure 1: Study area  

3.2 Focus group discussion 

Aims of focus group discussion: 

• Map the linkage and develop a detailed model adopted by the farmers and traders  
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• Discuss challenges and opportunities from the experienced farmers (farmer groups 

which are already linked to traders) and seek solutions to overcome those.  

• Provide recommendations for improvement 

Two focus group discussions were conducted with the vegetable groups to gather farmers' 

experience and opinion on the B2B approach and fully understand strategies of the model 

adopted. The discussion was aimed to gather their opinion on the B2B approach, market 

challenges, and way forward.  The first focus group discussion was held with the two vegetable 

groups (Singye and Bakhaphai groups) under the B2B intervention. Twelve participants 

consisting of the group coordinators and the members participated in the discussion. Group 

members' contact information was obtained from the group coordinator, selected randomly 

using excel function, and invited for the discussion through a phone call.  

The second focus discussion group was conducted with the vegetable groups who are not 

under the intervention. Four different vegetable groups consisting of nine participants 

participated in the discussion, including the group coordinator and members from each group. 

The discussion's objective included examining if they are linked to any market with their 

initiative and how it processes, which would be useful for comparison with formal intervened 

linkage.  The discussion also included their market challenges and their knowledge of market 

linkages. Their willingness to participate in such linkage was also enquired. The discussion 

was based on the pre-set questionnaire. Each focus discussion lasted for about an hour. 

3.3 In-depth Interview 

The study also employed numerous in-depth interviews to collect the necessary information.  

These interviews helped to collect data on: 

• Socio-economic profiles of the gewog 

• Functioning and operation of the intervening organizations 

• Roles of actors (traders and the organization) in the linkage model 

• Business relationship between trader and farmers 

Administrative officer of Balam Gewog, extension officer and the village head of the 

Balam Gewog, were consulted to recruit information about the gewog, which included 

demographic and household information, market systems, and facilities and services provided 

by the extension. Traders, such as collectors and retailers, were interviewed. Phone interviews 

were conducted with those who could not be met personally. Baseline data was collected from 
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the implementing organizations CARLEP and RAMCO. Officials from the two organizations 

were also interviewed to gather their point of view on the B2B approach.  

Traders and sellers were interviewed to gather their point of view regarding the B2B 

arrangements made. Their experiences and challenges were also discussed during the 

interview. For the implementing organizations, the steps involved in facilitating the process 

were discussed. One of the objectives of interviewing the facilitating organization was to cross-

check the information with those provided by the farmers. Their point of view was crucial in 

understanding the package of the model. The facilitation process and resources required were 

asked in detail. 

3.4 Questionnaire used for focus group discussion  

Farmers were asked to share the sequential process through which they were linked to the 

trader, followed by their experience from the intervention. The processes between productions 

until the sale of vegetables to the traders were asked to explain. The farmers were told to bring 

their record book where the quantity and price at which the vegetables are sold are recorded. 

Challenges facing the farmers were also included in the discussion. Recommendations for 

improvement of the process were discussed. 

3.5 Secondary data 

Baseline data was collected from RAMCO and CARLEP. Data record of production of 

vegetables grown in the gewog in Metric Tons collected before the intervention was obtained 

from CARLEP.  

Successful case stories from countries from Africa, India, and Nepal are collected and 

compared with the case in the gewog. Factors identified from the case studies to ensure 

appropriate emphasis and sequencing were studied. Context-specific limitations which hold 

back the process of smallholder linkage were also gathered and studied.  

3.6 Data Analysis 

a. Thematic Analysis 

Thematic analysis was used to analyse the qualitative data from the discussion and interview. 

Thematic Analysis is capable of detecting and identifying, e.g., factors or variables that 

influence any issue generated by the participants.  Alhojailan (2012) explains the process of 

thematic analysis into six steps or phases, familiarisation with the data, coding the entire dataset 

(identifying important features of the data that might be relevant to answering the research 

question), generating initial themes (identifying significant broader patterns of the meaning), 
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reviewing themes, refining and naming themes, and final phase involves weaving together the 

analytic narrative and data extracts. 

b. Market System Approach 

The market systems approach informed model mapping. It uses market mapping to visualize 

market systems. Bell and Bryman (2003) provides an excellent summary of social systems as 

related to marketing. A market map visually illustrates all the components and relationships 

within the market system and ensures a greater understanding of the wider, systemic influences 

on the subsector (value chain). It included three key steps 1) mapping the core market actors 

for each of the crops; (2) identifying the constraints and opportunities within supporting 

services; and (3) describing points of leverage within the business-enabling environment. A 

system requires a set of interacting elements, complex, form an organized whole, intending to 

create outputs. The major focus of systems analysis is on the system's process and how it 

changes as conditions change. 

3.7 Ethical Consideration 

Prior permission was sought before commencing the research project. A meeting solely 

dedicated to the discussion of the topics was held. Both the implementing organizations were 

made aware of the project. Recommendations on improvement of the topic were also sought 

from with the officials in CARLEP and RAMCO. 

All the participants were informed about the research aims during the invitation through 

phone call and before the discussion. A voice recorder was used to record the discussion.  

Consent was sought prior to the discussion before recording of the voice. Photographs were 

taken with agreement from the farmers. Farmer’s names are not mentioned in the research to 

ensure confidentiality.  
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CHAPTER FOUR 

RESULTS AND DISCUSSION 

4.1 Description of Balam Gewog 

Balam gewog has a population of 921 (47.2% males and 52.7% female). It holds a total of 251 

households. The age group classification (Table 1), shows that most people (42.3%) are ranged 

between 20 and 49 years, followed by age group between 5 and 14 years (18.5%), 65+ years 

(13.6%), and 50 and 60 years (12.7%). This demographic data shows that the gewog has a large 

and growing labor force (in the age group of 20- 49 years), suggesting that it has the potential 

and opportunity to recruit labor forces to extend agriculture practices.  

Table 1: Population of the gewog 

Age 
Male  Female  Total 

Count Percent  Count Percent  Count Percent 

<1 11 0.2  13 2.6  23 2.4 

1-4 40 0.9  35 7.2  75 8.1 

5-14 80 18.3  91 18.7  171 18.5 

15-19 6 0.1  12 2.4  18 1.9 

20-49 168 38.6  222 45.6  390 42.3 

50-64 61 14.0  56 11.5  117 12.7 

65+ 69 15.8  57 11.7  126 13.6 

Total 435 100  486 100  921 100 

Source: Gewog Administrative Office 2019 

4.1 a Land Status 

The land status in the gewog is presented in Table 2. The gewog is dominated by dry land with 

584.2 acres, followed by 21.6 acres of wetland. It also has 11 acres of the kitchen garden and 

7 acres of orchard. Land kept fallow adds up to 79.7 acres, which includes both dry and 

wetland.  

The huge size of land kept fallow shows the potential has not been exploited. The land can 

be used for cultivation to increase vegetable production. It can prove to be an advantage given 

that they are provided with the right support. Limited land availability for cultivation does not 

seem to be a constraint in the village. In Bhutan, fallowing of land is largely prominent 

representing about 26.6% (54,528 ac) of all agricultural land in Bhutan (MoAF, 2017). Fallow 

farmland can have serious repercussions with considerable reductions in local food production. 
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Table 2: Land status of the gewog in acres 

Dry land  Wet land  
Orchard Kitchen Garden 

Cultivated Fallow  Cultivated Fallow  

584.2 58.2  21.5 3  7 11 

 

4.1 b Agriculture and Infrastructure 

Annual production and cultivated area of majorly grown vegetables are presented in Table 3. 

The total production of potato was estimated at 443.8 metric tons (MT) per annum in 2018. 

Farmers produce potatoes mainly for consumption, selling the surplus in different markets at 

various prices. The second highest produced crop is chili, with 65.2 MT in 2018. Other popular 

vegetables include cabbage, cauliflower, and radish, among others. One of the biggest 

challenges is that there are no processors for these crops.  

The details of the infrastructure and facilities in the gewog are provided in Table 4. The 

gewog is connected to the other gewogs and town by a farm road. Electric fencing and irrigation 

channel were provided with support from the government’s fund. Greenhouses were also built 

with support from extension through governments fund and with fund support from CARLEP. 

Table 3: Crop cultivation area and vegetable productions in metric tons (MT) in Balam Gewog 

Crop 
Cultivated Area 

(Acre) 

Total Production 

(MT) 

Consumed 

(MT) 

Surplus 

(MT) 

Potato 140.0 443.8 143.8 300.0 

Chili 45.0 65.2 3.8 61.5 

Cabbages 18.0 38.7 2.5 36.2 

Cauliflower 10.0 14.0 2.5 11.5 

Carrot 3.0 3.9 0.5 3.4 

Radish 15.0 24.7 2.5 22.3 

Beans 3.0 1.0 3.5 0.7 

Peas 5.0 5.2 1. 5 3.8 
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Table 4: Infrastructure and amenities 

Infrastructure Unit Value 

Number of Farm Roads Number  17 

Length of Farm Road  Km.  39.4 

Electric fencing Km. 2 

Length of Irrigation channel Km.  14.5 

Irrigation channels Number  4 

Sustainable Land Management Project Acre  10 

Green House / Ploy House  Number  9 

4.2 Business to business model 

This section describes important components of the market, including the marketing model, 

stakeholders, and their roles and supporting services. The model describes the marketing 

arrangement between the farmers and traders, so that price fluctuation and marketing 

challenges are removed. The detailed roles are explained in the following sections.  

Vorley et al., (2008) classify market models into three general categories: 

1) Those that focus on developing and supporting producer. 

2) Those organizations that focus on specialized intermediaries. 

3) Those that are driven by buyers. 

Santocoloma and Rottger (2003) classified business models into primary, secondary, and 

cross-cutting linkages or model.  

The model adopted by the organization for the country is not strikingly different from the 

international ones. The linkage facilitated by CARLEP and RAMCO is a non-complex primary 

linkage. The main aim of the linkage is to support producers. The main aim is to improve 

productivity and deliver an ensured market for them. The two organizations facilitate the 

formal process of identifying the farmers, organizing the procedure, and signing contracts. The 

facilitating organizations themselves provide inputs such as seeds. No credit system or resource 

is providing a contract between the farmers and traders.  

There are multiple transactions before reaching the buyer and high interdependence 

between the actors. The market linkage facilitated by the two organizations connects farmers 
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to the buyer through a trader. The contractual agreement facilitated by the organization is the 

only binding factor in the model. 

  Figure 2: Business to business model adopted by the organization 

4.2.1 Role of stakeholder 

Fieldwork covered three categories of stakeholders:  

a. Two organizations involved in supporting farmer-market linkages namely CARLEP 

and RAMCO   

b. Farmers involved producing and linkage  

c. Traders involved in buying the product  

Smallholder farmers face problems in developing market and business opportunities of 

their own. The major role played by the organizations include facilitation and effort towards 

capacity building of smallholder farmers group. The organization actively promotes and 

facilitates linkage arrangement as a strategy to improve market opportunities. The 

intermediator aims include enhancing production and improving returns of the farmers, 

reducing the issues like a mismatch between the production and market demand, and ensuring 

constant market price. The organizations also aid in providing inputs such as seeds and water 



16 
 

pipe. The farmers' role is limited to production. The vegetables are not sorted or graded for the 

buyers. They produce vegetables to meet the requirements of the contract. The major role of 

traders includes buying the produce from farmers, ensuring clean transaction and 

transportation, and ensuring that the product is taken care of until it reaches the buyers. 

4.2 b Process and stages 

This section provides the detailed stages practiced by the organization for linking trader to 

farmers. 

1st Stage – Choose a geographical location and farmers group for intervention. No prior 

feasibility study was conducted when choosing the location and farmers group for linkage. 

However, the groups were chosen since the groups had more female members and were more 

deprived of market availability. It helps the vulnerable ones to be inclusive in the model. 

However, it puts a question on the success of the linkage, let alone the sustainability.  

2nd Stage – Identify specific farmer groups within chosen geographic locations to whom 

particular contract terms are offered. The farmer groups who produce surplus produce are 

chosen for the linkage. Their willingness to participate is also considered when choosing the 

farmers' group. Stage two involves gathering farmers, traders, and important stakeholders to 

develop a clear business to the business plan and drafting grant guidelines. The process 

involves collective learning focused on identifying various activities that would improve the 

value chain. A weeklong workshop involves discussion of constraints, solutions, and 

prioritization of interventions. The issues are discussed, and the farmers and traders propose 

solutions.  

The workshop begins by introducing farmers to the vegetable value chain and the 

significance of MSP towards creating an effective value chain. Other activities proceed only 

after orienting the participants. The participants are asked to quantify their yearly produces 

according to seasons. The group with maximum production is chosen for the linkage. The 

identified trader then presents the demand for vegetables. The quantity of the vegetables, 

prices, and the timing for collection is discussed with the farmers. Production and marketing 

plan involving the farmers and traders and other stakeholders is then drafted.  

The demand for the vegetables is presented by the traders and heavily biased towards 

traders' demand. The contractual agreement also represents a poor degree of market 

functionality if chain governance is biased towards one stakeholder who decides when, how 



17 
 

much, and at which price the product is sold (Vorley et al., 2008). Negotiation among farmers 

and traders, considering the farmers' capacity to meet their demand, is hugely important.  

3rd Stage – Farmers and traders reach the agreement for the contract. RAMCO and 

CARLEP facilitate the contract signing.  

4.3 Production and sales of the vegetable groups 

Figures 3 and 4 show the monthly distribution of income of the two groups earned from the 

sale of vegetables they produced. The highest sale recorded is Nu. 65000 and Nu. 11707 in 

August. The figures suggest that the income is not evenly distributed throughout the year as 

planned. Maximum sales are around August and September.  

 

  Figure 3: Monthly Sales of Singye Vegetable Group in 2019 

 

  Figure 4: Monthly sales of Bakhaphai vegetable group in 2019 
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Table 5: Year over year analysis of the sale of vegetables 

 
Before Intervention After Intervention Year over year analysis 

Cabbage 2960 14,825 4.008446 

Beans 6222 12215 0.963195 

Carrot 610 8030 12.16393 

Cauliflower 1540 5230 2.396104 

Pea 700 2610 2.728571 

Chilli 36840 30,627 -16.8 
 

The contract clauses state, “The buyer must collect vegetables twice every month.” It 

shows the inefficiency of transport or transaction schedule. The production appears to be less 

in other months. The farmers expressed their challenge in selling their produce during peak 

season. “Not all their vegetables are bought due to over-maturation of vegetables, and many of 

their produces are fetched to animals.” “Delay in harvest due to late purchase by traders have 

incurred them a huge loss.” The mismatch can be solved by improving the transport schedule. 

For example, a trader can visit more than two times during such a peak season of production. 

4.4 Views on the B2B model – Experience and challenges faced by farmers in the gewog 

Market inaccessibility remains an issue in the village—thus, there are farmers' groups 

comprising small-scale vegetable producers. Farmers mentioned the usefulness and 

inclusiveness of the model. The price and quantity of the product are fixed during the 

contractual agreement, which ensures market accessibility. The farmers appreciate this 

advantage from the model. However, the deal provides little motivation for them to produce 

quality products.   

The acquisition of inputs remains a challenge for the farmers. The critical production issue 

is vegetable quality in terms of size and freshness. No storage facility, high seasonality of 

produce, and low product quality control are major issues. They receive support on inputs such 

as seeds and water pipes from CARLEP and extension office in the village. However, they 

expressed the insufficiency of the supplied seeds as the group has many members. It has 

affected production to meet the requirements. Without assistance to meet the needs of the 

agreement, the farmers fail to commit to the contract. 

The identified trader failed to buy the products on time and stated that its quality was not 

as per the requirement. However, it is important to be noted that the term "quality" was not 

operationalized when the contractual agreement was made. The detailed contract content is 
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presented in the next section. The farmers also expressed that when traders cannot live up to 

their promises, the motivation to work disappears. The biggest challenge for the farmers is to 

deliver quality vegetables as per the contract requirement. The group also faces competition 

from other farmers in the same region. The nearest market in the gewog, the school only take 

a minimum quantity of the products. Farmer groups also expressed negative attitudes towards 

mediators. However, some of the farmers also explained that their products rot, suggesting that 

they are not aware that such linkage can benefit both the parties. 

4.5 Contract content 

In the Balam gewog, the demand for vegetables, which includes both quality and price, is 

presented by the trader.   

The clauses in the contract are as follows: 

Growers Responsibility  

 The vegetable group must grow and increase the produce on a minimum area of 

one langdo each from each grower. Note- Langdo is defined as an area that can be 

plowed by a pair of oxen in a day (1 langdo = 0.33 acre). 

 All growers must cultivate and produce good quality vegetables. It will be 

cancelled if farmers fail to do so.  

 Growers must submit the sale proceeds of vegetables to chairman and accountant 

monthly without any errors.  

Buyer's Responsibility  

 Buyers will have to hand over the cash income to the chairman and the accountant. 

 Buyers must collect the vegetables from the growers twice every month.  

 The buyer will have to collect the products from a designated place located by the 

chairman.  

The contract specifies only the price and quantity of vegetables. The quality is mentioned 

in the contract clauses but not specified. The farmers' role must be expanded from production 

to sorting and grading. Owing to the poorly developing agribusiness and agroindustry in the 

country, the model would work well if the trader is also linked to formal retailers. Vegetable 

groups should be linked more than one trader for cushioning when a trader fails to abide by the 

contract clauses. Production in the off-season can be solved to a certain extend by providing a 

greenhouse or storage facility.  
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Market formalization is not synonymous to market functionality. Engagement in 

contractual relationships with traders or processers in more formal or integrated value chains 

may help to offset the price, related risks, but increase risks associated with production 

affecting the quality or quantity of production and therefore their ability to meet contractual 

requirements (Vorley et al., 2008). Contractual arrangements that specify volumes and prices 

represent a higher degree of market formalization than spot market transactions (Vorley et al., 

2008). The adherence to these clauses determines the success of the contract. However, 

continued engagement in the contract arrangement will depend upon the benefits derived by 

the contracting parties in the business sense. 

These weaknesses suggest the areas that need to be strengthened by support systems to 

make the market arrangements work better. The main constraints holding back the arrangement 

process include ensuring quality produce, insufficient incentive to work, and the inability to 

commit to the contract.  

For farmers, the main benefit is a stable market; however, the lack of inputs and assistance 

to produce affected the process. Intermediating organizations must continue to aid. Ways to 

improve the quality of the vegetables and ways to maintain consistency must be sought.  

As market linkages evolve, models need to adapt to changing market conditions and the 

relationships between the participating actors (Maitre et al, 2011).  Approaches need to be 

piloted for specific locations, products, conditions, and markets to better understand how to 

update current models and which forms of best practice need to be adapted to help support 

smallholders' sustainable impact. Payment terms and contracts can be adjusted to the realities 

of smallholder production without compromising commercial imperatives. If interventions are 

made without coordination, they can lead to market distortions instead of market development, 

potentially flooding markets, and supporting inefficient production systems. 

4.6 Case studies – International best practices 

A successful story of production and export of packaged horticulture produce from Kenya 

shows the importance of service provision for the proper functioning of the linkage. In addition 

to inputs such as seeds, fertilizers, and pesticides, the private company linked to farmers 

provide credits to those who need them. The credit is then deducted from the sale of the product.  

A milk processing industry in Kenya also shows the importance of support services for farmers 

to improve their production. Financing of production, provision of information, facilitating 

price negotiation, and provision of production infrastructure is important for the functioning of 

the linkage. A study in Nanggung in Indonesia (Tukan et al., 2003) analysed the effects of the 
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program, which aimed at livelihood enhancement and conservation by improving the farm 

productivity market linkages. The training workshop series were provided to farmer leaders. 

Fruit and vegetable products from Nanggung were market through four channels and proved 

to be beneficial for the farmers.  

A study by Biénabe and Vermeulen (2008) in Ghana showed the importance of hawkers.  

The absence of processing plants for many traditional crops in Ghana means that the spot 

market remains a major way for farmers to sell their produce. Therefore, the challenge was to 

determine the most beneficial market arrangements for smallholder traditional food crop 

farmers. For suppliers who left the scheme, hawkers are the most preferred market outlet for 

the farmers.  

Reardon (2005) reports in World Bank that supermarkets prefer not to deal with farmer 

organizations because they do not deliver on quantity and quality. They do not invest in their 

operations to improve services and individual performance and that supermarkets find them 

difficult to work. US Agency for International Development (USAID) uses what it calls market 

systems approach to agricultural project implementation. The principles of facilitation take 

center stage in the market systems approach, although the technique and intensity applied in 

the field may vary initially depending on existing local capacity (US Agency for International 

Development). The main approach is to introduce incentives that stimulate local actors to invest 

their capital and labor in upgrading services without dependency on donor resources. Their 

report shows that local commercial partners often require assurances that smallholder farmers 

can meet downstream market requirements for quality, quantity, and consistency. Simply 

introducing the conceptual benefits of the market systems approach may fail to result in the 

emergence of services to underserved farmers. 

Case study examples of successful models showed that most models focus on developing 

product-specific value chains. The model of the agri-food sector is built on the value 

proposition of consumer assurance, high standards for food quality and safety, low prices, and 

reliability of supply. The success of the linkage depends on the sequential alleviation of key 

constraints, generally reinforced by appropriate public sector support.  
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CHAPTER FIVE 

CONCLUSION AND RECOMMENDATIONS 

5.1 Conclusion 

The study aimed to explain the process of the business to business marketing adopted by 

facilitating organizations for the smallholder farmers. Results from focus group discussions 

showed that farmers failed to meet the requirements of the contract. The main constraints 

holding back the process of the arrangement include – ensuring quality produce, insufficient 

incentive to work, and the inability to commit to the contract.  

The farmers lacked adequate inputs such as good quality seeds to maintain the quality as 

demanded in the contract. Mere market availability does not seem to be the binding factor for 

the farmers. The results also showed the transport schedule of the trader did not match with the 

production season. The contract clauses regarding the “quality” of vegetables are vague and 

crudely mentioned. It can be a huge issue as it gives the trader the right to cancel the transaction 

as per his/her suitability, which was exactly the case in Balam gewog. Case studies from 

countries from Africa showed the importance of support services to meet the demands of the 

contract.  

5.2 Recommendations 

Recommendations for strengthening the linkage are discussed and presented from the field 

study. 

Improved Input Support: Effort must be directed towards providing input services to the 

farmers to meet the demands of the contract. It can be done in strategic ways, such as linking 

the farmers to research centers such as the Agriculture Research Development Centre (ARDC) 

to provide them with high-quality seeds. Training on how to maintain the quality of the 

vegetables must be provided.  

Amendment of contract clauses: The demand for the vegetables in terms of quantity and 

quality must be presented after considering the farmers' capacity. Vague clauses, particularly 

the "quality of vegetables," must be made precise and be agreed by both farmers group and 

trader.  

Transport Schedule: The transport schedule must be made based on the season of vegetable 

production. Multiple transactions during the peak season of production are recommended to 

prevent over maturing of vegetables and, thus, loss of vegetables to animals.  
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ANNEXURE 

 

 Contractual agreement between farmers and traders 

 

Members of farmers group from Balam gewog 
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    A snap of the farmers before the commencement of the discussion  

     

  Members of the farmers not under the B2B intervention 
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Personal interview with the farmers  
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