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Currently, agri-food systems are facing dynamic changes in both developed and
developing economies. Agri-food systems that were based on traditional markets are
increasingly channelled through modern trade chains. One of the reasons for this
change is the influence exerted by modern trade chains. While this situation offers
opportunities for organic small-scale farmers, the high standards set by modern trade
chains in terms of quantity, quality, delivery, timing, packing, safety, etc., can prevent
small-scale farmers from exploiting such opportunities, because of the significant
changes required in their production and marketing systems.

Furthermore, the associated coordination and transaction costs can drive modern trade
buyers toward a small group of suppliers based on producers’ capacity. In recent
years, social enterprise schemes have become an important producer organizational
form that has emerged in both developed and developing economies in integrating
small-scale farmers with modern trade chains. The role of social enterprises in
integrating organic small-scale into modern trade chains is based on case studies of
two social enterprise schemes. An applied value-chain and New Institutional
Economics (based on transaction costs) framework is used to analyze how
smallholders are coping with the transformation in the food sector in Thailand and the
role of social enterprises.

The study has found that organic small-scale farmers mainly use five different
mechanisms to participate in modern trade chains depending on their situations and
preferences. Participation through social enterprise scheme was found to be currently
popular because it offers farmers a number of opportunities and advantages in the
supply of organic/pesticide-safe products. In addition, the study results show that
organic farmers in the social enterprise schemes in both case studies had higher
outcomes (profits) than conventional farmers. The decision of households to
participate in social enterprise schemes in producing organic products for modern
trade chains was not independent of household and farm characteristics.

Organic farmers faced challenges related to labour, input/credit supply and in meeting
production and produce standards prescribed by modern trade chains. However, the
key motivation for participation arised from the roles that social enterprise schemes
played in enabling farmers to deal with market uncertainty by providing guaranteed
outlets for produce and assured minimum price.



The study also shows that social enterprises played important role in reducing
transaction costs for uorganic small-scale farmers which influenced the profitability
and sustainability of organic small-scale farmers’ participation in modern trade
chains. The results of this study provide important insights for policy and efforts to
promote social enterprises as organizations uniquely capable of integrating small-
scale farmers into modern trade chains.
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