The Economic Viability of Small-Scale Farming in a Globalized Market

Abstract

Small-scale farming plays a crucial role in the global agricultural landscape, contributing
significantly to food security, rural livelihoods, and ecological sustainability. However, the economic
viability of small-scale farming is increasingly challenged by the forces of globalization, market
volatility, and changing consumer preferences. This article explores the economic viability of small-
scale farming in a globalized market, with a specific focus on the world, Asia, and India. Through a
comprehensive analysis of primary and secondary data, including case studies, statistical reports, and
policy documents, the article examines the key factors influencing the economic viability of small-
scale farming, such as market access, agricultural policies, technological innovations, and'sustainable
practices. The findings reveal that while small-scale farming faces numerous challenges, it also
presents opportunities for enhancing economic viability through targeted interventions, such as
improving market linkages, promoting sustainable intensification, “and, leveraging traditional
knowledge. The article concludes by proposing a framewerk:for strengthening the economic viability
of small-scale farming in a globalized market, emphasizing the need for inclusive policies,
institutional support, and collaborative efforts among-stakeholders.
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Introduction

Small-scale farming, characterized by limited land holdings and family labor, is a dominant
form of agriculture worldwide, particularly in developing countries [1]. According to the Food and
Agriculture Qrganization(FAQ), there are an estimated 500 million small-scale farms globally,
supporting, the fivelihoods of around 2 billion people [2]. These farms play a vital role in ensuring
food security,“preserving biodiversity, and sustaining rural communities. However, the economic
viability ‘of small-scale farming is increasingly threatened by the forces of globalization, market
competition, and changing consumer preferences [3].

In"the context of a globalized market, small-scale farmers face numerous challenges in
accessing markets, obtaining fair prices for their produce, and competing with large-scale commercial
agriculture [4]. The liberalization of agricultural trade, coupled with the concentration of market
power among a few multinational corporations, has further marginalized small-scale farmers [5].
Moreover, the increasing demand for standardized and processed food products has shifted the focus
away from traditional and diverse crops grown by small-scale farmers [6].

Despite these challenges, small-scale farming continues to be a resilient and adaptable form
of agriculture, with the potential to enhance economic viability through sustainable practices, local
market development, and policy support [7]. This article aims to explore the economic viability of
small-scale farming in a globalized market, with a specific focus on the world, Asia, and India,



because the economy of the country depends maximum on Agriculture. By examining the key factors
influencing the economic viability of small-scale farming and proposing a framework for
strengthening it, the article contributes to the ongoing discourse on sustainable agriculture and rural
development.

Global Context of Small-Scale Farming
Prevalence and Significance of Small-Scale Farming

Small-scale farming is a prevalent form of agriculture worldwide, with an estimated 84% of all farms
being less than 2 hectares in size [8]. These farms are particularly significant in developing countries,
where they account for a substantial share of agricultural production and employment. For instance, in
sub-Saharan Africa, small-scale farms contribute to 80% of the food supply and employ around 175
million people [9].

Region Percentage of Small-Scale Farms
Sub-Saharan Africa 80%
South Asia 75%
East Asia and Pacific 70%
Latin America 60%
Middle East and North Africa | 50%
Europe and Central Asia 40%
North America 20%

Table 1: Percentage of Small-Scale Farms by RegionSource: FAO [10]
Challenges Faced by Small-Scale Farmers in a Globalized Market

Small-scale farmers face numerous;challenges in the context of a globalized market, which can
undermine their economic viability. These challenges include:

1. Limited market access: Small-scale farmers often lack access to lucrative markets due to poor
infrastructure, information asymmetry, and limited bargaining power [11].

2. Price volatility: :The globalization of agricultural markets has increased price volatility,
exposing small-scale farmers to greater risks and uncertainties [12].

3. Competition from large-scale agriculture: Small-scale farmers struggle to compete with large-
scale commercial farms that benefit from economies of scale and advanced technologies [13].

4. 'Changing consumer preferences: The increasing demand for standardized and processed food
products has marginalized traditional and diverse crops grown by small-scale farmers [14].

5. Climate change: Small-scale farmers are particularly vulnerable to the impacts of climate
change, such as droughts, floods, and extreme weather events [15].
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Figure 1: Challenges Faced by Small-Scale Farmers in a Globalized Market

Opportunities for Enhancing Economic Viability

Despite the challenges, small-scale farming:presents opportunities for enhancing economic viability
through sustainable practices, local market development, and policy support [16]. These opportunities

include:

1. Sustainable intensification:i, Adopting. sustainable practices, such as agroecology and
conservation agriculture, can increase productivity while preserving natural resources [17].

2. Local market development:-Strengthening local food systems and direct marketing channels
can provide small-scale farmers with better prices and more stable demand [18].

3. Collective action;, Forming cooperatives and farmer organizations can enhance small-scale
farmers'.bargaining power and access to markets, inputs, and services [19].

4. “Diversification: Diversifying crops and income sources can reduce risks and increase
resilience to market shocks and climate variability [20].

5. Palicy support: Targeted policies and investments in infrastructure, extension services, and

financial inclusion can create an enabling environment for small-scale farming [21].
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Figure 2: Opportunities for Enhancing Economic Viability of Small-Scale Farming

Small-Scale Farming in Asia
Overview of Small-Scale Farming-in:Asia

Asia is home to a significant proportion of the world's small-scale farmers, with an estimated 74% of
all farms in the region being less than 1 hectare in size [22].Even Vietnam is a country where small-
scale farming plays a significant role. These farms play a crucial role in ensuring food security,
generating employment, and sustaining:rural livelihoods. However, small-scale farmers in Asia face
numerous challenges;:such as limited access to resources, market volatility, and climate change [23].

Country. Percentage of Small-Scale Farms

China 90%

India 85%

Indonesia 80%

Vietnam 5%

Philippines | 70%

Thailand 65%

Bangladesh | 60%

Pakistan 55%

Table 2: Percentage of Small-Scale Farms in Selected Asian CountriesSource: FAO [24]

Challenges and Opportunities for Small-Scale Farming in Asia

Small-scale farmers in Asia face several challenges that affect their economic viability, such as:



Land fragmentation: The increasing fragmentation of land holdings due to population growth
and inheritance practices has led to smaller and less economically viable farms [25].

Limited access to resources: Small-scale farmers often lack access to credit, inputs, and
extension services, which hinders their productivity and profitability [26].

Climate change: Asia is highly vulnerable to the impacts of climate change, with small-scale
farmers being particularly affected by droughts, floods, and extreme weather events [27].

Market access: Small-scale farmers in Asia often face difficulties in accessing markets and
obtaining fair prices for their produce due to poor infrastructure and limited bargaining power
[28].

Despite these challenges, small-scale farming in Asia presents opportunities for, enhancing
economic viability through:

1.

3.

Sustainable intensification: Adopting sustainable practices, such as integrated pest
management and organic farming, can increase productivity while reducing environmental
impacts [29].

Collective action: Forming cooperatives and farmer. organizations can enhance small-scale
farmers' access to markets, inputs, and services, as well as improve their bargaining power
[30].

Value addition: Engaging in value addition activities, such as processing and packaging, can
increase the income and profitability of small-scale farmers [31].

Policy support: Governments in Asia have implemented various policies and programs to
support small-scale farming, such as subsidies, credit schemes, and extension services [32].
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Figure 3: Challenges and Opportunities for Small-Scale Farming in Asia

Case Study: Small-Scale Farming in Vietnam

Vietnam is a country where small-scale farming plays a significant role in the agricultural sector, with
90% of all farms being less than 2 hectares in size [33]. These farms contribute to 70% of the
country's food production and employ around 50% of the rural workforce [34]. However, small-scale



farmers in Vietnam face ch
change [35].

allenges such as limited access to resources, market volatility, and climate

To address these challenges, the Vietnamese government has implemented various policies and
programs to support small-scale farming, such as:

1. Land consolidation: The government has encouraged land consolidation to create larger and
more economically viable farms, while ensuring that small-scale farmers retain their land

rights [36].

2. Contract farming:

The government has promoted contract farming arrangements between

small-scale farmers and agribusinesses to ensure stable market access and fair prices [37].

3. Extension services:
farmers with techni

The government has invested in extension services:to provide small-scale
cal assistance, training, and access to inputs [38]:

4. Climate change adaptation: The government has implemented various measures to help small-
scale farmers adapt to climate change, such as promoting drought-resistant crops and

investing in irrigati

on infrastructure [39].

These policies and programs have contributed to the econemic: viability of small-scale farming in

Vietnam, with notable succ

esses in the rice and coffee sectors [40]. However, challenges remain, such

as the need for better coordination among stakeholders and more:inclusive policies that benefit the

most marginalized farmers

[41].

Policy/Program Description
Land consolidation Encourage fand" consolidation to create larger and more economically
viable farms

Contract farming

Promote contract farming arrangements between small-scale farmers and
agribusinesses

Extension services

Provide technical assistance, training, and access to inputs to small-scale
farmers

Climate change
adaptation

Implement measures to help small-scale farmers adapt to climate change

Table 3: Key Policies and Programs Supporting Small-Scale Farming in VietnamSource: [36],

[371, [38], [39]

Small-Scale Farming in India

Overview,of Small-Scale Farming in India

India is home to the largest

number of small-scale farmers in the world, with an estimated 126 million

small and marginal farmers, accounting for 86% of the total agricultural holdings in the country [42].
These farmers play a crucial role in ensuring food security, generating employment, and sustaining
rural livelihoods. However, small-scale farmers in India face numerous challenges, such as limited

access to resources, market

volatility, and climate change [43].

Size of Holding (hectares)

Number of Holdings (million) | Percentage of Total Holdings

Less than 0.5

71.2 51.2%




05-1.0 31.8 22.9%
1.0-2.0 23.1 16.6%
2.0-3.0 7.6 5.5%
3.0-4.0 3.1 2.2%
40-5.0 14 1.0%
5.0-10.0 1.0 0.7%
10.0 and above 0.2 0.1%

Table 4: Distribution of Agricultural Holdings in India by SizeSource: Agricultural Census 2015-
16, Government of India [44]

Challenges and Opportunities for Small-Scale Farming in India
Small-scale farmers in India face several challenges that affect their economic viability, such as:

1. Fragmented land holdings: The increasing fragmentation of land holdings.due to"population
growth and inheritance laws has led to smaller and less economically.viable farms [45].

2. Limited access to resources: Small-scale farmers often lack ‘access to-credit, inputs, and
extension services, which hinders their productivity and profitability [46].

3. Climate change: India is highly vulnerable to the impacts.of climate change, with small-scale
farmers being particularly affected by droughts, floods, and extreme weather events [47].

4. Market access: Small-scale farmers in India-often face difficulties in accessing markets and
obtaining fair prices for their produce due‘to poor infrastructure and limited bargaining power
[48].

Despite these challenges, small-scale farmingiin India presents opportunities for enhancing
economic viability through:

1. Sustainable intensification: Adopting sustainable practices, such as integrated nutrient
management and precision farming, can increase productivity while reducing environmental
impacts [49].

2. Collective action: Forming. cooperatives and farmer producer organizations (FPOs) can
enhance small-scale farmers' access to markets, inputs, and services, as well as improve their
bargaining power [50].

3. “Diversification: Diversifying crops and income sources, such as integrating livestock and
horticulture, can reduce risks and increase resilience to market shocks and climate variability
[51].

4. Policy support: The Indian government has implemented various policies and programs to
support small-scale farming, such as the Pradhan Mantri Kisan Samman Nidhi (PM-KISAN)
scheme and the National Mission for Sustainable Agriculture (NMSA) [52].



Households affected

Challenges Ne: Perceittage Rank
Infrastructure shortage( power) 81 53.29 1
Shortage of money 64 4211 2
Shortage of interest 30 18.73 3
Format in which the information is packaged 19 12.5 4
Maintenance problem 19 12.5 4
Shortage of locally specified information 19 11.85 4
Inadequate users knowledge 18 11.85 7
Distance to the information sources 15 9.87 8

Maintenance problem 7 4.61 10
Shortage of timely delivered information 4 2.63 11
Low capacity of the information sources 3 1.97 12
resources of the model farmers and ours is imbalance 2 1.32 13
Work overload 1 0.66 14

Multiple responses were allowed.

Figure 4: Challenges and Opportunities for Small-Scale Farming in India

Case Study: Farmer Producer Organizations (FPOs) in India

Farmer Producer Organizations (FPOs) have emerged-asa promising model for enhancing the
economic viability of small-scale farming in India [53]. FPOs are voluntary associations of farmers,
primarily small and marginal farmers, who come-together to collectively engage in production,
processing, and marketing activities [54]. By _pooling their resources and bargaining power, FPOs
enable small-scale farmers to access markets; inputs, and services more effectively [55].

The Indian government has recognized the potential of FPOs in supporting small-scale farming and
has implemented various policies and‘programs to promote their growth, such as:

1. Equity Grant Scheme: The government provides financial assistance to FPOs in the form of
equity grants to enhance their capital base and viability [56].

2. Credit Guarantee Fund Scheme: The government has established a credit guarantee fund to
facilitate the flow:of credit to FPOs from financial institutions [57].

3. Capacity Building: The government has launched various initiatives to build the capacity of
FPOs through training, exposure visits, and technical assistance [58].

4. Market;Linkages: The government has promoted market linkages for FPOs through e-NAM

(National ‘Agriculture Market), a pan-India electronic trading portal, and other market
interventions [59].

These policies and programs have contributed to the growth of FPOs in India, with over 7,000 FPOs
registered as of 2021 [60]. However, challenges remain, such as the need for more sustainable
business models, better governance structures, and more inclusive participation of women and
marginalized farmers [61].

Year | Number of FPOs Registered

2014 | 256

2015 | 612




2016 | 1,052
2017 | 1,754
2018 | 2,872
2019 | 4,323
2020 | 5,886
2021 | 7,374

Table 5: Growth of Farmer Producer Organizations (FPOs) in IndiaSource: NABARD [62]

Framework for Strengthening Economic Viability of Small-Scale Farming

Based on the analysis of the challenges and opportunities faced by small-scale farmers in a globalized
market, a framework for strengthening the economic viability of small-scale farming is proposed. The
framework consists of four key pillars:

1.

Inclusive policies: Governments should implement policies that are-inclusive and responsive
to the needs of small-scale farmers, such as land tenure security, credit access; and social
protection [63].

Institutional support: Strengthening institutions that support small-scale farming, such as
cooperatives, farmer organizations, and extension services, can enhance their access to
markets, inputs, and services [64].

Sustainable practices: Promoting sustainable agricultural, practices, such as agroecology,
conservation agriculture, and organic farming, can increase productivity while preserving
natural resources and enhancing resilience to-climate change [65].

Collaborative efforts: Fostering.collaboration ameng stakeholders, such as governments, civil
society organizations, private sector;, and. research institutions, can create synergies and
enable the sharing of knowledge, resources, and best practices to support small-scale farming
[66].
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Conclusion

Small-scale farming plays
food security, rural livelih
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4\e global agricultural landscape, contributing significantly to
and ecdﬁ%ical sustainability. However, the economic viability of

ces\;%is\“)article has explored the economic viability of small-scale

farming in a glob arket,-with a specific focus on the world, Asia,Vietnam and India. The
analysis of t%%\ I s and @ portunities faced by small-scale farmers has revealed that while they
face nume 5 h as limited market access, price volatility, and climate change, there are
also op ~for enhancing their economic viability through sustainable practices, collective

u/{/ﬁpon. The case studies of small-scale farming in Vietnam and India have
otential of targeted interventions, such as land consolidation, contract farming, and
farmer p ! organizations, in strengthening the economic viability of small-scale farming.The
proposed framework for strengthening the economic viability of small-scale farming emphasizes the
need for inclusive policies, institutional support, sustainable practices, and collaborative efforts
among stakeholders. By adopting this framework, governments, civil society organizations, and other
stakeholders can work together to create an enabling environment for small-scale farming to thrive in
a globalized market.
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