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Financing Smallholder 
Aquaculture Enterprises

According to the International Fund for Agriculture 
Development (IFAD):
•• Poor rural people, including the 2 billion who live and work on the world’s 500 million 

small farms, have tremendous potential to contribute to a country’s economic growth and 
food security. They also have much to offer the private sector – not the least of which is a 
sustainable supply of high-quality agricultural produce.

•• Agriculture is a business, and our business is to make smallholder agriculture a profitable 
agro-enterprise. With the right support, smallholders can contribute to a vibrant rural 
sector, where locally-produced products and services meet growing local demand. This, 
in turn, can spur sustainable off-farm employment, growth in services, agro-processing 
and small-scale manufacturing.

•• The challenge today is to help build the capacity of smallholders and their organsations 
so that they can deliver what large customers require, and in turn to encourage these 
customers to adapt their models to be inclusive and supportive of small-scale agricultural 
producers. We can accelerate progress in meeting the Millennium Development Goals, 
and achieving a world without poverty and hunger, not only because it is the right thing to 
do, but also because it makes financial sense (Nwanze, 2010).

Background
Aquacul ture is  the wor ld’s fastest  growing 
food product ion sector.  Deve lop ing countr ies 
produce the bu lk of  aquacul ture product ion, 
and smal lho lders dominate the rura l  landscape 
throughout the deve lop ing wor ld,  mak ing 
up a la rge propor t ion of  people invo lved in 
aquacul ture product ion in many countr ies. 
Smal lho lders par t ic ipate across the spectrum 
of  aquacul ture,  f rom subs istence f ish fa rming 
where aquacul ture is  par t  of  a d iverse 
household l i ve l ihood, to spec ia l isat ion in more 
commerc ia l l y  or iented aquacul ture,  invo lvement 
in micro enterpr ises across va lue cha ins,  and 
even through employment in the growing number 
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of la rger commerc ia l  aquacul ture enterpr ises. 
Growing demand for  aquacul ture products 
throughout the deve loped and deve lop ing wor ld 
is  of fe r ing impor tant oppor tun i t ies for  improv ing 
incomes and l i ve l ihoods of  rura l  smal lho lders.

Household leve l  subs istence t ype aquacul ture 
wi l l  cont inue to suppor t  fami ly  nutr i t ion for 
many, yet  ra is ing incomes for  rura l  smal lho lders 
through aquacul ture product ion means sh i f t ing 
towards a more bus iness or iented approach – 
essent ia l l y  market or iented aquacul ture that 
generates suf f ic ient  prof i ts  and income for 
poor households to move out of  pover t y.  Th is 
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approach is  not appropr iate for  a l l ,  par t icu lar ly 
smal lho lders wi th l imi ted assets (e.g.  those 
wi th smal l  land ho ld ings,  no capi ta l  and l imi ted 
knowledge).  Where i t  is  appropr iate,  an inc lus ive 
bus iness approach is  requ i red to create and bu i ld 
va lue for  smal lho lders,  together wi th a conducive 
enabl ing env i ronment.  Enabl ing  factors inc lude 
env i ronmenta l l y  su i tab le s i tes for  aquacul ture, 
smal lho lder numbers and geography (scat tered 
smal lho lders are more d i f f icu l t  to manage than 
farmers in more concentrated c lusters)  and the 
presence of  in f rastructure that  a l low access to 
input and output markets.  Of ten the presence 
of  la rger commerc ia l  bus inesses,   par t icu lar ly 
input suppl ie rs for  feed and seed is  needed, 
as we l l  as access to ser v ices and markets 
that  a l low commerc ia l l y  or iented transact ions. 
Po l icy and inst i tu t iona l  or ientat ion of  pr ivate and 
publ ic sectors towards smal lho lders a lso p lays 
a ro le,  and both pr ivate and publ ic sectors need 
to be much more pro-act ive ly engaged wi th 
smal lho lder commerc ia l  aquacul ture,  par t icu lar ly 
in areas wi th la rge numbers of  smal lho lders and 
soc ia l  and env i ronmenta l  imperat ives.

Th is po l icy br ie f  prov ides gu idance on invest ing 
in the improvement or  estab l ishment of 
smal lho lder aquacul ture enterpr ises.  I t  bu i lds 
upon exper iences of  work ing wi th smal lho lder 
commerc ia l  fa rmers in As ia,  and par t icu lar ly 
f rom fac i l i tat ing improvements wi th smal l -sca le 
shr imp and f ish farmers in Aceh, Indones ia, 
ana lyses of  the V ietnamese cat f ish industr y,  a 
rev iew of  aquacul ture producer organ isat ions 
as we l l  as cross-commodi t y and countr y 
compar isons (Padiyar et  a l  ,2011;  Khe im et  a l, 
2010; Kassam et a l,  2011; Umesh et  a l,  2009).
I t  is  intended to gu ide both publ ic and pr ivate 
actors in approaches to f inanc ing improvements 
in bus iness or iented smal lho lder aquacul ture, 
and to be an entr y po int  for  the pr ivate sector 
on more inc lus ive ways to engage smal lho lders 
in va lue cha ins.

Getting the combination right
The core of  an investment des igned to 
estab l ish or  improve  a smal lho lder aquacul ture 
enterpr ise should be a v iab le bus iness.  Such 
a bus iness should de l i ver  va lue to smal lho lder 
par t ic ipants,  e i ther ind iv idua l ly  or  co l lect ive ly 
and idea l l y  have scope to increase in va lue over 
t ime. Whi ls t  there may be mul t ip le pathways to 
ach iev ing bus iness success for  smal lho lders, 
complementar y investments are usua l ly  needed 
to ach ieve bus iness goa ls,  and de l ivered in 

ways that  fac i l i tate and suppor t  the trans i t ion 
of  smal lho lders towards commerc ia l l y  v iab le 
enterpr ises.  The t ypes of  investments that  can 
be cons idered inc lude the fo l lowing:

•• Improving farm productivity:  Investments 
that deliver improvements and efficiencies in farm 
productivity and profitability are usually required. 
These may include those that improve access 
to quality seed and feed; reduce environmental 
impacts; prevent or treat disease; or facilitate 
adoption of better farm management practices 
or environmental standards. This category of 
investment might also include investments in R&D, 
such as the development of better feeds, resource 
efficiencies or higher yielding fish strains.

•• Improving organisation: Investments in 
“organizational glue”, improving horizontal 
linkages so that smallholders can form groups or 
farmer organisations, and establishing vertical 
arrangements with buyers and suppliers, is 
often necessary. Collectively, farmers can create 
economies of scale for access to goods and 
services and improve bargaining power, improve 
management systems, build social capital and 
create more equitable relations with input and output 
markets. Organisational improvements may include 
those in community services, social enterprises 
and the development of farmer organisations and 
networks that facilitate knowledge sharing and 
cooperative business structures.

•• Access to working capital: Operating costs for 
smallholders, such as in feed, seed, and water 
management require working capital. Farmers 
will commonly need to have access to sources of 
finance for improvements that generate sufficient 
income, in a context where access to credit is a 
common difficulty for many smallholders.  

•• Improving market access:  Investments 
that improve access for smallholders and their 
organisations to output markets and create value 
for products both domestically and internationally 
are required. Market access improvements 
- particularly combined with organisational 
improvements - can generate further value for 
farm products. Such improvements may also 
open opportunities for cooperation with larger 
customers and new markets and may create 
incentives for better management, through, for 
instance, meeting certification standards.
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•• Improving infrastructure: Investments in pro-
duction facilities (e.g. ponds, cages), infrastructure, 
input supplies (e.g. hatcheries) and post-harvest 
facilities may be necessary to improve farm 
performance and add value to products and the 
small holder business. Such improvements will 
often require access to loans with longer pay back 
periods.

The r ight  combinat ion of  these t ypes of 
investment and a v iab le bus iness should be 
at  the core of  f inanc ing schemes for  smal l 
ho lder aquacul ture.  To date though, publ ic and 
pr ivate investments in commerc ia l l y  or iented 
smal lho lder aquacul ture have usua l ly  ta rgeted 
on ly ind iv idua l  components,  of ten have a shor t 
te rm out look and do not cons ider the necessar y 
investments as a whole.  The outcome is that 
investment returns -  both ind iv idua l ly,  and as an 
integrated approach -  have been reduced and 
under va lued, commonly leading to d i f f icu l t ies. 
A l l  aspects need at tent ion over t ime for  the 
enterpr ise approach to work ef fect ive ly and 
create va lue for  smal lho lders.  

Creating value through the 
right approach
The r ight  combinat ion of  investments is  requ i red, 
but the r ight  approach is  a lso necessar y to 
create va lue for  smal l  ho lders.  Among the 
cons iderat ions:

Business model :  A v iab le bus iness needs to 
be at  the hear t  of  the smal lho lder aquacul ture 
enterpr ise.  Bus iness mode ls for  improvement 
should cons ider fa rmers as par t  of  a commerc ia l 
enterpr ise wi th bus iness ar rangements that 
de l i ver  va lue to fa rmers as owners.  The 
bus iness mode l  should cons ider oppor tun i t ies 
that  create more va lue for  smal lho lders r ight 
a long the va lue cha in,  not on ly in product ion. 
Organ isat iona l  e lements – such as the group or 
cooperat ive – need a lso to be operat ing in a 
f inanc ia l l y  susta inable manner.

Investments that support improvements in smallholder aquaculture enterprises

Public and private policy and institutions

Market
connections

Working
capital

Productivity 
improvement

Infrastructure
investment

Farmer 
organizations
and services

“organizational 
glue”
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Time: Investments in smal lho lder aquacul ture 
become susta inable through a sh i f t  to a more 
bus iness or iented approach, as we l l  as access 
to ser v ices and bet ter  funct ion ing va lue cha ins 
connect ing farmers to input and output markets. 
The move to a more formal ised product ion and 
market ing system may take t ime to implement, 
par t icu lar ly  across s ign i f icant numbers of 
fa rmers.  In Aceh, three years of  investment in 
fa rmer and organ isat iona l  capac i t y bu i ld ing was 
needed before v iab le bus iness mode ls star ted 
to emerge. Investments in fa rming ser v ices 
and farmer groups and organ isat ions may 
take some t ime to rea l ise returns and requi re 
d i f fe rent approaches than investments in fa rm 
operat ions.

Schedul ing: Di f fe rent t ypes of  investment 
are appropr iate at  d i f fe rent po ints a long any 
“ improvement pathway”.  Introduct ion of  the 
r ight  sk i l l  sets at  the r ight  t ime into the pathway 
is  key;   there is  no po int  in introduc ing the 
“organizat iona l  g lue” too ear ly  before there is 
fa rmer buy in and commitment.  S imi la r ly,  bu i ld ing 
market connect ions of ten requ i res a suf f ic ient ly 
h igh qua l i t y  product to se l l  in  suf f ic ient ly  la rge 
quant i t ies.  Successfu l  investments in improv ing 
product iv i t y  and organisat iona l  ass istance 
in Ind ia for  example preceded investments 
in improv ing market connect ions.  Where 
oppor tun i t ies for  improved product iv i t y  and 
farm ef f ic ienc ies may be l imi ted yet  the product 
is  ava i lab le in suf f ic ient  quant i t ies,  investments 
in improved market connect ions might be more 
appropr iate for  generat ing va lue to smal lho lders. 

Intermediar y organizat ions: Connect ing 
farmers hor izonta l l y  and ver t ica l l y  w i th 
“organ isat iona l  g lue” of ten requ i res fac i l i tat ion 
through intermediar y organ isat ions.  Intermediar y 
organ isat ions in themse lves may need 
capac i t y to prov ide profess iona l  ass istance for 
enterpr ises,  and there is  a need for  investment 
in capac i t y deve lopment of  both smal lho lders 
and the i r  organ isat ions.  Competent intermediar y 
organisat ions can a lso be channe ls for  ef fect ive 
de l i ver y of  f inance and other ser v ices to 
smal lho lder aquacul ture fa rmers,  but sound 
bus iness mode ls are needed to susta in these 
beyond deve lopment pro jects.  Investment in 
“organ isat iona l  g lue” and the bus iness of  fa rmer 
organ isat ions has rece ived min imal  at tent ion to 
date,  but is  key in mov ing forward.

Faci l i tat ion and analys is:  Circumstances of 
smal lho lder aquacul ture enterpr ises are d iverse 
and there may be mul t ip le pathways and end 
po ints f rom investment.  Bus iness strateg ies 
need to d i f fe rent iate d i f fe rent t ypes of  fa rm 
and d i f fe rent products in d i f fe rent p laces,  and 
the ro le of  publ ic and pr ivate actors in the 
process should therefore be fac i l i tat ive rather 
than prescr ipt ive.  Oppor tun i t ies for  “cata ly t ic” 
investments in smal lho lder aquacul ture in many 
deve lop ing countr ies should be sought out to 
address gaps or inef f ic ienc ies in va lue cha ins 
and should be carefu l  to assess whether the 
e lements needed to cor rect  them, such as 
funct ion ing farmer organ isat ions,  are in p lace. 
Grants and subs id ies a lone can never be the 
bas is of  bus iness p lann ing and should on ly be 
used to temporar i l y  address gaps on the way to 
a se l f-susta in ing bus iness (Kassam et a l,  2011). 

Pangasius arriving at a processing company in Dong Thap province, 
Vietnam. Farmers are not present when the fish is weighed when arriving 
at the factory. Figures are recorded and then communicated back to the 
farmer by the transport agent. Smaller farmers can be disadvantaged 
by such negotiations. Improving access to markets requires support to 
farmer organisations to build commercial skills and increase collective 
bargaining power with buyers. 

Kafue Fisheries delivery truck,  Zambia. Kafue Fisheries is the single 
largest fish farming SME in Zambia, producing tilapia and African catfish. 
The SME provides an example of an aquaculture enterprise moving up 
the value chain from production to marketing for more profitability, now 
targeting markets throughout Zambia and beyond.
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Environmental susta inabi l i t y :  Investments in 
smal lho lder aquacul ture can be a “win-win” for 
smal lho lders and the env i ronment.  Exper ience 
shows that env i ronmenta l  improvements in 
smal lho lder aquacul ture can de l iver  bet ter 
prof i ts  to fa rmers through improved water 
qua l i t y,  ef f ic ient  feed management,  or  reduced 
d isease r isks.  Farmers therefore have incent ives 
to comply wi th env i ronmenta l  leg is lat ion and 
cer t i f icat ion standards when these lead to more 
household income. Investment in smal lho lder 
aquacul ture can therefore be an entr y po int 
for  improved env i ronmenta l  management, 
par t icu lar ly  in areas wi th la rger numbers of 
fa rmers.

Business, not project :  Investments should 
not be cons idered as pro ject  inter vent ions; 
instead they should be made wi th in the contex t 
of  an economic v is ion or investment goa l, 
us ing bus iness pr inc ip les as a foundat ion. 
Durat ion and ex i t  s trategy should be cons idered 
where ex terna l  ass istance is  requ i red. The 
goa l  should be to leave beh ind a funct ion ing 
enterpr ise operat ing as a bus iness.  Investment 
in deve lop ing the capac i t y of  smal lho lders and 
loca l  people to run smal l  bus iness enterpr ises 
is  necessar y to susta in the bus iness as we l l 
as to contr ibute to the long-term improvement 
of   hea l th and employment oppor tun i t ies in 
communi t ies.

Building partnerships
Partnerships are important in increasing the likelihood 
of success with smallholder aquaculture enterprises. 
Public agencies, private investors and smallholders 
and their organisations bring dif ferent skills and 
resources and these complementary partnerships 
can reduce risk and increase the overall chances of 
success. Selection of partners with suitable levels 
of motivation, financial capacity and appropriate 
complementary skills is required.

Investments in product ion assets,  work ing 
capi ta l  and inf rastructure would be most 
su i tab le for  pr ivate and publ ic banks,  but many 
banks are of ten war y of  smal lho lders because 
of  d i f f icu l t ies in dea l ing wi th la rge numbers 
of  customers and concerns over r isk.  Bank 
concerns can be mi t igated by product iv i t y  and 
organ isat iona l  improvements such as par tner ing 
wi th fa rmer groups or intermediar y inst i tu t ions, 
and suppor t ing technica l  organ isat ions which 

reduce r isk and transact ion costs.  Once 
engaged, banks may a lso br ing fur ther sk i l ls 
to enterpr ise deve lopment,  such as bus iness 
mode ls and f inanc ia l  management.

Investments in market access and va lue cha in 
cooperat ion are a lso impor tant for  creat ing 
susta inable oppor tun i t ies for  fur ther va lue 
creat ion.  Improv ing market access and market ing 
may requ i re bank f inanc ing -  such as for  la rge 
investments in improv ing product qua l i t y 
through bet ter  post-har vest  fac i l i t ies -  but there 
are a lso oppor tun i t ies for  bu i ld ing par tnersh ips 
wi th la rge domest ic and internat iona l  customers 
such as seafood buyers and reta i le rs.  Such 
stakeholders can be impor tant par tners in 
connect ing smal lho lder aquacul ture enterpr ises 
to markets and mak ing sk i l ls  ava i lab le to suppor t 
improvements and deve lop ing longer te rm 
contracts that  meet the needs of  both par t ies.

Such coa l i t ions of  par tners that  together prov ide 
the r ight  combinat ion of  investments and sk i l ls 
a re rare to date,  but prov ide rea l  oppor tun i t ies 
for  de l i ver ing soc ia l  and env i ronmenta l  benef i ts. 
Investments in management and organ isat iona l 
a r rangements made poss ib le by such coa l i t ions 
prov ide a means of  reduc ing r isk for  a l l 
par t ic ipat ing par tners and could generate 
s ign i f icant soc ia l  and env i ronmenta l  benef i ts  for 
smal lho lders i f  ach ieved at  sca le.

Aceh, Indonesia. Investments in organisation of smallholder groups 
helped communities to work together to restore and improve aquaculture 
pond infrastructure and management following the 2004 tsunami. More 
recent investment in local community operated service centers have also 
helped improve the technical services available to aquaculture farmers in 
the region.
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Creating impacts at scale
Smal lho lders are an impor tant par t  of  the rura l 
landscape in deve lop ing countr ies across As ia, 
Af r ica and Lat in Amer ica.  As ia dominates in te rms 
of  numbers however,  w i th about 87 per cent of 
the wor ld’s 500 mi l l ion smal l  fa rms (those less 
than 2 ha).  Many of  the wor ld’s poorest  people 
l i v ing in rura l  a reas are to be found in As ia and 
the Pac i f ic  reg ion (Haze l l  et  a l,  2007).  Ch ina and 
Ind ia a lone account for  193 mi l l ion and 93 mi l l ion 
smal l  fa rms respect ive ly,  w i th three other As ian 
countr ies:  Indones ia (17 mi l l ion),  Bangladesh 
(17 mi l l ion)  and V iet  Nam (10 mi l l ion)  ( IFAD, 2011).   
a lso prominent.  Recent ana lyses ind icate that 
more than 16 mi l l ion smal l  fa rms are cur rent ly 
invo lved in aquacul ture in As ia (RLF/ Wor ldF ish 
Center,  2010),  w i th perhaps as many as 20 
mi l l ion g loba l ly.  Ind iv idua l  pro jects can benef i t 
ind iv idua ls and communi t ies,  but the rea l 
cha l lenge in mov ing forward is  to create change 
by work ing at  sca le.  Whi ls t  th is wi l l  requ i re 
s ign i f icant investment,  the soc ia l,  economic 
and env i ronmenta l  benef i ts  to farm  households, 
investors and soc iety wi l l  be s ign i f icant.  Be low 
we ident i f y  a number of  act ions which can he lp 
to br ing about th is goa l:

1.	 Coalition building and creating partnerships for 
investment in smallholder aquaculture and ensuring 
such coalitions have access to the resources and 
skills they need to cover all categories of investment 
and manage risk more effectively.

2.	 Conducting and sharing widely research on business 
cases for smallholder aquaculture investment to 
encourage uptake of models and approaches that 
work for smallholder aquaculture. Business models 
which create sustainable intermediary and farmer 
organisations also need particular attention.

3.	 Investment in intermediary organisations and farmer 
organisations and cooperatives that can deliver 
professional services to smallholders and enable 
strength, security and bargaining power through 
cooperation. There are opportunities for emerging 
ideas of social business to be applied to the business 
of smallholder oriented organisations. 

4.	 Wider networking for knowledge sharing of 
experiences in smallholder aquaculture investments, 
both among smallholders and investors.  Networking 
arrangements can produce greater economies of 
scale and the sharing of experiences across wider 
networks can be used to advocate for greater 
awareness of investment and change in smallholder 
aquaculture.

5.	 Improvements in rural internet access and mobile 
communications platforms are opening opportunities 
for innovations that could connect large numbers of 
smallholder aquaculture enterprises at scale with 
the services needed to facilitate improvements and 
business sustainability.

6.	 Advocacy aimed at orienting public and private 
sector policy and institutions toward investment 
in improvements in smallholder aquaculture 
enterprises. Private corporate social responsibility 
(CSR) investments could be used to bring more 
smallholders into supply chains, and build and test 
smallholder business models.

Capital investment in a small feedmill by a smallholder aquaculture 
group, Bang Huk aquaculture club, Chonburi, Thailand. Financed from 
member savings, CSR investment from a local steel company and a 
government grant for equipment. The shared investment has helped 
reduce feed costs for cooperative members, leading to improved 
profitability of tilapia farming.
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7.	 Developing investment funds and financing 
mechanisms for smallholder aquaculture 
enterprises. There are a number of investment 
funds – from government and philanthropic sources 
– being considered for smallholder aquaculture and 
these developments are welcome. Their impact can 
be increased through partnerships and packaging 
of the investments in ways that cover the spectrum 
of needs across the “improvement pathway”. In 
future, measures which bring about environmental 
improvements for smallholder agriculture may 
gain access to emerging climate change finance, 
and such opportunities should be explored for 
smallholder aquaculture.

8.	 Further investigations should be conducted at 
country level to enable more focused approaches to 
smallholder aquaculture business investments.
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