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Key messages

• Clear and fair contractual arrangements

• Role of agricultural cooperatives

• Dispute resolution mechanisms

• Equitable risk sharing
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1. Introduction

• 2011 Sub-decree on Contract Farming

• Draft Law on Contract Farming

• Prospective 4P Policy

• Need for better protection of smallholders
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2. Research approach 

• Household survey

• Focus group discussions

• Key informant interviews
Crop Sugarcane Rubber Rubber

Organic 
Cassava

Company name Rui Feng Dak Lak Socfin-KCD CACC

Investor country of 
origin

China Viet Nam Europe Cambodia

Business model Nucleus-estate Outgrower

Form of engagement 
with farmers

CF CF CF CF

Province Preah Vihear Mondulkiri Mondulkiri Preah Vihear

Table 1: Models of agricultural investment examined
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Outgrower Model: 

The agribusiness does not 
acquire land for agricultural 
production. It buys 
agricultural products from 
smallholders who cultivate on 
their own land based on a pre-
determined contract that 
specifies the quantity, quality, 
and price. 

Nucleus-estate Model: 

The company invests in its own plantation and 
complements its supplies by purchasing produce 
from independent farmers (who are also out-
growers). This model offers three potential 
advantages for the investor: (i) the guarantee of a 
minimum supply from its own plantation; (ii) the 
production of quality seeds or seedlings for 
farmers; and (iii) a farm in which to experiment 
and demonstrate new methods to contracted 
farmers.
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Contribution of CF to Farmers’ Livelihoods

Farmers’ statements regarding the 
contribution of CF to their livelihood

• Positive impact for rubber and organic 
cassava group

• Negative impact for farmers in sugarcane 
group 

• As positive contribution:

• Increased household consumption 

• Better social life

• Higher school enrolment 

• As negative impact: 

• Over-indebtedness became a key issue. 
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Farmers’ Satisfaction with Contractual Arrangements 

• Sugarcane:

• Overall satisfaction very low

• Satisfaction concerning price, payment and
respect very low

• Rubber:

• Farmers satisfied with the requirements and 
negotiations 

• Level of respect for the CF terms very low

• Organic Cassava:

• High score for price and respect 

• Less satisfied with technical requirements and 
payments 

• Overall satisfaction very good
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3. Key findings and proposed solutions for policy dialogues

Clear contract terms are necessary for effective 
implementation and enforcement 

Issues:

• Unclear and unfair contract terms

• No provisions about penalties or compensation 

• Farmers lacking understanding about contract 
terms and conditions

Proposed solutions:

• Define the required minimum content of a contract

• Require a contract to be registered

• Make legal advice and support available to farmers
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Agricultural cooperatives play a crucial role in 
communication and collective bargaining power in 
contract negotiation

Issues:

• Farmers lacking bargaining power to negotiate contracts

• Even with an AC, farmers wanting to negotiate 
individually

Proposed solutions:

• Support the creation of a representative body to 
negotiate with the company on behalf of farmers 

• Maintain an opportunity for individual farmers to have 
direct engagement with the company

• Make legal advice and support available to individual 
farmers and agricultural cooperatives 9



Women’s participation in contract negotiation and management will strengthen 
the performance of contract farming

Issues:

• Women not fully involved in contract negotiation 
or signing 

• Husband or wife not seeking consent from their 
spouse

Proposed solutions:

• Make clear and compulsory that a contract is 
signed by both husband and wife and that they 
are both authorized to manage the contract 

• Allow for other family members to also be 
mentioned in the contract where appropriate
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Informing farmers of grievance mechanisms will expedite dispute resolution 

Issues:

• Farmers having no specific avenue to file grievances and seek support 
when dispute occurs

• Commune, district and provincial authorities unable to solve disputes

Proposed solutions:

• Provide a mandate to a local public sector authority (e.g., MAFF or 
PDAFF) to receive grievances or complaints 

• Create a local, low-cost, out-of-court dispute resolution mechanism 
that is easily accessible to farmers

• Ensure that disputes are addressed in court if solution not reached 
through this mechanism
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Safeguard measures will protect farmers against business and market failures 

Issues:

• Farmers tied into credit scheme offered by companies 

• Farmers providing land titles as collateral for investment

• Investment failure affecting farmers’ livelihoods and pushing them into debt

Proposed solutions:

• Set a minimum purchase commitment at a minimum price for long-maturing 
crops

• Prohibit the company from taking land title from farmers as guarantee

• Allow farmers to revoke the contract and repossess their land if the company fails 
to fulfil their commitment

• Entitle farmers to receive compensation from the company’s assets in case of 
business bankruptcy 

• Include a right to a minimal compensation in case of business failure
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4. Final message

• Prevent misunderstanding and create the necessary climate of trust

• Provide clear avenues for lodging a grievance and a simple dispute 
resolution mechanism for addressing conflicts

• Support agricultural cooperatives through a 4P policy
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Thanks for Your Attention
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