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Definitions of Key Terms
Below are definitions of key terms used in this report.
A range of stakeholders who get involves in a given or various stages of the
Actors
value chains. These include, but not limited to, input suppliers,
producers/farmers, cooperatives, intermediaries, processors, manufacturers,
wholesalers, retailers, consumers, financiers, governments, Development
Partners, and NGO.
Agribusiness
Refers to the legal entity that deals with everyday management of the
company
agricultural production processes on the ground. Sometimes, the company is
also the entity that invest, but it often works on behalf of the investors.
Agribusiness
Refers to the legal entity that injects the resources and capital necessary to
investor
run the agricultural production processes on the ground.
Agricultural Value A full range of activities needed to create and improve an agricultural
Chain
product, and that a new value is added to the product from one stage to
another, all the way from the production stage in the field to final
consumption by end users, (Bolzani, de Villard, & de Pryck, 2010).
Contract farming
Institutional arrangement for agricultural production carried out based on a
prior agreement between an agribusiness company/investor (buyer) and
smallholder farmers (landholders) for the supply and purchase of a particular
agricultural commodity at the specific time for a given quantity, quality, and
price (Eaton & Shepherd, 2001); (ActionAid, 2015).
Factors of
Resources required as inputs in any agricultural production process. These
Production
generally include land, water, animals (for draught or manure), labour, seeds,
fertilisers, pesticides, machineries, finance, technology, and knowledge.
Smallholder farmer A category of agricultural producers who own land individually or
collectively and is engaged in agricultural production for self-consumption or
for market. Smallholder farmers use principally family labour but also hire-in
external labour either through payment of wage or through exchange labour
groups, very often, smallholder farmers make their livelihood not only out of
farming but also from wage labour, collect of common pool resources and a
variety of non-farm activities. The threshold value of land area that define
smallholders is necessarily arbitrary but in the context of Cambodia (average
size of agricultural landholding of 1.6 ha) the upper limit set in this study is
10 ha.
Responsible
Responsible Agricultural Investment is based on cooperation between
Agricultural
communities and farmers’ organisations, companies, and government,
Investment
particularly local authorities. It comprises a variety of arrangements to
maximise social and environmental benefits for actors involved, including
supporting farmers’ organisations, recognizing their customary land rights,
ensuring women’s effective participation, providing an appropriate and
enforceable legal framework (e.g. fair contracts), ensuring support and
mediation from local authorities, allowing affordable access to credit and
encouraging diversification of crops and livelihood activities.
Economic Land
Land lease arrangement between the Royal Government of Cambodia and an
Concession
investor for the purpose of agro-industrial development. The classification of
land granted as State private land implies that it does not have any public
function anymore. Economic Land Concessions are allocated to companies
or individuals. ELCs were limited to land measuring no more than 10,000 ha
granted for, originally, a maximum of 99 years, but this period has been
reduced to 50 years.
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I.
1.1.

An Overview of Business Models for Agricultural Investments
Introduction

Until 2012, agricultural investments in Cambodia have mainly occurred through large-scale
land acquisition (LSLA) and agricultural operations. The results of LSLA have been
significantly translated into fundamental problems for the communities and risks for the
investors and the government: smallholder land dispossession, market vulnerabilities, land
conflicts, and environmental degradation. One of the consequences is that bona fide investors
are now reluctant to commit to further investment. As a result, the government has
established a moratorium on new concessions and have initiated evaluation of existing ones.
Processes of land conflict resolution have been activated, including through the return of land
to smallholders. Alternative forms of agricultural investments that are potentially more
responsible towards smallholder farmers are being tested and promoted (MRLG, 2017).
In 2019, with support from the Mekong Region Land Governance project, an alliance of
actors sharing strategic interests for Responsible Agricultural Investment has emerged to
tackle these questions. The alliance comprises representatives from governments, local and
international NGO, and research institutes. Working through a theory of change exercise, the
members of the alliance have come together around a shared vision that smallholder farmers
benefit from agricultural investment policies and practices that enable mutually advantageous
partnership with agribusiness companies/investors.
One of the key assumptions underlying the initiative is that stakeholders and policy makers
need a more informed understanding about different AI business models and their regulation
in order to improve and monitor RAI policies. The alliance endeavored to generate evidencebased dialogues on agri-business models that ensure secure land rights, equitable benefit
sharing and inclusiveness of SHF. To nourish these dialogues, comparative research activities
were planned to evaluate these different agricultural investment business models.
As a contribution to the wide study on the inclusive business models for responsible
agricultural investment, this report seeks to provide an overview of key business models as a
basis for a shared understanding and a review of existing policy and regulatory framework for
agricultural development in Cambodia.
The current report is a first contribution to this policy research initiative. Written by
researchers of the Centre for Policy Studies (CPS), it provides an overview of the various
business models for agricultural investments, a review of existing policy and regulatory
framework for agricultural development in Cambodia, and a mapping of institutions as well
as the network of involved stakeholders.

1.2.

What is Business Model?

There are diverse ways that the business entities are operated. These diverse ways represent
different business models. In a practical term, a ‘business model’ is defined as “how any
given enterprise – large or small, informal or formal – does business, markets its products and
sources inputs and finance,” (Kelly, Vergara, & Bammann, 2015).
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With regard to agricultural sector, the pace and quality of sector development is very much
subject to how the required resources are utilised to their best advantages. There is no a single
formula for the best use of these resources. In practice, there are many ways to organise them
across various stages of the value chains: procurement, production, processing, and sales, in
order to achieve an optimal result. These different ways represent diverse models that shall
suit different crop types and contexts. More importantly, these models are not static. They are
tested and adapted to respond to the evolving development context. Therefore, a “business
model for agricultural development,” is defined in this report as “how the production
factors (required resources) are organised among concerned business actors across the value
chains in order to achieve a particular desired agricultural development outcome.”
-

Agricultural Value Chain: is a full range of activities needed to create and improve an
agricultural product, and that a new value is added to the product from one stage to
another, all the way from the production stage in the field to final consumption by end
users, (Bolzani, de Villard, & de Pryck, 2010).

-

Actors: A range of stakeholders who get involves in a given or various stages of the
value chains. These include, but not limited to, input suppliers, producers/farmers,
cooperatives, intermediaries, processors, manufacturers, wholesalers, retailers,
consumers, financiers, governments, development partners, and NGO.

-

Factors of Production: are resources required as inputs in any agricultural production
process. These generally include land, water, animals (for draught or manure), labour,
seeds, fertilisers, pesticides, machineries, finance, technology, and knowledge.

Figure 1: Illustration of business model for agricultural development

Business Actors
Farmer | Investor | Distributor | Wholesaler | Retailer

Land/Water | Labour | Input | Machinery | Finance | Technology
Production Factors
Note: The Figure illustrates how the production factors (required resources) are organised among
concerned business actors across the value chains in order to achieve a particular desired
agricultural development outcome.
Source: Authors

While each business model is organised in order to best use their available resources and
achieved the maximal outcome, some models are more inclusive than the others. (Kelly,
Vergara, & Bammann, 2015) defines an ‘Inclusive Business Model’ as one that “shall
integrate smallholder farmers and other marginalised actors into its business value chain
2

under the condition that they stand to share equitable benefits from their participation.” This
explicitly emphasises that their participation in the value chain could not be interpreted in any
way as inclusive if farmers do not share the economic benefit and prosper.

1.3.

Typology of Business Models in Agriculture

There is a large variety of business models to run agricultural productions activities. We
propose here a preliminary classification of models that are relevant for the Cambodian
context. We situate these models in a large continuum ranging from the smallholder model to
the estate plantation model. In-between these two extremes, there is a wide range of other
business models for agricultural development. Generally, they involve many stakeholders,
including farmers, throughout the value chains. Each of these models include particular
arrangement between smallholders and agricultural investors. What is at stake of course is
how the actors can organise their cooperation to best bring out their mutual benefits.
We have categorised these intermediate models in two categories depending on whether the
agreement is made around i) access to land or ii) access to market for agricultural inputs
and/or outputs1. This distinction between land-based agreement and market-based agreement
reflects on the evolution of agricultural investments. On the one hand, the implementation of
estate plantations – particularly under Economic Land Concession agreements in Cambodia have resulted in considerable number of problems for smallholders and investors. This has
prompted the actors involved to find solution for less exclusive and conflictive access to land
between plantation and the smallholders. On the other hand, an increasing number of
investors avoid to deal with complicated land issues and prefer to intervene directly on
markets upstream and downstream of the agricultural production itself (provision of inputs
and facilitation services for the sale of outputs).
The two major business models at the polar opposites are the Estate Plantation Model and the
Smallholder Model. The Estate Plantation Model is a large plantation model where the
agricultural lands are highly concentrated in the hands of just a few corporate agribusiness
investors or wealthy elites. The Smallholder Model, in contrast, is that the lands are organised
in the form of small farms and widely shared among the family farmers, producing
agricultural crops of their own choice to supply the market.
1. Estate Plantation Model: It is an arrangement that an agribusiness gets hold of a largescale land that can sufficiently produce agricultural products for their own factory’s
processing or export/market without reliance on additional supplies from smallholder
farmers. Generally, the company acquires this large land through lease concession
(Economic Land Concession-ELC) from the host government. The company then hires
the labour and manages the plantation by itself. ELC is the principal institutional
arrangement for state plantation in Cambodia, but it is not the only one. There are also a
number of large rubber plantation privatised from rubber state plantation in 2008 that are
not formalised as ELC. There are also a number of middle scale entrepreneur who
acquired large areas of arable land through various means such as land purchase or
negotiated access to state land (often without any forms of agreement with smallholders

1

Sometimes, the agreement designed by investors and smallholders foresee both access to land and facilities to access markets.

3

living in surrounding areas). When large areas are involved in these deals, the agricultural
production scheme can be considered as an estate plantation.
For the proponent of the model, the estate plantation is expected to stimulate agro-industrial
activities requiring a large capital investment that the State did not have, to develop the socalled ‘under-utilised’ land. It would increase employment in rural areas, offer new
opportunities for labour and employment in the countryside, and encourage local economic
diversification through small and large investments upstream and downstream of the
concession. It would also generate State revenue at national and sub-national levels.

Figure 2: Representation of Estate Plantation Model

Source: Authors

For several actors, however, the estate plantation model is economically inequitable and
politically problematic. People may view it as a throwback to colonial era or even feudal
system. In practice, the implementation of this business model entails several important
shortcomings. Most of the land granted for concessions was in fact occupied or used by
communities under customary tenure arrangements (individual and collective). Because the
process of recognition and registration of land rights has been slow, the overlap of land
claims resulted in many conflicts and sometimes forced dispossession of local communities
(MRLG, 2017). For local people, the main expected benefit in return for loss of land and
access to grazing, water, wild and cultural resources is employment. As several case studies
including field investigation conducted by CPS in Mondul Kiri, jobs are low-paid, and are
often short-term or part-time without social security benefits (Vermeulen & Cotula, 2010),
(Chan, Ngorn, Hour, & Hem, 2020). Additionally, the level of implementation of concessions
or projects has remained low, the creation of jobs has been less than expected and the revenue
for the government is lagging behind (MRLG, 2017).

4

2. Smallholder Model: individual smallholder farmers work on their own lands to grow
particular crops of their own choice for self-subsistence or for commercialisation. They
cultivate their own land and do not tie their crop to any buyer. This model works best for
agricultural commodities that have mass market demand (large number of buyers) and
that niche quality is not a requirement. Farmers and buyers do not need to have prior
contracts or commitment for the supply and purchase, but they are ready to accept any
best offer over the counter in the open market.

Figure 3: Representation of Smallholder Model
Source: Authors

Large Plantation vs Smallholders: It has been a critical subject of debate over a long time
regarding the efficiency between large plantation and small farm model (productivity vs farm
sizes). Small farms are often viewed as inefficient due to their limitation for economies of
scale and mechanisation. It was also argued that smallholder farmers have limited capacity to
adopt new technology and their low productivity won’t generate significant surplus for
further investment. Large farms, on the other hand, could address all these challenges faced
by small farms, have good access to the global market and thus generate sizable profit that
shall pay decent wages to rural workers. Nonetheless, there are evidences that large farms are
inefficient and employ few workers with low wages (Vermeulen & Cotula, 2010).
All in all, there is no firm conclusion whether large farms perform better or other way round.
Each model has its own strengths and weaknesses and is therefore more appropriate for
different crop types, policy contexts, and forms of support available to farmers. On top of
this, there are empirical evidences where smallholders and large-scale investors cooperate
through various ways and therefore arguing large farms against the smaller ones is rather a
false dichotomy (ibid). The key point here is that the economic logic of smallholders and
plantation manager are radically different. Smallholders try to maximise their land or labour
productivity and plantation manager try to maximise their rate of profit.

5

6

1.3.1. Market-based arrangements between agricultural investors and smallholder
farmers (Contract Farming Models)
The market-based arrangement generally takes the form of contract farming that binds the
obligation between the producers (smallholders) and the buyers (agribusinesses). The
agribusiness links the producers and the market. Based on the market demand, the
agribusiness starts to procure particular agriculture produce from farmers through contractual
arrangement.
Contract Farming (CF) is considered here as a group of business models that all share a
common feature: the agribusiness firm that invest in agriculture does not acquire, lease, or
have access to land in any form for the agricultural production, but operates essentially on
inputs and outputs markets. Land remains under the control of smallholders and the firm
chooses to totally or largely rely on smallholder farmers (landholders) to supply them the
agricultural products through contractual agreement. The term out-grower or out-grower
contract has become a synonym of contract farming given the fact that the smallholder
farmers act as out-growers, producing the farm outputs and supply to the company
(ActionAid, 2015).
Farmers carry out the cultivation on their lands and take all the production risk. In such
arrangement, the agribusiness generally agrees to provide upfront support to farmers in the
form of supplies of agricultural inputs (such as seeds, fertilisers, and pesticide), technology
transfer, low-cost credit, and quality control as well as other technical requirement. Contract
farming implies a partnership and mutual accountability that goes beyond market relations
strictly speaking. Smallholder are committed to sell the produce to the agri-business investor
despite other market conditions and circumstances and the investor is engaged to enable
farmers to deliver produces as ascertained in the contract (quantity, quality and time). As
such, CF is an agricultural production that is carried out based on a prior agreement between
an agribusiness (buyer) and smallholder farmers (landholders) for the supply and purchase of
a particular agricultural commodity at the specific time for a given quantity, quality, and price
(Eaton & Shepherd, 2001), (ActionAid, 2015).
Contract Farming is therefore a business model that encourages the partnership between an
agribusiness (buyer) and smallholder farmers (landholders) for the supply and purchase of a
specific agricultural commodity. The essence of contract farming generally carries three main
principles: (1) the tenure rights of the landholders (farmers) are not affected (it remains their
lands and under their control); (2) the quantity, quality, or price of a specific agricultural
product are pre-agreed by the buyer and the producer; and (3) the buyer provides agricultural
inputs, technology transfer, or low-cost credit to the producers. This contractual partnership
between the agribusiness and smallholder farmers may take many different forms. As
introduced by (Eaton & Shepherd, 2001), below are four broad models of contract farming:
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1. Centralised Model: a company works directly with a very large number of independent
smallholder farmers and fully relies on them for the supplies of the agricultural outputs.
The model is highly centralised in that production quotas are assigned to each individual
farmer and that the quality is tightly controlled by the company. The scheme is usually
found in the production of tobacco, cotton, sugarcane, banana, coffee, tea, rubber.
Example in Cambodia: contract farming proposed by FUCHS in Kampot (black pepper).
2. Nucleus Estate Model: Unlike the centralised model, the company is not fully reliant on
smallholder farmers for the supplies of agricultural outputs. In this model, the company
manages its own central estate or plantation that can usually guarantee a throughput
threshold for the processing plant. In some instances, the estate plantation may only
function as nursery and demonstration fields. While the nursery field can ensure proper
seedlings available for the smallholder farmers, the demonstration allows the company to
experiment different methods that provide new knowledge for farmers. Example in
Cambodia: Santana Agro Products in Preah Vihear (cashew nut production).
3. Multipartite Model: The model requires the participation of other concerned
stakeholders to make the contract farming work. This is because there are instances that a
direct bilateral relationship between the company and individual farmers cannot prevail.
For example, the contract farming may require a third party to establish the contract with
smallholders, innovative credit schemes by financial institutions, technical support from
NGO and development partners, certification by the accreditation organisations, and
infrastructure development or loan guarantee by the government. When the contract
farming agreement require an establishment of farmer cooperatives to play the role of
intermediary between the farmers and the company, the model is also referred to as
Intermediary Model. As such, it is a variant of the Multipartite Contract Farming Model.
Example in Cambodia: Signature of Asia, various provinces, rice production with
implication from insurers, banks, international buyers, machinery manufacturer.
4. Joint-Venture Model: It is a type of cooperation between smallholder farmers
(landholders) and the agribusiness to jointly conduct a business venture. The farmers and
the company put together their respective resources as joint investment and therefore coown the business. Generally, farmers contribute their lands and labour while the
agribusiness puts in the capital and technology. As business partners, the farmers and the
company together share the responsibilities as well as profits and all the associated
business risks.
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Figure 4: Representation of Market-Based Agricultural Business Models

Source: Authors

1.3.2. Land-based arrangements between estate plantations and smallholder farmers
Unlike the market-based arrangements in which the agribusiness is placing its focus on
markets in the downstream of the value chain, the land-based models generally entail the
access to lands for the crop production in the upstream of the value chain. It begs the question
regarding how the agricultural lands should be organised between the landowners and the
producers. Generally, the landowners do not work on the production by themselves. Below
are four basic models for the production arrangement between the landowners and the
producers.
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1. Lease Agreement Model: Under this arrangement, the landholders (farmers) lease out
their lands to an agribusiness firm for a fixed and pre-paid amount of lease fee. The
company then works on the lands to cultivate the crops, in accordance with the contract
terms, at their own risk. In other words, it is a mechanism allowing an agribusiness firm
to run lands owned by the smallholders. Example in Cambodia: Socfin-KCD.
2. Management Contract Model: It is an arrangement similar to the Lease Agreement
model. It allows an agribusiness firm to operate the farm of smallholders. Under this
model however, there is no lease fee paid up-front. The agribusiness firm and the
smallholders agree to share a certain proportion of the agricultural output, thus sharing the
production risk. The management contract carries the connotation of stewardship rather
than acquisition of land: the company manages the farmland on behalf of the landholders
or smallholders for agricultural production.
3. Tenant Farming Model: It is the opposite version of the Lease Agreement Model in
terms of control over and access to the land. It allows tenant farmers to run farms on lands
held by an agribusiness firm. Smallholder farmers rent pieces of farmlands through a
tenancy agreement. Farmers pay upfront rental fee to the agribusiness and then cultivate
the crop at their own risk.
4. Sharecropping Model: is the opposite version of the Management Contract Model.
Sharecropping mechanism allows participating farmers to get access to the land held by
an agribusiness for agricultural production. The agribusiness (landholder) allows the
sharecroppers to use the land for crop cultivation without paying an upfront rental fee.
Instead, smallholder farmers agree to share the crop output or its proceeds with the
agribusiness. The model spreads the production risk between smallholder farmers and the
landholder.
Figure 5: Representation of Land-Based Agricultural Business Models

Source: Authors
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II. Policy and Regulatory Framework for Agricultural Development in
Cambodia
2.1.

National Policies, Strategies, and Plans Concerning Agricultural
Development

The Royal Government of Cambodia has formulated various policies, strategies, and plans in
order to guide and facilitate the best allocation and use of available resources and
opportunities in order to deliver the economic growth and development outcomes for
Cambodia. Among those, key policies, strategies, and plans that are relevant for the
development of agricultural sector in general, and more particularly related to CF and
Economic Land Concessions (ELC) development include:
Table 1: Summary of relevant national policies, strategies, and plans

No. Policies/Strategies/Plans
Overarching Policies/Strategies/Plans
Rectangular Strategy Phase IV
1
Industrial Development Policy
2
National Strategic Development Plan (NSDP)
3
Agricultural Strategic Development Plan
4

5
6
7

Crop Specific Policies
Policy Document on Promotion of Paddy Rice
Production and Export of Milled Rice
National Cassava Policy
Cashew Nut Sector Policy

Period
2018-2023
2015-2025
2019-2023
2019-2023

2010-2015
2020-2025
under work

Rectangular Strategy (RS) is the highest policy platform of the government of Cambodia that
sets the key priorities for the 5-year national strategy for the socioeconomic development of
Cambodia and closely related with the 5-year National Strategic Development Plan. The
name of the strategy comes from the shape of the diagram that summarizes these high-level
priorities. The current RS is the 4th generation and covers the period 2018-2023. The Strategy
commits to deliver growth, employment, equity and efficiency necessary for attaining a longterm goal that Cambodia seeks to become an upper-middle income and a high-income
country respectively by 2030 and 2050 (RGC, 2018). The government believes that
agriculture sector and rural development is a crucial driver that ensures inclusive and
sustainable development. The sector remains a strategic focus of the RS. Therefore, the
promotion of agricultural sector and rural development is a key strategic priority of the RS. It
is expected that agriculture will help generate jobs, ensure food security, and reduce poverty
as the sector accounts for 41.5% of total employment. Employment in agriculture decreases
as a result of structural transformation of the Cambodian economy but will remain important
because the creation of [unskilled] jobs in secondary and tertiary sector is limited.
National Strategic Development Plan (NSDP) 2019-2023 is a strategic document to guide the
implementation of the Rectangular Strategy Phase IV. NSDP clearly sees the promotion of
agriculture and rural development as strategic mean to realize inclusive and sustainable
development for Cambodia as set out in the RS IV. It therefore sets a strategic goal to
11

strengthen the role of the agriculture sector in generating jobs, ensuring food security,
reducing poverty, and developing rural areas. Among the top 10 focuses, the NSDP
prioritizes: i) upgrading the processing industry through the promotion of private investment
in agricultural products with high potentials; and ii) strengthening the management of ELC
and granting SLC to poor households for family-based agriculture (RGC, 2019a).
The Council for the Development of Cambodia (CDC) is a key institution that tries to attract
and mobilize investments for Cambodia. For the support of agricultural and rural
development, the CDC prioritizes the following actions in the NSDP: i) review the feasibility
for establishing the agricultural processing zones and provide incentives to companies located
in those areas; ii) co-organize business and investment forum to attract more investors in
agro-processing industry; iii) participate in the review and discussion of incentive policies for
companies investing in the agro-processing industry; iv) cooperate with relevant ministries
and agencies to promote and encourage the private sector to establish export agricultural
processing areas; and v) participate in the formulation and development of strategies and
master plans for agro-industrial processing areas (ibid).
Agricultural Strategic Development Plan (ASDP) 2019-2023 is a sectorial plan that is
responding to the priorities of the Rectangular Strategy Phase IV and National Strategic
Development Plan 2019-2023. ASDP envisions that Cambodia’s agriculture sector will be a
modernized, competitive, inclusive, climate resilient, and sustainable, contributing to the
improvement of improve the income, prosperity, and welfare for farming households and
Cambodian citizens. A strategic goal that it seeks to achieve is “improving the productivity,
diversification, competitiveness, and commercialization of agriculture.” Among the ten
approaches the plan employs, three most relevant for CF and ELC development are: 1)
strengthen the capacity of Agricultural Cooperatives (AC); 2) strengthen and expand the
association of smallholder rubber; 3) promote the diversification of high value crops and
investment on agro-processing of key commodities (MAFF, 2019).
Priorities for the development of AC are: i) encourage AC to become a large-scale production
scheme by linking them with agribusiness through CF arrangements, a key measure to
address marketing issues ii) implement the AC Law; and iii) strengthen the capacity of
registered AC so that they can participate with the private sector across the value chains
through private sector and AC partnership. Per the experience during the ASDP 2014-2018,
low price of agricultural produce after harvest remained a challenge for farmers and wide
practices of CF shall have helped mitigate the negative impact for farmers. For the promotion
of agro-industry, the ASDP prioritizes the implementation of CF so that the producers, AC,
and collectors are well connected. Further, the government will facilitate the establishment of
agro-industrial parks for processing and export of agricultural products (ibid).
Regarding the rubber production, the ASDP plans to implement demonstration farms using
smart technology in order to encourage the adoption of appropriate technology by rubber
farming households. The plan suggests the need to form farmers into groups following the
agricultural cooperatives institutions so that they become more entrepreneurial and
competitive in the market. CF is also seen as a mechanism to promote the link between
rubber producers and processing companies.
It is estimated that the ASDP implementation requires a total resource of 3,842,582 million
riels over five years (ibid). The estimated budget for current expenditure is 1,359,829 million
riels. Of the current budget, 179,696 million riels is allocated for the enhancement of
12

productivity, crop diversification, and agribusiness; the other 635,798 million riels is for
strengthening institutions, supporting agencies, and human resources in agricultural sector.
Industrial Development Policy (IDP) is another overarching government policy that was
developed in order to provide market orientation and enabling environment to promote the
industrial development in Cambodia over the period 2015-2025. The policy gives high
priority to the promotion of agro-processing industries through encouraging FDI and
domestic investment for both export and import substitution. In its second strategic pillar that
aims to develop and modernize SMEs, IDP clearly emphasizes the need to strengthen
industrial linkages between domestic and foreign enterprises, specifically in the agroindustrial sector. Down to the strategic priorities, IDP highlights agro-industrial production
for export and domestic markets as its third priority sector. Supporting industries for the
agriculture is also gaining its importance in the fourth priority. IDP specifically targets to
increase the export of processed agricultural products from 7.9% in 2013 to 12% of all
exports by 2025 (RGC, 2015).
In addition to all these national strategy, policy, and plan to support agricultural and rural
development, the government further commits to develop more new policies and legal texts
to strengthen the sector growth. Currently, the priorities were given to: i) the Master Plan for
Agricultural Development (MPAD) toward 2030; (ii) CF Law; and CF Policy. The MPAD is
now in its final stage. The CF Law is in its initial draft and being reviewed by the internal
working group at MAFF. DAI is currently initiated the concept note for the CF Policy
development, but it hasn’t taken step to formulate a specific working group yet.
At the crop level, Cambodia has planned to develop crop-specific strategy and policy in order
to encourage private investment and promote the agro-processing for certain potential
commodities (RGC, 2019). Rice Policy was the first crop-specific policy that was developed
in 2010. Policies on Cassava, Pepper, and Cashew are in progress at different stages. Other
potential commodities that have gained the attention for such kind of specific policies include
mango, banana, rubber, and vegetable.
Rice Policy (2010-2015), more specifically, the Policy Paper on the Promoting of Paddy
Production and Rice Export, was crafted in 2010 by SNEC in order to promote the export of
milled rice (white gold) out of the sizable surplus of paddy production that Cambodia has
generated since early 2000 (RGC, 2010). The policy took a value chain wide approach,
employing short to medium and long-term measures to facilitate different stages from
production and processing to logistic and marketing. It encourages the establishment of
various supporting institutions including farmer organizations. The policy also promotes the
contact farming model and shapes the public investment on needed infrastructure such seeds,
irrigation, rural electricity, and so forth. Since then, the policy has significantly increased the
export earnings although it does not strike its ambitious 1 million metric tons target in 2015.
The total export in 2019 was 620,000 metric tons2. ARDB and Cambodia Rice Federation
(CRF) are two important institutions that support the rice policy implementation. It does not
seem the Policy is currently active or presents new direction for the post-2015 timeline.
National Cassava Policy (2020 to 2025) is developed to address the challenges of cassava
value chain, which is highly dependent on export of raw materials due to limited processing
capacity. The policy has an ambitious goal to position Cambodia as a home of cassava
2

CRF website (www.crf.org.kh), 11 May 2020.
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processing industries and a reliable supplier of cassava-based products for global markets
(RGC, 2020). It seeks to assist farmers to become a commercial oriented producer, support
the improvement of domestic processing capacity, and enhance the trade facilitation and
competitiveness through cost reduction. The policy aims to realize such export capacity and
expectation by 2023, bringing Cambodia’s cassava starch and related products to various
markets. With support from c, MOC is leading the policy initiative in close cooperation with
Ministry of Agriculture, Forestry and Fisheries (MAFF) and other ministries such as MEF,
MIME, MOE, CDC, MPWT, and MOI for the implementation.
Cashew is a crop that is widely grown by smallholder farmers and on estate plantations. It
benefits from bilateral trade agreement signed between Cambodia and Vietnam where it is
mainly exported (UNDP, 2019). To enhance the value chain of the sector, the government
plans to develop a national policy in order to address the sector constraints, facilitate the
participation of the private sector, develop processing capacity in Cambodia, and strengthen
the producer’s roles and benefits. Under the leadership of MOC with support from USAID’s
HARVEST II Project and other partners such as HEKS, a working group has been
established to lead the policy formulation. A study has been conducted in order to collect
evidence and provide recommendation to the working group.

2.2.

Legal and Regulatory Framework Concerning Contract Farming

Although it was not widely found in Cambodia, CF was practiced since the 1990s. After the
war and the socialist regime of the 1980s (People Republic of Kampuchea and the State of
Cambodia), an independent private sector was progressively re-established at the end of the
1980s leading to some contract farming practice to re-emerge locally through loan being
provided by input suppliers to farmers. Larger CF arrangements emerged at the end of
1990’s.
The British American Tobacco (Cambodia) Limited started contract farming with
smallholder farmers in 1996. Another example of an early contract farming scheme is a
project implemented by Angkor Kaksekam Roungroeung, a rice miller company that
procures the supply of paddy rice from farmers through pre-agreed contracts. There was no
specific legal framework on CF at the time, but the Law on Contracts and Liabilities (1988)
was the basis and played an important role.
Table 2: Summary of CF related regulatory framework

No. CF Related Regulatory Framework
1
Law on Contracts and Liabilities
2
Civil Code of Cambodia
3
Sub-decree #36 on Contract Farming
4
Law on Agricultural Cooperatives
5
Law on Contract Farming

Year of Enactment
1998
2011
2011
2011
Draft

The Law on Contracts and Liabilities (1988) was a key legal instrument at the time and
reference for the governance of CF and other types of contracts thereafter. The law defined a
contract as “an agreement between two or more persons to create, change or terminate one or
more obligations which bind them,” (RGC, 1998). The law applied to contracts made either
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orally or in writing. The provisions under this law were mostly integrated into the Civil Code
of Cambodia (2011). Therefore, the Law on Contracts and Liabilities (1988) has somehow
been obsolete.
The Civil Code of Cambodia (2011) is an important legal instrument that came into effect in
2011 and set provisions regarding contractual relationships. The Code has specific section
(Book 4) on obligations, in which contracts are included. It provides protection and
regulation for general obligations, obligation through contracts, and other specific types of
obligations. Beside the general terms and types of obligations, the Code sets more detailed
provisions on the declaration of intents and contracts, performance of contracts, remedies for
breach of contracts, and burden of risks. (RGC, 2011a)
A specific legal framework for CF became a priority when the government developed the
Rice Policy in 2010 to promote the export of milled rice. To meet the export quality and as
well to ensure regular and consistent supply of paddy rice, CF was identified as a priority
solution and therefore a specific sub-decree on CF was issued in 2011.
Sub-decree #36 on CF (2011) is an important legal text that is specifically targeting the
promotion and regulation of CF in Cambodia. It comprises 5 chapters and 13 articles. Key
objectives of the sub-decree are to: i) strengthen the responsibility and trust between
producers and purchasers based upon the principles of equality and justice; ii) ensure the
accuracy of the prices, purchases, and supply of agricultural produce, both quantity and
quality; iii) increase the purchasing, processing, and exporting of agricultural produce; and
iv) contribute to the national economic development and the poverty reduction in pursuance
of the Royal Government policies. (RGC, 2011b)
The sub-decree applies to all types of contract farming businesses that involved the
production, sales, and purchase of agricultural products. It involves a wider range of activities
which include: i) cultivation of all kinds of crops; ii) sericulture, arboriculture, aquaculture,
animal husbandry, etc.; iii) production of crop seeds, livestock breeds, aquatic animal species,
and vegetation species; iv) agricultural produce processing; and v) contract-based purchase of
agricultural produce to supply the markets, for processing factories, or for export. MAFF is
designated as the lead institution for the communication, coordination, and provision of
technical services in order to facilitate the Development of CF. The Sub-decree stipulates the
establishment of Coordination Committee for Agricultural Production Contract (CCAPC)3 as
means for MAFF to collaborate with relevant government ministries and institutions to
implement their below roles as defined in the sub-decree:

-

Foster the relationships between investors and farmers, and producers and processors;
Promote and strengthen the formation of farmer associations, agricultural
communities, or agricultural organizations;
Enhance the standard, classification, and quality of agricultural products to conform
with the markets demands and international norms;

3

The committee is chaired by the Minister of Agriculture, Forestry and Fisheries with a Secretary of State of the Ministry of Interior as
deputy chairman. The other members are Secretary of State from various ministries (Council of Ministers, Ministry of Economy and
Finance, Ministry of Commerce, Ministry of Environment, ministry of land management, Urban Planning and Construction, Ministry of
Water Resource and Meteorology, Ministry of Rural Development , Ministry of Justice, Ministry of Public Work &Transportations,
Ministry of Mines &Energy), the Secretary General of CDC, Secretary General of Council for Agricultural and Rural Development
(CARD), Chairman of Cities and Provincial Municipals, the General Director of the Rural Development Bank and the President of
Cambodia Chamber of Commerce.
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-

-

Resolve conflicts and other problems pertaining to the implementation of CF;
Facilitate the access of legitimate rights on land in accordance with the existing law(s)
for producing parties, and farmers in conducting agri-business and agro-industry;
Facilitate the access to the technical supports, crop seeds, aquatic animal species,
vegetation species, good animal breeds, means of production, fertilizers, high quality
of pesticides;
Enhance the intensive production and agricultural diversification and competitiveness
in response to the domestic market demands and exports;
Facilitate agri-business, agro-industry, and exportation; and
Strengthen and expand the capacity in sanitary and phytosanitary inspection.

The Sub-decree also has provisions regarding the rights and obligations of producers and
purchasers, and the formality and the implementation of CF. However, the sub-decree does
not provide any specific information about the conditions and rules under which contract
farming need to be signed, implemented neither about conflict resolution mechanisms. Subdecree on CF was a quick solution for short-term need, but not sufficient to facilitate and
regulate CF implementation. As per the sub-decree, the government envisioned the plan to
develop a further comprehensive policy and legal framework for both the promotion and
regulation of CF. The Law on CF is now in the pipeline. MAFF has initiated a working group
to undertake the formulation of the Draft Law on CF. The working group is led by a
Secretary of State and supported by USAID through HARVEST II Project. A preliminary
draft of the Law is being reviewed by the working group. It is not yet publicly available.
While the Law will strengthen the regulation of the CF practice, the government expects to
also develop specific policy on CF in order to provide incentives and facilitation that would
promote the application of CF as widely as possible.
The Law on Agricultural Cooperatives (2013) is another important legal instrument that
directly concerns CF. The purpose of the law is to promote voluntary participation of every
Khmer citizen whose primary occupation falls within agricultural production systems, agroindustry, agri-business, or services related to agricultural production in establishing and
developing agricultural cooperatives in order to enhance their economic, social and cultural
status and to contribute to the economic development. The law regulates the establishment,
functioning, and management of AC, AC unions, and Cambodian AC alliance as well as the
supporting mechanisms. Some sections of the law specifically deal with requirement and
procedure for the establishment and registration of the Agricultural Cooperatives. (RGC,
2013)
The law empowers farmers to organize themselves into groups so that they can establish,
own, and manage a farming enterprise collectively to gain various benefits such as access to
credit, inputs, and sale market for agricultural outputs but also in the ability to negotiate the
prices with middlemen, agribusiness companies or investors. Article 4 of the Law defines
agricultural cooperative as a private legal entity and agriculture-based economic enterprise
which is voluntarily established by natural persons through joint investment, joint ownership
and joint management in a democratic manner in order to enhance agricultural production
capacity, agro-industry, agri-business, or services related to agricultural production aimed at
raising economic, social and cultural status of members in accordance with the following
basic principles: voluntary and open membership; democratic member control; member
economic participation; autonomy and independence; education, training and information;
cooperation among agricultural cooperatives; and concern for community.
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The law encourages the formation of agricultural cooperatives as the basis to develop
contract-based agriculture. Agricultural Cooperatives may have an important role to play in
contract farming as intermediate (see multi-partite model above). They could be an interface
between the agribusiness company/investors and the smallholder farmers in terms of
contracting but also to facilitate the provisions of inputs and collection of output before sale.
The law suggests the establishment of specific mechanisms to support the implementation of
the law and the functioning of the AC. Key mechanisms include the “Policy Board of
Agricultural Cooperatives” and the “Agricultural Cooperative Development Fund.” The
Policy Board of Agricultural Cooperatives is supposed to be chaired by MAFF minister and a
multi-stakeholder platform that comprises members from concerned ministries, AC alliances,
private sector, and civil society. Agricultural Cooperative Development Fund (ACDF) is on
the other hand a facility to support and promote the functioning of agricultural cooperatives.
ACDF can mobilizes funds from various sources including (1) contribution from the
government; (2) donation in cash or in kinds; (3) financing from the government or other
sources; (4) proceeds from the sale of properties acquired under (2) and (3); and (5)
contribution from agricultural cooperatives that directly benefit from ACDF.
Circular on CF Implementation (2017). This is a ministerial circular (Circular No 196
SRNN.KSK) released by MAFF that tries to address issues that have occurred during the
implementation of CF since the release of the sub-decree in 2011. The text specifically
mentions issues of mistrust, price guarantee, lack of compliance with procedures, inactivity
of organization involved and lack of communication between investors and procedures. The
circular provides additional advices and place DAI at a central stage in the approval of the CF
application and in the monitoring of CF implementation. However, it does not seem to
provide much information and guidance to implement CF more strictly.
Manual for Contract Farming in Cambodia (2018). This is practical handbook for economic
stakeholders and supporting institutions involved in Contract Farming. It has been developed
by the Department of Agro-industry (DAI under MAFF) in collaboration with Supreme
National Economic Council and funded by the Agence Francaise de Development (AFD).
The document is not legally binding and as such, it does not constitute a must-follow
procedure to design and implement contract farming in Cambodia. Nonetheless, it is
supported by MAFF and provides useful detailed guidance to implement CF. In addition to a
general introduction on CF and the institutional context of CF in Cambodia, the handbook
details i) procedure for the facilitation of CF negotiation and registration of contract, ii)
contract content and advice for contract negotiation and writing, ii) monitoring and
evaluation mechanisms of contract during and after implementation, mechanisms for
conflicts resolution in CF implementation, and principle to ensure the supply for farmer
organizations / cooperatives involved in CF. The handbook is rich of case studies of CF
across the country. Interestingly, it also includes application forms to DAI and to PDAFF as
well as templates of contract farming agreement.

2.3.

Legal and Regulatory Framework Concerning ELC Development

Economic Land Concession is the mechanism that the government can grant state private
land through concession contract to concessionaires for agricultural and agro-industrial
exploitation. The mechanism has been a main driver to promote the plantation estate model in
Cambodia since 2005. There are now 229 ELC projects, covering more than one million
hectares. The Land Law (2001) and the Sub-decree #146 on ELC are the two main legal
instruments that explicitly support and promote the ELC business models for agricultural
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development in Cambodia. Besides, other regulatory frameworks that also support, but less
directly, for agricultural sector and ELC investment include the Sub-decree #19 on SLC, the
Investment Law, and the Sub-decree #111 on the implementation of the Law on the
Amendment to the Law on Investment.
Table 3: Summary of ELC related regulatory framework

No. ELC Related Regulatory Framework
1
Law on Public and Private Partnership (PPP)
2
Law on Investment (LOI)
3
Sub-decree #111 on the implementation of LOI
Land Law
4
Sub-decree on Economic Land Concession
5
Sub-decree on Social Land Concession
6

Year of Enactment
Draft
1994/2003
2005
2001
2005
2003

Land Law (2001) devises a mechanism, called economic land concession, to grant large scale
lands to private sector in order to attract investment, necessary to promote the agro-industrial
development and rural employment. The law provides good provisions for the recognition of
land tenures for smallholder farmers by acknowledging their customary occupation and use
(RGC, 2001). The law also supports social land concession, a mechanism to allocate state
private land to vulnerable farmers who are land-poor or landless. Since 2001, the law has
become outdated and the MLMUPC is now discussing the plan to make the amendment.
Sub-decree on ELC (2005) is an important tool to operationalize the Land Law’s provisions
on ELC. It sets the criteria, procedures, mechanisms, and institutional arrangements for
initiating and granting new ELC as well as for the monitoring of all ELC contracts. The
granting of ELC was justified on the expectation that it will foster the agro-industrial
development and generate income for rural households through employment (RGC, 2005a).
Priorities are given to projects that offer new technology and exceptional access to processing
or export markets. The policy also encourages the linkage between SLC and ELC, but it has
never been so implemented. The sub-decree contains good safeguards for local people that
would potentially be affected by the project. For example, it requires EIA assessment,
registration as state private land, resettlement plan, and consultation with local authorities and
affected people. However, the actual ELC implementation has often faced numerous conflicts
with the local communities. As meant to limit the opportunity for land speculation, the subdecree does not allow the concessionaire to sub-lease whole or part of ELC to other third
party. Nonetheless, this at the same time restricts the opportunity for the concessionaire to
mobilize partners and resources to implement the ELC in various models.
Sub-decree on Social Land Concession (2003) is a land allocation mechanism that respond to
the social purpose, distributing state private land to vulnerable farmers who are land-poor or
landless. They constitute a legal mechanism to transfer state private land for social purposes
to the poor who lack land for residential and/or family farming purposes (RGC, 2003a). The
national SLC programme differentiates between three types of concessions: one managed by
the government to address civil poor landlessness; a second managed by the government to
address the demobilization of soldiers from the Royal Armed Forces; and a third co-managed
between the government and donor organizations also to address civil poor landlessness. Full
ownership rights to SLC land are only acquired after 5 years and full occupation and use of
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the allocated land. Altogether, the SLC programme as of June 2014 the total number of
recipients of Social Land Concessions for all three programmes was 12,374 families in
respect of 113,167 ha of land registered (for settlement, infrastructure and agriculture).
(MLMUPC, 2014). This is arguably very little in comparison of the need for land by
smallholder farmers and the total area granted as Economic Land Concessions to a few
companies, even if the total area has decreased considerably. Among many other purposes,
the SLC is supposed to facilitate economic land concessions by providing lands to workers of
large plantations for their residential purposes or family farming. So far, none of the SLC
programmes have been formulated in such a way.
The Law on Investment has been a primary scheme that the government has adopted for
attracting foreign investment into Cambodia. The Law was promulgated the first time in 1994
and was later amended in 2003. The Law is now (2020) under the second amendment. The
types of incentives provided by the Law on Investment include: 0% of profit tax for certain
periods; 100% exemption from import duties; 100% exemption from export tax; and
repatriation of profit (RGC, 2003b). The first amendment had changed the way the incentives
were given. The eligible sectors for the incentive were pre-identified in the 1994 Law
version; the 2003 Law Amendment, in contrast, only listed the ineligible investment
activities. The amendment therefore made the Law become more liberal, allowing investors
to have wide options of investment opportunities outside the ineligible investment activities.
For that reason, the Law does not indicate any particular sector for preferential treatment.
Therefore, none of the words such as agriculture, agroindustry, processing, and farm could be
found in the Law Amendment (2003).
The sub-decree #111 (2005) on the implementation of the Amendment to the Law on
Investment provides more detailed information on the types of investment activities that are
not eligible for the incentive, called Negative List. Overall, the List contains 46 items of
investment activities, but in most instances, the incentive does not apply if the investment on
those activities fall below certain minimum sizes in monetary and area terms (RGC, 2005b).
For example, the negative list restricts incentives for “production of food products and
beverages with the investment capital less than USD 500,000 (five hundred thousand).” Such
an incentive scheme clearly favours large investors and is therefore discriminating against the
small ones. Nonetheless, it is arguably that the minimum investment threshold is not too high
to jeopardize the participation of local or small-scale investors. With regard to investment
activities in agriculture and agroindustry, they are also part of the Negative List. But, similar
to many other activity items, the incentive scheme still applies if the investment exceeds
certain requirement. Below is an excerpt from the Sub-decree #111 that sets out some criteria
if an investment in agriculture or agroindustry is qualified or not for the incentive scheme.
40. Agricultural production:
40.1 Paddy farming less than 1000 (one thousand) hectares
40.2 All kinds of cash crops less than 500 (five hundred) hectares
40.3 Vegetables less than 50 (fifty) hectares
41. Livestock production
41.1 Cattle husbandry less than 1,000 (one thousand) heads;
41.2 Dairy farm less than 100 (hundred) cows;
41.3 Poultry farm less than 10,000 (ten thousand) heads;
……
44.2. Processing of any kind of cereals and crops products for export with
the investment capital less than USD 500,000 (five hundred thousand).
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The Law on Public and Private Partnership (PPP) is an important legal text, as was raised by
the National Alliance on Responsible Agricultural Investment (RAI) that might have great
impact on the CF or ELC implementation. The law is still in draft, which is under the
coordination and leadership of Ministry of Economics and Finance (MEF) and support from
ADB. The latest draft that was shared for discussion was June 2019. The draft law aims to
govern, promote, and facilitate public-private partnerships (PPP) in public investment
projects for social and economic development in Cambodia (RGC, 2019b). The scope of the
draft law mainly focuses on public infrastructure and service sectors to be specified in
separate sub-decree. It is not clear how the draft law would be relevant for agricultural
development projects.

III. Institutional Arrangement and Networks of Stakeholders
3.1.

Stakeholders Concerning Contract Farming

There is a growing number of initiatives revolving around contract farming in Cambodia.
There are presented schematically in the diagram below and in more details in subsequent
paragraphs.
Figure 6: Concerned stakeholders and their relationship

Source: Authors

Contract Farming Coordination Committee (CFCC): Was established in 2017 as a
mechanism to ensure the implementation of the sub-decree on CF. The committee is an interministerial body, comprising members from 18 concerned ministries and institutions and all
25 capital and provinces. It is chaired by the Minister of MAFF and assisted by DAI. Key
20

roles of the committee include: i) developing the policy and strategic plan for the promotion
of the CF; ii) facilitating and strengthening the harmonization between parties to CF; and iii)
intervening or reconciling CF conflicts that are beyond the capacity of the expertise
institution or require settlement by inter-institutions. It is reported that the committee meet
regularly on a six-monthly basis to take stock of the progress and discuss future action.
Other concerned government ministries and institutions are included in the inter-ministerial
committee, CFCC. They include MOI, CDC, COM, MOC, MLMUPC, MOWRAM, MRD,
MOJ, MPWT, MIH, MME, MEF, MOE, ARDB, CARD, CCC, and CPMEC.
Working Group on CF Law Development: The committee is chaired by a Secretary of State
of MAFF and has a mandate to oversee the development of the draft CF Law.
Department of Agro-Industry (DAI/MAFF): It is a technical department under MAFF with a
key responsibility to promote and manage the agro-industrial development in Cambodia, both
inside and outside ELC projects. With regard to Contract Farming, DAI is designated as a
secretariat to assist the CFCC for the promotion and regulation of CF. As specified in the
sub-decree on CF and subsequent circular on the implementation of CF, DAI has a key role
in approving the application and registration of CF projects and in the monitoring of the
implementation of CF agreement.
Ministry of Commerce (MOC): MOC is a government ministry responsible for regulating and
promoting commerce and international trade. MOC is also one of the members in Contract
Farming Coordination Committee, chaired by MAFF Minister. To support the trade
facilitation for agricultural products, MOC, in cooperation with other ministries and support
from partners, commits to develop a several crop-specific policies. For example, Pepper
Policy was already issued while Cassava Policy is in draft version and awaiting approval by
the COM. Cashew Policy is still at the early stage – with a working group already formulated
and the feasibility already being conducted. MOC is the government’s lead agency
implementing the AIMS project, an IFAD-funded initiative, that seeks to improve the value
chain of five crops such as vegetables, backyard chicken, fragrant rice, cassava, and raw silk.
Cambodia Rice Federation (CRF): CRF was established in 2014 with a mission to promote
and protect long-term quality and reputation of Cambodian rice in the international market.
As a federation, CRF comprises 292 members from diverse but related business backgrounds
including rice exporter federations, farmer federations, rice miller associations, rice export
companies, and logistics companies. CRF represents Cambodia rice industry at domestic and
international stage. It does not have an agenda to promote any specific investment model, but
coordinates and works with all members to improve farm productivity, milling techniques,
and export processes to meet international demand and standard. Major export markets for
Cambodian rice include Europe, China, Australia, New Zealand, and ASEAN.
USAID/HARVEST II: It is a USAID-funded five-year project (2017-2022) that supports the
horticulture sector in Cambodia’s four provinces. The project works directly with farmers to
improve their crop cultivation and help connect them with market. In their plan, HARVEST
II aims to support the development of 14 policy and regulatory documents. Currently, it
works with DAI to assist the formulation of draft law on contract farming. In cooperation
with HEKS, it supports MOC for the development of Cashew Nut Sectoral Policy through the
Cashew Nut Working Group supported by Grow Asia’s Cambodia Partnership for
Sustainable Agriculture. HARVEST II also supports MAFF to develop a 5-year Master Plan
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on Horticulture, which also includes provision for plant protection and quarantine, an
initiative of the Fruit and Vegetable Working Group supported by Grow Asia’s CPSA.
UNDP: In cooperation with MOC and MAFF, UNDP Cambodia has implemented a Cassava
Project with aim to improve the export of cassava products through increasing the production
and processing capacity and standards. The project seeks to improve the organization of the
cassava sector, by facilitating the coordination and negotiation among concerned stakeholders
which include producers, processors, exporters, trading partners, and the government. The
project assists the processors and exporters to improve their export readiness. UNDP has
maintained its engagement with Green Leader Co., Ltd., a company that seeks to process and
export cassava products from Cambodia, in order to facilitate the contractual relationship
between the company and the smallholder producers of cassava.
FAO: Is one of the partners that support the development and implementation of the ASEAN
Guidelines on Promoting Responsible Investment in Food, Agriculture and Forestry. FAO is
also a UN agency that promotes the implementation of the Voluntary Guidelines on the
Responsible Governance of Tenure of Land, Fisheries and Forests (VGGT) in the Context of
National Food Security in order to ensure secure tenure rights and equitable access to land,
fisheries and forests. With fund support from the EU, FAO Cambodia is currently piloting
FLEGT project with the community forest. Besides, FAO is also working with MAFF and
other partners to promote Good Agricultural Practice (GAP) in Cambodia.
IFAD: Is a key partner in agriculture financing and is currently funding a few important
projects in Cambodia such as:
-

ASPIRE (Agriculture Services Programme for Innovation, Resilience and Extension):
is a project that aims to improve the extension services available to Cambodia’s
smallholder farmers. MAFF is the lead implementing agency. The project has a total
budget of USD 52.5 million that covers 11 target provinces: Battambang, Kampong
Chhnang, Kratie, Pursat, Preah Vihear, Stung Treng, Kampot, Takeo, Kandal, Svay
Rieng, and Prey Veng.

-

AIMS (Accelerating Inclusive Markets for Smallholders): is a six-year project (20172023), led by MOC, that intends to accelerate the inclusive growth of markets for
higher value agricultural products and the development of associated local clusters.
The project’s primary target beneficiaries are smallholder farmers while the secondary
target groups include agricultural cooperatives, farmer organisations, MSME,
agribusinesses, service enterprises, and industry associations. The project covers 17
provinces and five priority types of crops which include: vegetables, backyard
chicken, fragrant rice, cassava, and raw silk.

-

SAAMBAT (Sustainable Assets for Agriculture Markets, Business and Trade): is a
project that aims to enhance prosperity of Cambodian smallholder farmers through the
increase of profitable links to agri-businesses and markets. It is a six-year project,
starting from 2020. One of the project components is improving value chain
infrastructure to increase market participation. The project will work with ASPIRE
and AIMS to support the safe and organic vegetable value chain.

Farmer and Nature Net (FNN): Is a confederation of farmer associations across 15 provinces.
It comprises 57,351 farmers, who are members of 62 agricultural cooperatives and 820 self22

help saving groups4. FNN connects farmer associations in different provinces and also links
them with overseas counterparts so that farmers are in a stronger solidarity in protecting their
rights and interests as well as negotiating with other relevant national and international
stakeholders. FNN has linked agricultural cooperatives with AMRU Rice Company and
Khmer Organic Cooperative through contract farming for organic products such as rice,
vegetables, and chicken.
FNN facilitates an arrangement of contracts between Khmer Organic Cooperative and four
agricultural cooperatives which help establish a regular market and income opportunity for
farmers. Also, it has negotiated with Signature of Asia Company, a potential buyer, for some
form of cooperation with farmers. Interestingly, FNN once acted as an intermediary in a land
lease deal by signing a long-term land lease agreement with the landlords and then sub-leased
them to young farmers (FAO, 2014). With financial support from FNN, young farmers
worked on the land and had successfully increased their income from agricultural produce.
Gradually, they became confident and independent for direct lease agreement with the
landlords.
GrowAsia/CPSA: Is one of the supporters for developing the ASEAN Guidelines for
Responsible Investment in Food, Agriculture and Forestry that promotes investment in food,
agriculture and forestry in the ASEAN countries. Cambodia Partnership for Sustainable
Agriculture (CPSA) is a local partner of Grow Asia in Cambodia that has been mobilizing
efforts to support the implementation of the ASEAN RAI. CPSA supports growers with
market intelligence and business linkages into high-value exports. With financial and
operational support from Grow Asia, CPSA has established four working groups for the
enhancement of sectorial or market system of specific crops such as cashew, coconut, fruit
and vegetable, and pepper. CPSA plays a crucial role in connecting farmers, farmer
cooperatives, companies, civil society organizations, financial institutions, and government
agencies for a better cooperation. CPSA works closely with CIRD and HEKS to support the
establishment of the Cambodian Pepper and Spice Federation (CPSF) in order to facilitate a
national-level coordination and promote the production and marketing of the Cambodian
pepper. The further strategy of CPSA is to seek for new markets and opportunities for
Cambodia’s high-value agricultural products such as cashew, mango and palm sugar.
HEKS: Is currently active in supporting the development of the cashew policy through
collaboration with MOC, HARVEST II, and its local partner, CIRD. It seeks to improve the
crop value chain in order to increase the benefit for smallholder farmers. In addition to
cashew, HEKS supports value chains for organic rice and pepper in Kampong Thom and
Mondulkiri. Through partners, HEKS provides intervention to improve the input supply,
production technics, processing, and marketing for farmers.
Oxfam: Has established a mechanism, CSR Platform, to promote corporate social
responsibility of private companies. The company representation is diverse. Some of them
involved in land-based investment. There are now about 30 companies in the platform.
Oxfam has tried to establish and keep good relationship with several Chambers of Commerce
including EuroCham, Vietnamese, and Chinese ones. Last year, it worked with EuroCham to
conduct a study on ‘Foreign Direct Investment in Agribusiness in Cambodia.’ The report

4

http://www.fnn-kh.org (accessed, 18 May 2020)
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illustrates the process of registering and implementing large-scale agricultural investment in
Cambodia and contains a few case studies of ELC companies.
Cambodia Development and Resource Institute (CDRI): Is a leading research institute in
Cambodia. With fund support from China’s Lan Cang programme, it is currently conducting
a research on contract farming with a university of agriculture in China and research institutes
from Vietnam and Thailand. The research investigates policy and legal frameworks and
practices on the ground. In 2015, CDRI also conducted a study to identify and evaluate
different models of contract farming in Cambodia.

3.2.

Stakeholders Concerning ELC Development

ELC Technical Secretariat: Is an inter-ministerial working group with designated tasks to
develop ELC projects, review ELC proposals, and monitor the performance of all ELC
contracts. The secretariat is chaired by MAFF and comprises representatives from other
seven ministries and agency5. The secretariat plays important role to report and make
recommendations regarding ELC performance and development to the Minister. An Assistant
Group is established in order to support the functioning of the secretariat. The Group draws
its members from various technical departments under MAFF, including DAI and DPS. The
support from the Assistant Group covers the areas of administration, GIS, reclassification and
state land registration, and monitoring and evaluation.
Department of Planning and Statistics (DPS/MAFF): As a technical department under MAFF,
DPS plays a key role in the formulation of the five-year Agricultural Sector Strategic Plan.
The department is therefore a strategic link for policy dialogues on key topics under the
ASDP. DPS is closely involved in the management of ELC through its role in the assisting
team for the technical secretariat on ELC. DPS has cooperated with CPS to conduct a
feasibility study on the allocation of revoked ELC for small- and medium-sized farmers. DPS
has also participated in the policy discussion with CPS regarding the potential link between
smallholder farmers and the ELC companies through contract farming and sharecropping
models. The current legal framework (as per the sub-decree #146) does not allow the ELC
company to sub-lease out their plantation, but DPS is open and interested to continue the
dialogue on the subject.
The Council for the Development of Cambodia (CDC): Chaired by the prime minister, the
body is responsible for the screening and approval of domestic and foreign investment
projects in Cambodia. This mandate includes the investment in agricultural development
projects in general and also ELC projects in particular. The Council also has a mandate to
coordinate the implementation of the IDP 2015-2025, in which different incentive schemes
are promoted.
Working Group on Agriculture and Agro-Processing: Under the public-private sector forums
led by the CDC, there are 10 working groups on different themes. Among them, there is a
specific working group dedicated to agriculture and agro-processing subject (RGC, 2015). As
a dialogue mechanism with the private sector, the CDC organizes this public-private sector
forum on an annual basis that allows the private sector to raise key issues and challenges for
policy discussion.

5

MEF, CDC, MLMUPC, MOI, MOE, MOC, and Council of Jurists.
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Agricultural and Rural Development Bank (ARDB) of Cambodia: Is a public enterprise that
provides commercial loans to the private sector to promote the agricultural and rural
development in accordance with the government’s policy. Unlike other commercial banks,
ARDB is willing to take higher risk for its lending in order to stimulate growth in the
agriculture sector.
Land Allocation for Social and Economic Development Phase III (LASED III): The project
builds on LASED II (2016-2021)6 that focuses on infrastructure development and livelihood
supports for beneficiaries of 14 SLC sites in five provinces (Kratie, Tboung Khmum,
Kampong Thom, Kampong Chhnang, and Kampong Speu), involving more than 5,000
families and a total land area of 17,000 hectares. LASED III is now under preparation. The
project will continue the support for SLC under Phase II and extends the coverage to include
the registration of indigenous people’s communal lands in five northeastern provinces
(Mondulkiri, Ratanakiri, Stung Treng, and Preah Vihear). Under the leadership of MLMUPC
and implementation by MAFF and NCDD, the project will cost around $100 million and run
from 2020 to 2025. The project supports the agricultural development and livelihood
improvement for the recipients of former SLC and registered ICLT. LASED III also presents
a good opportunity to encourage the linkage between farmers in the SLC and ICLT sites and
ELC projects or other private sectors.

6

It is a USD 25 million credit from the World Bank and USD 1.8 million counterpart fund from RGC.

25

Bibliography
ActionAid. (2015). Contract farming and out-grower schemes: Appropriate development
models to tackle poverty and hunger? Johannesburg,: ActionAid.
Bolzani, D., de Villard, S., & de Pryck, J. D. (2010). Agricultural value chain development:
Threat or opportunity for women’s employment? Rome/Geneva: FAO/IFAD/ILO.
Centre for Policy Studies. (2018a). An Assessment of Agriculture Business Models for
Farmer-Investor Innovative Farming in Cambodia: Case Studies of Sugarcane,
Cassava, and Rubber Plantations. Centre for Policy Studies. Phnom Penh: Centre for
Policy Studies (CPS).
Centre for Policy Studies. (2018b). The Impact of Large Scale Land Acquisition on Land
Tenure and Implications for Local Livelihood: A comparative case study . Phnom
Penh: Centre for Policy Studies (CPS).
Chan, S., Ngorn, C., Hour, T., & Hem, M. (2020). Land conflicts between Economic Land
Concessions and smallholder farmers in Bousra commune (Cambodia): What Are the
Policy Implications?, Case Study Series. Phnom Penh: Centre for Policy Studies and
Mekong Region Land Governance.
CSR Platform Cambodia. (n.d.). Retrieved from http://csrcambodia.org/gtcr_company/
DAI/MAFF. (2020, June). Business Cases in Cambodia. (CPS, Interviewer)
Department of Agro-Industry, MAFF. (2018). Manual for Contract Farming in Cambodia. A
Practical Handbook for Economic Stakeholders and Support Institutions. Phnom
Penh: MAFF-AFD.
DPS/MAFF. (2020, June). Agribusiness cases in Cambodia. (CPS, Interviewer) Phnom Penh.
Eaton, C., & Shepherd, A. W. (2001). Contract Farming: Partnerships for growth. Rome:
FAO.
FAO. (2014). Youth and agriculture: Key challenges and concrete solutions. Rome: FAO.
Hin, P. (2019, December 05). The Phnom Penh Post. Contract farming paying off for
growers, millers, say industry insiders.
Kelly, S., Vergara, N., & Bammann, H. (2015). Inclusive Business Models - Guidelines for
improving linkages between producer groups and buyers of agricultural produce.
Rome: FAO.
Kin, P. (2019, Dec 12). Contract Farming Pays Off. Khmer Times, p. 3.
Ministry of Agriculture, Forestry, and Fishery. (2019). Agricultural Strategic Development
Plan 2019-2023. Phnom Penh: MAFF.

26

MLMUPC. (2014). Status of implementation of Social Land Concession as of 15 July 2014
(indicative yet to be approved). Phnom Penh: Ministry of Land Management, Urban
Planning and Construction.
MRLG. ( 2017). Towards Responsible Large-Scale Agricultural Investments in the Mekong
Region: Key messages from a regional dialogue. Vientiane, Laos: Mekong Region
Land Governance, MPI, Oxfam, IPSARD.
Ngo, S., & Chan, S. (2010). Does Large Scale Agricultural Investment Benefit the Poor?
Phnom Penh: CEA.
NGOF. (2017). Smallholder Farmers and Agribusiness Engagement. Phnom Penh: NGOF.
Oxfam. (2019). Foreign Direct Investment in Agribusiness in Cambodia . Phnom Penh:
Oxfam.
Prak, S., & Rat, R. (2019). Cashew production, processing and commercialisation in
Kampong Thom and Preah Vihear provinces. Phnom Penh: CIRD.
Royal Government of Cambodia. (1998). Law on Contract and Liabilities. Phnom Penh:
RGC.
Royal Government of Cambodia. (2001). Land Law. Phnom Penh: Royal Government of
Cambodia (RGC).
Royal Government of Cambodia. (2003a). Sub-decree on Social Land Concession. Phnom
Penh: RGC.
Royal Government of Cambodia. (2003b). Law on the Amendment to the Law on Investment.
Phnom Penh: Royal Government of Cambodia (RGC).
Royal Government of Cambodia. (2005a). Sub-decree on Economic Land Concession.
Phnom Penh: Royal Government of Cambodia (RGC).
Royal Government of Cambodia. (2005b). Sub-Decree No.111 on The Implementation of the
Amendment to the Law on Investment. Phnom Penh: RGC.
Royal Government of Cambodia. (2010). Policy Paper on The Promotion of Paddy
Production and Rice Export. Phnom Penh: Royal Government of Cambodia (RGC).
Royal Government of Cambodia. (2011a). The Civil Code of Cambodia. Phnom Penh: Royal
Government of Cambodia (RGC).
Royal Government of Cambodia. (2011b). Sub-decree No. 36 on Contract Farming. Phnom
Penh: RGC.
Royal Government of Cambodia. (2013). Law on Agricultural Cooperatives. Phnom Penh:
RGC.
Royal Government of Cambodia. (2015). Cambodia Industrial Development Policy 20152025. Phnom Penh: Royal Government of Cambodia (RGC).
27

Royal Government of Cambodia. (2018). Ractangular Strategy for Growth, employment,
equity, and Efficiency: Building the Foundation Toward Realizing the Cambodia
Vision 2050 (Phase IV). Phnom Penh: RGC.
Royal Government of Cambodia. (2019a). National Strategic Development Plan 2019-2023.
Phnom Penh: RGC.
Royal Government of Cambodia. (2019b). Draft Law on Public and Private Partnership.
Phnom Penh: Royal Government of Cambodia (RGC).
Royal Government of Cambodia. (2020). National Cassava Policy 2020-2025. Phnom Penh:
Royal Government of Cambodia (RGC).
Sek, O. (2014, January 14 ). Free Trade Union Reports Overall Jump in Labor Strikes in 2013
. Cambodia Daily.
Sok, C. (2019, April 12). Khmer Times. Signatures of Asia leads partnership to promote
sustainable agriculture.
Sreymom, S., & Pirom, K. (2018). Contract Farming in Cambodia: Different Models, Policy
and Practice. Phnom Penh: CDRI.
Sun, N. (2020, Febraury 04). voacambodia. Massive Chinese Sugarcane Firm Disappears
From Preah Vihear. Retrieved May 2020, from www.voacambodia:
https://www.voacambodia.com/a/massive-chinese-sugarcane-firm-disappears-frompreah-vihear/5273014.html
UNDP. (2019). Making the case for investment in cassava. Estimating economic and social
returns through general equilibrium modelling. Phnom Penh: UNDP.
Vermeulen, S., & Cotula, L. (2010). Making the most of agricultural investment: A survey of
business models that provide opportunities for smallholders. London/Rome/Bern:
IIED/FAO/IFAD/SDC. ISBN: 978-1-84369-774-9.

28

Funded and Supported by

Centre for Policy Studies
WHO WE ARE
The Centre for Policy Studies (CPS) is an independent, non-partisan, not-for-profit and
autonomous think tank to serve the public interest of Cambodia.

OUR VISION
With adherence to the principles of market economy and liberal democracy, Cambodia will
continue to maintain peace and stability, undertake gradual transformation, promote equitable
and inclusive development, and uphold the rule of law so that she will have a well-educated
citizenry and achieve an advanced country status by 2050.

OUR MISSION
CPS conducts policy- and action-oriented research to inform policymaking and enable
successful policy implementation for inclusive and sustainable development in Cambodia.

CONTACT:
No. 12B, 1st Floor, Street 598, Sangkat Boeung Kak 2, Khan Tuol Kork, Phnom Penh, Cambodia
29
Email: admin@cps.org.kh
Tel: +855 (0) 23 900 823
Facebook: CambodiaCPS
Website: www.cps.org.kh

