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EXECUTIVE SUMMARY

This analysis brings together case studies of
agricultural investment in the Mekong region to
consider factors that contribute to inclusive, equitable
and sustainable contract farming, aiming to inform
the growing movement towards Responsible
Agricultural Investment (RAI). With a focus on
Cambodia, Lao PDR and Vietnam, the analysistraces
how production arrangements have changed and
outlines current policy trends related to contract
farming.’ There are three sections in this studly:

Section 1 gives an overview of agricultural
investment in the Mekong region since socialist
economies began engaging in price liberalisation,
privatisation of state-owned enterprises, and
broader global engagement at the end of the
1980s. It describes how legislation and policy
developed in each country and traces the rise of
large agricultural concessions through the 2000s.
As governments began questioning the efficiency
and productivity of these concessions, interest
in contract farming and land lease investments
grew. However, there is a dearth of specific policies
to govern such investments or to ensure that
they are inclusive, equitable, and both socially
and environmentally sustainable. Governments
are now working to address this: Cambodia is
developing a Contract Farming Law, Lao PDR
(hereafter Laos) is moving towards developing
supportive policies and guidelines including a
Decree on contract farming, and Vietnam is
incorporating contract farming approaches
within its policies on land accumulation and
concentration, particularly through a January
2024 revision to its Land Law.

Section 2 presents a comparative framework
for analysing agricultural investments, based
on key findings from a series of workshops with
a regional alliance on RAI, coordinated by the
Mekong Region Land Governance project (MRLG).
The workshops featured research by local and
international organisations and facilitated inter-
governmental and evidence-based discussion;
this comparative study was requested as part of
the dialogue. There are eight components to the
comparative framework, as follows:

* Factors:
Agricultural investment model
Role of governments

Role of cooperatives or producer
organisations
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Contract terms

Enforceable contracts and dispute
resolution

* Outcomes:
Land tenure security
Environmental impacts
Livelihood outcomes

Section 3 presents six cases of ongoing
agricultural investments from Cambodia, Laos,
and Vietnam. The cases are:

« Cambodia:

Rubber projects by Dak Lak Mondulkiri
Aphivath and Socfin-KCD companies in
Mondulkiri province, initially under a single
concession but with centralised contract
farming emerging as a response to land
conflict (Diepart et al., 2022; Chan et al,,
2020)

An organic cassava project by Cambodian
Agriculture Cooperative Corporation Plc.
(CACC), under a multipartite contract
farming investment model, together with
local agricultural cooperatives in Preah
Vihear province (Diepart et al., 2022)

e Laos:

The Lao tea sector in three provinces, with
investment by both domestic and foreign
companies (primarily Chinese), under
diverse contract farming arrangements
developing over time, from concessions
to multipartite and intermediary
arrangements with producer groups
playing a significant role (Boupha, 2023)
Sugarcane production in Savannakhet
province with investment from Thai-
owned Mitr Lao Sugar Company and
the Thai majority-owned Savannakhet
Sugar Corporation under several different
investment models (Mienmany & Smith,
2024)

* Vietnam:

Sugarcane production in Son La province
using a centralised contract farming
model under Son La Sugar Joint Stock
company (AGROINFO, 2020b)

Paddy rice production in Soc Trang
province using a multipartite model.
Research focused on the Hung Loi
Agricultural Cooperative (AGROINFO,
2020b)

1
2

Following the 2021 military coup and given continuing insecurity, this study does not address new field studies fromm Myanmar.
Contract farming is defined here as any production involving advanced purchase agreements between producers and buyers. l
3
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Figure 1: Case study map

This study references five models of contract
farming—informal, intermediary, multipartite,
centralised and nucleus estate/outgrower—
and two types of non-contract farming—Iland
concession and land lease.” While production
arrangements vary and are influenced by crop,
country, and investment model, and while there
is no single approach that guarantees an ideal
outcome for RAI, this analysis offers valuable
lessons. The diverse cases illustrate challenges
with facilitating clear, equitable, enforceable
contracts that benefit all parties, as well as the
need for policies to support, among other factors,
dispute resolution. Comprehensive legislation and
context-driven approaches are needed in all cases,
though implementation of such policies places
high demandson local governments. It is therefore
critical that central governments, donors, and NGOs
provide long-term assistance.

Contract farming policy and practice can
encourage positive relationships between parties,
equitable benefits for all, and contracts with
clear responsibilities, roles and enforcement
mechanisms. One way to facilitate understanding
between investors and farmersis through the use of
contract templates. Producer organisations, such as
cooperatives, are a key group that can help facilitate
RAlin these areas.

In addition, the relationship between farmers’
participation in a contract farming arrangement
and secure tenure — understood as the holistic
recognition of rights, and the ability to exercise those
rights to land; this definition goes beyond the simple
existence of a title or statutory framework that
acknowledgesrightsholders—is complex and often
tenuous. Tenure security is an enabling condition
for farmers to benefit from agricultural investment,
and while it is rare that contract farming itself is
enough to catalyse tenure security, governments

S Appendix 1 provides a further introduction to these models.



may view cash cropping asa more “productive” use
of land than swidden farming and therefore less
likely to expropriate land. In Laos, current land titling
programmes will not apply to categories of land
currently used for contract farming, though other
land tenure instruments (for example, land use
certificates, small-scale leases, and village contracts)
are being proposed to expand recognition of
customary tenure in forest areas. To improve land
tenure security and achieve RAI, there isthus a need
for contemporary land tenure instruments that
provide more options for rightsholders.

The following synthesised takeaways resonate at a
regional level:

Policy:

1. Thereis a need for legislation that achieves
clarity and consistency and is responsive
to local context, facilitating straightforward
processes for all stakeholders. This could
include new contract farming laws, revisions
to existing investment and agricultural
policy, or specialised legislation governing
certain crops, areas, or investment models.
Importantly, laws and policies should be
disseminated in a way that reaches, and is
accessible to, farmers themselves.

2. Policy incentives for contract farming
should support efforts to promote
secure land tenure, through recognition
of customary tenure for smallholders
and communities who steward agrarian
land, formalisation (titling), and/or other
contemporary land tenure instruments
that provide a wider ‘bundle of rights,’ for
rightsholders across land and land use types.
Proponents of contract farming should
support other reform efforts aiming to
recognizing customary tenure rights.

3. Policies must be grounded in the voices,
needs, and knowledge of women,
reflecting their roles as decision-makers
on contract farming arrangements, both
separate from and together with their
husbands. Policies must promote gender
equity, including through formalised steps
throughout investor-farmer relationships.
This includes the co-signing of contracts, as
this gives couples equal legal standing in the
event of disputes.

AGRICULTURAL INVESTMENT IN THE MEKONG REGION

Contracts:

1. Contracts should contain clear and fair
roles and responsibilities for all parties.
Farmers should be able to easily understand
their rights and obligations, both when
deciding whether to sign a contract and
afterwards. This can establish positive lines
of communication and the foundation for
mutual trust and respect between farmer
and investor.

2. Contracts should be enforceable, laying out
processes for monitoring that are satisfactory
for both farmers and investors. Contracts
must stipulate consequences for violations
and processes for dispute resolution,
ideally via a low-cost independent dispute
mechanism.

3. Contracts should stipulate clear and fair
pricing, payment terms, and value creation/
addition, including payment structures and
schedules. They must equitably distribute
risks and benefits, such as through
minimum purchase commitments and
checks to ensure value and benefits are more
fairly accrued throughout the supply chain.

Farmer supports:

1. Local authorities should promote and
support an effective, transparent and
inclusive contract negotiation process, as
the basis for positive communication and
mutual trust between farmer and investor.

2. Farmers need materials, technical
expertise, and financing to succeed in a
new enterprise. Investors, local government,
cooperatives, and NGOs can all contribute
support, and it must be clear who will provide
each type of support. The provision of credit
must be handled with care to minimise risk
of unmanageable or exploitative debt.

3. Producer groups such as cooperatives
play a key role as intermediaries between
individual farmers and companies, helping
to establish production arrangements and
provide support services and training. There
is a need for policies and, more broadly,
good governance structures, that provide
resources and capacity building for such
groups, toaid them in supporting responsible
contract farming, and to ensure they are able
to function and thrive in the long-term.




Cassava harvest in Hoa Binh Province in Vietham. © MRLG/Leonard Reyes !
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AGRICULTURAL INVESTMENT IN THE MEKONG REGION

INTRODUCTION: PROTECTING SMALLHOLDERS

IN MEKONG AGRICULTURE

This study traces recent and current patterns of
agricultural investment across the Mekong region,
analysing models, outcomes, key factors, and
implications for future policy and practice. Patterns
in each country reflect their political and economic
trajectories: while Thailand eyed export markets for
agriculture in the 1960s, the economies of Myanmar,
Laos, Cambodia, and Vietnam remained under
forms of socialist governance, only exploring price
liberalisation, privatisation of state-owned enterprises,
and opening up to marketsin the Global North in the
late 1980s and 1990s. Agricultural investment models
also vary, from smallholders linking to agribusinesses,
forexample through contract farming, to large-scale
land concessions controlled by companies.

New policy priorities are emerging for agricultural
investment. The restructuring of the global food
system, particularly since the 2008 financial
crisis, has consolidated more agrarian land in
the hands of fewer, more powerful stakeholders
through concession models, driving new forms of
investment purporting to raise revenues, support
rural development, and mitigate food insecurity. Not
only have these objectives rarely been achieved, but
the increasing pressure on the world's land has also
exacerbated a “global land squeeze” (Searchinger et
al, 2023) with adverse impacts on forest, biodiversity
and climate. Land use, including agriculture and
forestry, isresponsible for over one-fifth of global GHG
emissions (IPCC, 2023).

In the Mekong, large-scale land concessions have
fallen short of achieving economic development
goals (MRLG, 2017), opening a window for models
that can create a more equitable balance of benefits
and risks between investors and farmers. Most
agricultural producersin the region are smallholders,
many of them living under precarious tenure
regimes. Despite shifts towards industrialisation
and urbanisation over the past 50 years, there
remains a significant population of smallholders in
each Mekong country who depend on their land for
their livelihoods (Thompson et al,, 2019). As a result,
many actors are calling for agricultural investments
to follow inclusive models that prioritise the needs
of all parties equally. This momentum is part of
the growing movement for RAI, which combines
inclusivity, equity, and both social and environmental
sustainability (see ATWCARD, 2018; CFS, 2014). This
study aims to complement a top-down vision of
responsible investment by synthesising evidence
from the ground.

11 ABRIEF HISTORY OF AGRICULTURAL
INVESTMENT PROMOTION AND
MODELS IN THE MEKONG

This analysis requires an understanding of how the
region’s farmers arrived at this moment, including
the policy and investment trends that have shaped
agricultural production since the early 2000s. It
thus begins by tracing the rise of large-scale land
investments, the emergence of contract farming
in parallel, and the recent shift in interest among
policymakers from the former (concessions) to the
latter (contract farming).

Commercial farming in the Mekong region can
be traced to pre-colonial times, when production
in fertile rice-growing lowland plains expanded to
serve centralised bureaucracies as they concentrated
political control and traded agricultural goods
(Hirsch & Scurrah, 2015b). Colonisation and imperial
economiesfurther changed the nature of commercial
farming, pushing spheres of economic and political
power into upland areas and reshaping agroecologies
—the interplay between ecological processes and
agricultural production —and market relationshipsin
the process. This dynamic continues to evolve today
in many mountainous and border areas.

Recent approachesto agricultural investment began
following socio-economic and political reforms:
Laos' New Economic Mechanism of 1986, Vietnam's
DI Méi reforms also beginning in 1986, and the
transition to a democratic state in Cambodia with
the Paris Peace agreements in 1991 and elections in
1993. These reforms all involved switches to outward-
looking market economies and free trade, yet each
country remained under the control of authoritarian
powers. Reforms also began with a move away from
collectivised land systems, the reintroduction of
private property rights, and the reform of financial
systems, and have continued to progressively develop
more open environments for agricultural investment.
Although thisstudyis not an in-depth policy analysis,
Appendix 2 presents select laws and policies from
each country in the region as a reference. The sub-
sectionsthat follow provide details on the trends and
policies in Cambodia, Laos, and Vietnam, as well as
contract farming in Thailand as a point of comparison.
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1.2 LARGE-SCALE LAND INVESTMENTS:
THE UPS AND DOWNS OF THE
CONCESSION MODEL

The 2000s saw a notable trend of increasing land
concessions in Cambodia, Laos, Vietham and
Myanmar (with both domestic and foreign investors),
though this plateaued in the 2010s (see Figure 2).
Economic reforms provided incentives for large-
scale agricultural investments, with their roots in
postwar industrialisation and neoliberal policy. A
further incentive emerged with the 2007-08 food
price spikes and subsequent rise in the price of key
agricultural commodities, driven both by land scarcity
and financial speculation, which consequently upped
the value of cultivable land (Ingalls et al.,, 2018). There
was a parallel smallholder movement towards
industrial crops in response to the development
of cross-border trade in areas where subsistence
farming had previously persisted.

These factors facilitated a continuing pattern of boom
crop farming. As demand for animal feed increased
in China and Thailand, cross-border trade catalysed
an uptick in maize farming across the region (Cole
& Soukhathammavong, 2021), while volatile rubber
prices drove expansion of both smallholder and
large-scale cultivation at the expense of primary
forests and other natural ecosystems (Diepart et al,
2023, Vongvisouk & Dwyer, 2017; see Box 1). In both
Myanmar and Laos, Chinese demand drove a boom
in banana plantations, often with dramatic social
and environmental impacts (Hayward et al,, 2020).
In Cambodia, investors and farmers capitalised on
sugarcane production after the Everything But
Arms (EBA) trade agreement with the European
Union opened up access to markets. Most recently,

25

smallholders have increased cultivation of cassava in
Cambodia (Ngo &Ngin, 2022) and Laos, where it was
acknowledged as the largest driver of forest loss in
2023. The trade in each commodity is also sustained
by their nature as ‘flex crops’: rubber, sugarcane,
cassava, maize, and oil palm all have multiple uses
as human or animal food, biofuel, or ingredients in
industrial products.

Latexfromru
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Figure 2: Evolution in the area under agricultural and tree-crop concessions in Cambodia, Laos and
Vietnam (1992-2017; data follows Ingalls et al., 2018, p. 31).
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BOX1: THE EXPANSION OF RUBBER IN LAOS

Across much of the Mekong region, rubber was the focus of large-scale agricultural land
acquisitions in the 2000s, driven by high prices mid-decade. In Laocs, distinct rubber production
arrangements took shape in the country’'s north and south. In the north, many smallholders
engaged in contract farming, often informally. In the south, local authorities brokered deals with
rubber companies, leading to many large-scale concessions involving Vietnamese investors.
Across the country, rubber expansion led to the destruction of forests.

The rubber boom in Laos came to an end in the mid-2010s, when average annual purchase prices
per kilo of Dry Rubber Content (DRC) dropped from CNY 14/kg in 2011 to a low of CNY 3.5/kg in

2014. The impact on smallholder livelihoods, especially in the north of the country, prompted
government responses to encourage smallholders to persevere despite market conditions,
including establishing committees to manage rubber sales and offer slightly higher prices than
those set by rubber-purchasing companies. However, these initiatives were constrained by limited
leverage over companies' pricing policies and the dominant influence of Chinese markets on
land use decisions. In the north, Chinese companies played a role in dictating prices significantly
below those received by Chinese growers.

Lao farmers adopted diverse strategies in response to falling prices. Large producers could
refrain from tapping on their own holdings until prices improved. Where plantations operated
through sharecropping models, production also stopped because it was economically unviable.
Smallholders, however, often continued to tap their trees as they relied on unpaid household
labour and could not afford to stop despite very low market prices. In some cases, smallholders
engaged in collective actions to negotiate higher prices. Lastly, investors and smallholders both
sold off land to buyers who could then switch to more profitable crops like bananas. These impacts
on smallholder livelihoods and land use are commmon patterns in many cases of crop booms
(Vongvisouk & Dwyer, 2017).

Investors in these crops sought access to cheap
land and labour, with China becoming the primary
source of Foreign Direct Investment (FDI) in
agricultural land in Cambodia, Laos and Myanmar;
Thailand, Vietnam and higher-income Asian nations
becoming secondary investors (MRLG, 2017).
Geographically, foreign investment sometimes
clustered around shared border areas, such as
Thai sugarcane projects in southwest Cambodia,
Vietnamese rubber projects in northeast Cambodia,
and Chinese rubber projects in northern Laos,
though these geographic clusters are just one
investment trend.

Domestic financing also drove concessions, both
through sole investments and in joint ventures
with foreign partners, as is required to invest
as a foreigner in some countries. In Vietnam,
concessions focused on new rubber plantationsin
the northwest run by domestic state enterprises
and private investors (Hirsch et al,, 2016). Foreign
capital helped develop these industrial agricultural
value chains, shifting away from land-based primary
commodity production.

Throughout the 2000s, the following assumptions
became engrained in prevailing narratives around
land-based investment:

* FDlisessential for economic development

» Large-scale agriculture is more efficient and
productive than small-scale farming

* Privatising land facilitates investments and
therefore increases production and efficiency

* Subsistence farming and swidden
agricultural practices are outmoded and
environmentally destructive

* The developing “modern economy” will
absorb the agrarian workforce liberated by
modernisation

(Diepart and Castellanet, 2022)
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Country policies and experiences of
concessions

In Cambodia, the 2001 Land Law set out the new
land categories of "state-public land, state-private
land, private-individual land and indigenous/
communal land”, with the category of state-private
land becoming the basis for Economic Land
Concessions (ELCs). This law itself is a rework of the
1992 Land Law, which opened the possibility for
private land ownership and the concession model.
Together with the 2002 Law on Forestry (governing
commercial forests) the Land Law gave powers
to both the Ministry of Environment (MoE) and
the Ministry of Agriculture, Forestry and Fisheries
(MAFF) to grant land concessions. However, in 2016,
Sub-decree No. 69 (which governs protected areas
and ELCs) transferred management of all active
ELCs to MAFF. The rules for the establishment of
concessions were specified in the 2005 Sub-decree
No. 146 on ELCs.

Land use for ELCs spread rapidly in Cambodia,
peaking at two million hectares in 2013. However,
by 2012 policymakers were concerned that only
20% of land granted for ELCs was being developed
for industrial farming, and that agriculture was
contributing a mere 3% of total exports (Grimsditch,
2016). In 2012, a moratorium on new concessions
was enacted through Order O1 (on Measures
Strengthening and Increasing Effectiveness of
the Economic Land Concessions Management). A
subsequent government evaluation of 257 existing
ELCs led to the downsizing of 96 concessions
and the revocation of 31 concessions; the length
of concessions was reduced from 70 to 50 years
(Ingalls et al,, 2018). Subsequent reforms brought all
concessions under the management of MAFF and
aimed to establish a more transparent framework
to encourage foreign investment (see 2017 and 2021
revisions to the Law on Investment Promotion and
the 2019 implementation instruction in Appendix
2). As of 2018, 227 ELCs and 28 rubber plantations
privatised from former state farms totalled 1,401,551
hectares, accounting for 7.7% of Cambodia's
land area (Hayward & Diepart, 2021). In terms of
investment, 57% of concessions involved FDI, a lower
proportion than that of Laos (Ingalls et al,, 2018).

The granting of ELCs was intended to drive agro-
industrial growth by injecting capital that was
otherwise absent, as well as developing "under-
utilised" land, boosting employment, and
generating state revenue. However, ELCs have
fallen short of these goals: they often encroached
smallholdings, leading to conflicts over land or other
resources and directly harming farmers' livelihoods.

Rubber and cashew trees.in an'industrial plantation in.Ratanakiri
province, Cambodiaf®© MRLG/Sangwan.Sapma

ELCs also were used as a tool for timber harvesting
in natural forests; while this was technically illegal,
it has been estimated that ‘conversion timber’
for ELCs accounted for up to 90% of Cambodia’s
timber supply (Forest Trends, 2021). Recognition
that ELCs were sometimes failing to deliver the
intended results prompted the 2012 moratorium
under Order O1.

In Laos, the 1992 Land Decree provided for
leases and concessions, while the 1994 Foreign
Investment Law established a legal basis for leases,
specifically for agriculture and forestry. The 2004
Foreign and Domestic Investment Promotion
Laws subsequently named concessions and
leases, followed by instruments to regulate them.
The 2003 Land Law, 2007 Forestry Law and 2009
Law on Investment Promotion laid out the means
to establish land concessions on degraded or
barren state land, involving multiple authorities
depending on thesize of the concession. Since 2006
the government has adopted a ‘turning land into
capital approach, promoting private investments
in large concessions (which by definition can
only exist on state land) for cultivation of export-
oriented crops such as rubber and sugarcane.
Though this exact wording was never written into
law, the 2007 Resolution of the Land Meeting No. 6/
PMO specifically uses this term, and the approach
became a justification for concessions and other
land investments (Kenney-Lazar et al,, 2018).



The system of land dealsin Laos has been somewhat
chaotic, with provincial and district officials directly
arranging deals without conforming to national
policy (Hirsch & Scurrah, 2015a). Two moratoria
were announced: the first in 2007, which applied
to concessions for all crops in areas greater than
100 hectares, and the second in 2012, which allowed
for the evaluation of existing projects but applied
only to some tree crops and not to agriculture. In
between, however, the 2009 Decree on Concessions
and Leases effectively allowed investment to
continue, lifting the 2007 moratorium (Lu & Smith,
2023). This limited further increases in foreign
investment during the 2010s, although domestic
commercial investment continued to rise. Unlike
in Cambodia, the moratoria did not lead to
significant reductions in existing concessions. The
2012 moratorium was reviewed in 2018 and lifted
for some tree plantation crops, but not rubber. In
2019, a revised Land Law maintained leases and
concession as the same instrument for acquiring
rights to large-scale land acquisition.

An updated inventory of land deals in Laos (Hett
etal, 2020) finds, as of 2016-2017, 449 agricultural
deals with a known granted area of 238,603 ha and
328 tree plantations with a known granted area
of 354,754 ha. Of 361 agricultural deals analysed
in this report, 339 deals were concessions and
22 were leases. However, as in Cambodia, only
a minority (81,412 out of 223,617 granted ha)
were developed. The pattern for tree plantations

JA'villager forading for edi'b‘le plants in a rice field before the next
=plantingSeason jin LLaos. © .Dinozzayer s y
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issimilar, though a higher proportion of granted
area has been developed (225,659 out of 339,762
ha). Seventy-one percent of concessions, a high
proportion than in Cambodia, involve FDI (Ingalls
et al, 2018).

After Vietham’s independence in 1945, land in
much of North Vietnam was redistributed from
landlords to peasants and later allocated to farming
collectives. After reunification in 1975, the state
extended the socialist land tenure system to the
south, where more limited reforms had already
been attempted. Subsequently, the 1993 Land Law
further decentralised ownership of land rights to
the household level (To et al,, 2019). Vietnam then
moved to facilitate private sector land use in
revisions to its Land Law in 1999 and 2004, but the
priority was to convert land for urban-industrial
needs rather than agricultural ventures. The 2013
revision to the Land Law however did promote
larger-scale land use. It extended household land
leases but also increased quota limits for
agricultural land by up to ten-fold. In 2016, the
Twelfth Party Congress issued a formal statement
calling for the restructuring of the agricultural
sector to support large-scale high-tech commodity
production. Supporting policies have focused on
agricultural investment, for example to encourage
enterprises to invest in agriculture and rural areas
(Decrees No. 210/2013/ND-CP and 57/2018/ND-
CP), to develop credit policies (Decree No. 55/2015/
ND-CP) and to encourage public-private partner-
ship (Decrees No.15/2015/ND-CP and No. 63/2018/
ND-CP). The 2014 Investment and Enterprise
Laws (revised in 2020) have also supported
increased foreign investment in the country. Yet
there are only seven agri-business concessions
recorded, with large areas of land and forest
accessed for use by state-owned enterprises
(MRLG, 2017; personal communication, 2024). For
aforeigninvestor, the principle means of accessing
large areas of land is by leasing state-controlled
land or renting directly from smallholder farmers.
However, the latter can prove a cumbersome
venture as Vietnam has the lowest average
agricultural landholding size in the region, with
35% of smallholders having less than 0.2 ha and
34% having 0.2 to 0.5 ha (Ingalls et al,, 2018). These
trends have sparked a debate over land
concentration, with some concerned about
government support for “new landlords” (To et al.,
2019). The revised Land Law (2024) and its
Implementing Decrees, bolsters the rights of
citizens to participate in the land policy process
and contain provisions in the event of expropria-
tion,compensation, or resettlement (MRLG, 2024).
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1.3 THE INCREASE IN CONTRACT
FARMING

During the last decade, there has been partial
movement away from concessions in the Mekong
region, particularly in Cambodia and Laos, with
governments looking to promote other agricultural
investment models” Asabove, thisis chiefly because
large-scale concessions have not delivered the
economic growth and productivity promised;
governments have seen that such large-scale models
are often inefficient, may not bring sustainable local
development and are more environmentally
destructive than smallholder farming. Yet despite
concernsover large-scale concessions, governments
inthe region continue to see agricultural investment
as a key driver of development, particularly as large
companies look beyond domestic production to
source commodities and the regional agri-food
industry becomes increasingly integrated.

Onealternative model that governments have tested
is that of state-held land leases. In Vietnam, for
instance, these are now key in providing land access
to investors. Another model that has drawn much
interest in the region is contract farming, defined by
the FAO as “an agricultural production system carried
out according to an agreement between a buyerand
farmers, which establishes conditions for the
production and marketing of a farm product or
products” (FAQ, 2012). In principle, land leases and
contract farming can better spread the risks and
benefits of production between buyers, producers,
investors, and people living near investments. There
are substantive questions, however, over how
regulations can ensure contract farming and land
leases are implemented responsibly and equitably.
Each country is undertaking its own approach to
contract farming, as outlined below.

Though not a focus of this study, Thailand has long
promoted contract farming, including through
subsidised financing for farmers who contract with
large corporations. In the early 2010s, it became clear
that the system needed to incorporate safeguards for
farmers, especially following scandals in which
companies failed to pay them. The Contract Farming
Actin Thailand provides a good example of legislation
aiming to promote such safeguards and itsreview in
2022 provides important lessons (see Box 2), though
the Act has not fully remedied inequalities
experienced by farmers (Marks et al., 2024).

As for the specifics of contract farming arrangements,
contracts may be formal, written and signed by all
parties, or may simply consist of an informal verbal
agreement that is maintained by trust and the
promise of mutual economic benefit rather than
legal ties. A contract may encompass provision of
inputs, services, and collection of farming output, or
only include some of these components. Contracts
may contain features such as advanced credit, a set
buying price, or a schedule for collection and
payment (Cole & Soukhathammavong, 2021). In
multipartite investment arrangements (see Appendix
1), contracts involve other actors beyond producers
and buyers, such as financial institutions or
government agencies supplying services; heads or
representatives of local communities or farmer
organisations may also negotiate on behalf of
producers, and contracts may involve groups of
farmers, rather than individuals. Contracts may not
link buyers and producers directly, instead involving
intermediaries.’

Contract farming setups appeal to many stakeholders
in principle. For state agencies, contract farming
offersa pathway to involve smallholders in agricultural
investments as producers as well as providers of land;
the model also has the potential to support livelihoods
without controversial large-scale land acquisitions,
appealing to farmers themselves if the benefits are
seen as sufficient.

Despite attempts to mitigate the financial burden
of production, there remain risks to any venture:

« Commodity ventures are susceptible to price
crashes that can impact both investor and
farmer

+ Both parties take on significant financial
risk. Companies may go bankrupt for
other reasons and fail to honour payments
to the farmers; farmers may also declare
bankruptcy, experience indebtedness, or
otherwise find themselves unable to meet
their financial obligations

* Agriculture production can be affected by
climate change and other force majeure
events such as fire, pests, diseases, and/or
extreme weather

« Agriculture itself can exacerbate extreme
weather and climate events via deforestation
and unsustainable land use

etal,2022).

A brief introduction on agricultural investment models is provided in Appendix 1. A more detailed overview can be found in Diepart

> For a useful study of contract farming in Laos that breaks down the different arrangements for specific crops, see Cole &

Soukhathammavong, 2021.
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 Failure to respect contractual requirements
or other problems may generate disputes
between the parties

* Intensive land use, involving chemical
fertilisers and pesticides, can cause health
hazards and environmental degradation,
affecting surrounding biodiversity, quality
of air, and water sources.

Country policies and experiences in contract
farming

Vietnam adopted a state-managed contract
farming system during the 1980s, linking
smallholders with inputs and extension services in
order to address a rice shortage and promote overall
production; this system was both borne out of and
replaced Vietnam's period of collectivised agricul-
ture following reunification in 1976 (Cole & Ingalls,
2020). Longer-term land leaseholds established
after the BAoi M&i reforms afforded farmers the
means to engage with both private and public
actors, and there has been policy support for
contract farming in Vietnam since 2002. In 2013, the
governmentissued the “Small farmers, large fields”
(canh déng mau I6n) policy directive to facilitate
contracts between organised groups of farmers,
their extended production networks and
agribusiness—these arrangements are known

nationally as “production linkages” (lién két san xuat)
(see Ba et al, 2019). The latest guiding policy is
Decree 98/2018/ND-CP from 2018, which emphasises
cooperatives in agribusiness ventures.

In Vietnam, the major concern of policymakers is
that the continued fragmentation of agricultural
land presents a major concern for productivity. Since
the 2013 revision of the Land Law, policy agendas
have promoted land accumulation and concentra-
tion in pursuit of economies of scale that could
improve efficiency and productivity, though some
have questioned the assumptions behind this
approach (Cole et al, 2022), and specifically the lack
of evidence that large-scale farming is more efficient
and more productive than smallholder production.
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A newly revised Land Law was approved in January
2024 and went into effect in August. Supporting
policies to guide its implementation under
development. Specifically, the Land Law allows the
expansion of “the limit for retrieving transfer of
agricultural land use rights for individuals to no more
than15timesthe limit for individual agricultural land
allocation for each type of land” (Article 177). The
regulations on concentration and accumulation also
create conditions for farmers to enlarge the scale of
agricultural production. Implementing decrees are
in process.

In Laos, current models of contract farming began
emerging in the mid-2000s under what is often
referred to as a “2+3" approach: farmers use their
land and labour (the “2") to produce crops for an
investor who, in theory, supplies inputs, agricultural
extension services and a guaranteed market (the
“3"). There were no policy instruments that explicitly
governed such arrangements and production
models varied significantly by crop and location.®
Starting in 2016, with a review of existing laws by the
National Agriculture and Forestry Research Institute
(NAFRI), Laos has built momentum for specific
policies governing contract farming in order to
promote compliance and protect the rights of
farmers and investors. In 2021 the Investment
Promotion Department (IPD) of the Ministry of
Planning and Investment (MPI) produced a contract
farming ‘road map,’ and a new Decree on contract
farming was developed by the Department of
Agricultural Extension and Cooperatives (DAEC) of
the Ministry of Agriculture and Forestry (MAF) in
mMid-2024. As of this writing, the Government is set
to approve the Decree in January 2025. The MPl is
also revising a 2019 policy (Instruction 0457 on
Investment Approval and Land Management
Mechanisms for Leasing or Concessions to Cultivate
Crops) to clarify regulations and governance frame-
works following the 2024 revision of the 2016 Law on
Investment Promotion. The 2018 Civil Code,
replacing the 2008 Law on Contracts and Torts, will
be an important legal basis for the aforementioned
legislation, as it is significantly more detailed on
contracts aswell assome provisions with respect to
agriculture. However, as the Agricultural Law dates
back to 1998, thereisa need for arevised Law that s
harmonised with Land, Forest, and Investment
Promotion Laws.

_Afarmerinlaosiprepa
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In Cambodia, contract farming had been common,
but disappeared during the civil war (1967-75)
(Diepart et al,, 2022). In the 1990s, contract farming
re-emerged for tobacco production with the British
American Tobacco company. Contract farming
gained momentum at the beginning of the 2010s
in response to government policy incentivising the
export of milled rice. A 2011 Sub-decree on contract
farming has been the guiding regulation governing
contract farming practices. There were only 20
formal contract farming arrangements in 2013, but
this number recently surged to 498 in 2019 and then
to 936 in 2021. This surge has also shown a diversifi-
cation in the crops cultivated.

Policymakers face the challenge of facilitating
contract farming in Cambodia within an agrarian
landscape of rising land inequality, fragmented
titling, accumulation of land by elites, active conces-
sions, and protected areas. Though there has been
no legally binding legislation to clarify contract
farming governance, in 2018 the Department of
Agro-Industry (DAI) and the Supreme National
Economic Council, with funding from the Agence
Francaise de Development (AFD), published a
practical manual to support the implementation of
contract farming which contains information on
contracts, procedures, monitoring and evaluation,
including application forms from relevant govern-
ment departments and a contract template. As of
2024, Cambodia has drafted a Contract Farming Law
yvet the overall objectives for the Law is unclear and
the drafting process has occurred with little stake-
holder engagement. The Centre for Policy Studies
(CPS) has conducted research looking into small-
holder-investor relations across different investment
models and crops, and how these dynamics relate
to land tenure, to inform the draft Law.
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Across much of northern Laos, the so-called “1+4” model emerged in the rubber sector during the mid-2000s due to low farmer interest

in “2+3." This is a much more concession-like approach, in which investors rent land from farmers but manage all other aspects of
production involving wage labor and large-scale, company-managed planting operations created through coercive zoning (Dwyer,

2017, p. 21).
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BOX 2: THE 2017 CONTRACT FARMING PROMOTION AND
DEVELOPMENT ACT OF THAILAND

Thailand's agricultural sector has expanded since the 1960s by increasing exports of primary and
processed agricultural products. Smallholders have played a significant role in this transition, supported
by a long-standing system of land ownership rights, including private property rights, which has
facilitated farmers' integration into commodity value chains. Contract farming is prominent, with
individual farmers or cooperatives connected to large agribusinesses (often through intermediaries)
and farmers receiving technical and financial support from the state (Hayward et al, 2021). In 2017,
the Contract Farming Promotion and Development Act was passed, becoming the first law of its
kind in the Mekong region. The act stemmed from pressure by farmers, civil society and research
organisations calling for policy to address:

Indebtedness and low incomes of farmers

Opaqgue pricing for inputs and commodity products

A production system in which farmers bear all the risk

Low bargaining power of farmers in contracts

Lack of an independent dispute mechanism for contract farming
Health and environmental impacts of farming

The proposed bill was watered down however, following a 400-million-baht (US$13 million) lobbying
campaign by agribusiness, and the final Act focuses on how investors establish contracts with farmers
rather than protecting farmers' rights. The Act established the following:

» AContract Farming Promotion and Development Commission to promote, propose and revise
policy on contract farming
Adispute mechanism administered via provincial conciliation committees, with the provincial
governor as chair of each committee
Requirements that companies complete registration and provide corporate information to
farmers
Specifications for contracts and means for contract registration
Penalties should the law be broken (for example, by not giving a copy of a contract to farmers
or inappropriately terminating a contract)

The Act has succeeded in:

Allowing for increased transparency through a database of companies and contracts
Registering contracts, including a government signatory and giving copies to farmers
Helping navigate some disputes, with farmers getting compensation or debt forgiveness
Instigating some training and knowledge dissemination

However, there remain some significant concerns:

The law only protects groups of at least 10 farmers

The law does not cover farmers who apply for an existing tax reduction scheme that requires
they register as juristic or legal persons (as opposed to natural persons, who are covered by the
Act)

Many farmers still do not receive contracts, lack bargaining power, and receive low prices. They
still report late deliveries of inputs, late collection of produce, and late payments

Awareness of the act is low, with only 1in 30 poultry farmers for example reporting they had
heard of it

Farmers remain fearful about reporting company violations of the act, citing potential impacts
of reprisal on their livelihoods

The system still lacks independent quality control, both of products and of inputs provided to
farmers

The law does little to curtail corporate monopolies and lacks an insurance mechanism to protect
farmers against unforeseen disasters, meaning farmers continue to bear nearly all the risk

For more information on the Contract Farming Promotion and Development Act, see Marks (2022)
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1.4. THE PROMOTION OF RESPONSIBLE
AGRICULTURAL INVESTMENT AT
ASEAN LEVEL

At the regional level, ASEAN adopted the 10-point
voluntary Guidelines on Promoting Responsible
Investment in Food, Agriculture and Forestry
(ASEAN-RAI) in October 2018." The Guidelines are not
a singular product, but instead present a structure
for all parties to implement multiple international
standards across ASEAN. Grounded in experiences
and best practices from the region, they draw on
the Committee on World Food Security's Principles
for Responsible Investment in Agriculture and Food
Systems (CFS-RAI) and the committee's Voluntary
Guidelines on the Responsible Governance of
Tenure of Land, Forests and Fisheries (VGCT).

ASEAN-RAI calls on all parties to respect land tenure
rights, including local customary systems, and to apply
the principles of Free, Prior and Informed Consent
(FPIC) for communities from the time investors (or
governments) begin expressing interest in projects
on their land. Concerning environmental impacts, the
Guidelines call for inter-ministerial coordination to plan
against and monitor risks to air, land, and water resources.

* SDG2: Zero hunger

* FPIC

* VGGT

* |IFC Performance
Standard 5 (Land
Acquisition and
Involuntary
Resettlement

Social domain

1. Food security

marginalized groups
4. Respect land and resouge

ASEAN-RAI
GUIDELINES

.« FPIC
« VGGT

* |[FC Performance
Standard

* UN Guiding principles
for business and
human rights

2. Inclusive economic development
3. Empowerment of women and

8. Rule of law, transparency,
grievance mechanisms

9. Assess/address impacts, promote
accountability

10. Strengthen regional approaches

Overall, ASEAN-RAI calls on actors to “level the playing
field between investors and affected communities,
mitigate potential conflicts, and facilitate monitoring
of investment projects and their compliance with
contractual and community agreements” (ATWGARD,
2018, p.20).

Yet there has been minimal progress in national
implementation of the Guidelines, in part due to
their voluntary nature and recent compilation. As
governments express interest in inclusive agribusiness
models, the Guidelines offer a framework to guide
legislation and implementation. An ongoing assessment
of national legislation, with support from the International
Institute for Sustainable Development (lISD), aims to
support national efforts to develop policiesin alignment
with ASEAN-RAI. The ongoing movement away from
large-scale concessions and towards contract farming
policiesin each country, outlined above, thus constitute
animportant momentum towards establishing regional
normson RAI

* FSC and other
certification

schemes
* EIA SEA
Environmental domain * S0 e it
standards
5. Forest and natural resource . Zero

conservation
6. Sustainable and appropriate
technologies
e change mitigation and
adaptation

deforestation

titutional do

Other guiding frameworks:

* PRAI, CFS-RAI (2010, 2014)
* |IFC Performance Standards (2012)

* UN Food and Agriculture Business
Principles (2014)

* OECD-FAQO Guidance for Responsible
Agricultural Supply Chains (2016)

* USAID Responsible Land-Based
Investments (2014)

. * ASEAN sector strategies

Figure 3: Governance domains of the ASEAN-RAI guidelines and interlinked policies and standards (Cole, 2022)
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The guidelines were compiled in a multistakeholder process with technical support from Grow Asia, [ISD and FAO; for further

information see: https://www.aseanraiguidelines.org/ with technical support from Grow Asia, IISD and FAQ.
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2.1 COMPARATIVE FRAMEWORK

This section presents a framework for comparing
experiences of agricultural investment from across
the Mekong region and drawing out lessons learned
and recommendations for promoting RAI. This
framework is then used in the following section (3.
Comparative Analysis) to analyse primary research
findings. Here, factors can be defined broadly as
describing five components or characteristics of
contract farming — what they do, how they take
on various arrangements — and outcomes can be
understood as results that stem indirectly or directly
from these factors.

The first component of the comparative framework
considers agricultural investment models,
identifying patterns by both country and crop. The
second component addresses the role of national
governments, exploring whether and how policies
have facilitated investments, including the role
of incentives. The third component describes the
role of cooperatives in establishing production

AGRICULTURAL INVESTMENT IN THE MEKONG REGION

arrangements, mediation, and providing producers
with services. The fourth component addresses the
issues involved in contract enforceability, including
the need for fair negotiations, and prospects for
dispute resolution, even in the absence of explicit
dispute resolution mechanisms. This component
also calls attention to FPIC (or the lack thereof). The
fifth component of the framework then focuses on
contract terms and highlights the need for clear roles
and responsibilities, including investor commitments
to provide support to producers.

The framework then considers three outcomes: it
examines land tenure, exploring both how the
local context shapes projects and how investments
impact land tenure. The cases highlight how when
local communities have secure tenure, it can
benefit both investors and the farmers they work
with. The framework also analyses environmental
impacts, including the potential for remediation and
mitigation of future impacts through policy. Finally,
it considers the benefits or negative impacts for
farmers' livelihoods.

Table 1: A framework for comparing agricultural investments

Component Sub-component

Factors

Agricultural

! » Production arrangement
investment models

* Role of investor

* Reasons for employing that particular model

Role of governments

« Facilitating investment environment and specific projects
» Guiding implementation, including mediation
 Policies governing investments, especially given the lack of clear contract farming policy

Cooperatives

» The role of agricultural cooperatives or other farmer organisations

Enforceable contracts
and dispute resolution

* Dispute resolution

* Ensuring transparent contract negotiations
» Equitable growth and investment viability
* Examples of inclusive growth (or its absence)

» Practices of FPIC in investor-community interactions

Contract terms « Clarity of contracts, including rights and responsibilities
» Farmer access to financing, training, inputs and other extension services or support
* Pricing and purchasing terms

Outcomes

Land tenure security

» Security of tenure for smallholders (recognition of rights, and the ability to exercise those rights, to land)
» Impact of land tenure security on projects
* Impact of projects on land tenure security

Environmental
impacts

» Role of environmental responsibility in shaping both projects and policy directions
» Successes and areas for improvement

Livelihood outcomes | . gonefits and impacts for farmers

» Key factors influencing outcomes
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2.2 INTRODUCTION TO THE CASES

The cases detailed in this study are from Cambodia,
Laos, and Vietnam. Analysis of these cases aims to
identify trends in contract farming and potential
paths to bring equitable, inclusive benefits for both
investors and producers. The cases are not necessarily
representative of the investment model, crop, or
country, but they do highlight important features
of contract farming schemes that can inform policy
agendas. The cases offer takeaways about how
particular factors (such as agribusiness models,
the role of the state, relations between actors,
contracts and land tenure) have led to particular
outcomes (in terms of tenure, farmer livelihoods
and environmental impacts).

Case 1: Rubber investment in Mondulkiri
province, Cambodia

This case demonstrates how land conflicts can delay
and disrupt agricultural investments, how various
types of mediation (discussions between companies
and farmers and/or independently-supported
mediation) can offer a path forward and how
contract farming has been promoted as a solution
to such conflicts. As part of an in-depth project on
contract farming, the Centre for Policy Studies (CPS)
undertook a quantitative survey of rubber farming
households (34-65 per investment) in January 2021.

Researchers from the Analysing Development Issues
Centre (ADIC) then conducted a qualitative survey
and focus group discussions with those same farmers
to collect further information.

The analysis and subsequent discussion below is
informed by two publications frorm MRLG and CPS
(Diepart et al,, 2022; Ngo & Ngin, 2022) and focuses
on investments by two companies—Socfin-KCD and
Dak Lak Mondulkiri Aphivath—which were granted
economic land concessions for rubber in Mondulkiri
province between 2008 and 2010:

* Socfin-KCD is a joint venture between
Cambodian firm Khaou Chuly Development
(KCD) and Socfinasia, a subsidiary of French-
Luxembourgish conglomerate Socfin
Group. The joint venture acquired two
70-year concessions for rubber: Varanasi
(2,705 hectares in 2009) and Sethikula
(4,273 hectares in 2010; see Chan, Ngorn,
Hour & Hem, 2020. “Land Conflicts between
Economic Land Concessions and Smallholder
Farmers in Bousra Commune (Cambodia),”
nd.)

* Dak Lak Mondulkiri Aphivathisa Vietnamese
state-owned company headquartered in
Vietnam's Dak Lak province, which borders
Cambodia. In 2008 it was granted a 70-year
concession of 4,162 hectares.




Both investors soon faced land disputes with local
communities. The investments impacted seven
villages in Bousra commune, made up primarily
of Bunong Indigenous Peoples. However, the
concession agreements did not acknowledge local
land use under customary and informal tenure
systems. When Socfin-KCD's local partner began
clearing land in early 2008, local residents protested.
A further protest at the end of 2008 destroyed
company property and led to the arrest of some local
residents. Following an extensive negotiation, the
companies then offered four options to people in the
affected communities: 1) Relocate to land provided
outside the concessions; 2) Enter into contract
farming for rubber; 3) Accept cash compensation;
and 4) Keep their land (generally not the preferred
option for the companies; see Chan et al,, 2020).
Most people chose cash compensation.

For those who chose rubber contract farming,
Socfin-KCD offered 60-year land leases and a 15-year
credit scheme that would cover the costs of paying
the company to clear the land and plant rubber.
Dak Lak offered farmers a 20-year credit scheme
to establish and maintain a plantation, as well as
free training on maintenance techniques. Both
companies committed to buy latex at market price.
Though the investments began as concessions,
they have evolved into nucleus estate (outgrower)
production models.
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Case 2: Organic cassava production in Preah
Vihear province, Cambodia

This case shows how cooperatives have played a key
role in the setup of contract farming and differentiated
value chains for organic cassava in Cambodia, and
specifically how producer groups can facilitate
relationships between farmers and sources of
technical support, inputs, and training, including for
certified organic production (Diepart et al.,, 2022).

The Cambodian Agriculture Cooperative Corporation
Plc. (CACC) has been operating in Preah Vihear
province since 2019, focusing on organic cassava, rice,
cashews, and pepper. In 2019, CACC began contract
farming for organic cassava with eight cooperatives
(353 total members) cultivating 474 hectares in Kulen
district. This study also included farmers involved
in conventional, non-contract cassava production
however, allowing for comparative insights.

CACC exports fresh cassava and cassava starch, mainly
to Thai Wah Companyin Vietnam. The group receives
general support from the Provincial Department
of Agriculture, Forestry and Fisheries (PDAFF) and
support for seed production through the Agriculture
Services Programme for an Inclusive Rural Economy
and Agricultural Trade (ASPIRE-AT) project® The
Cambodia-Australia Agricultural Value Chain (CAVAC)
project’ also provided support with seeds and quality
assurance, aswell astraining for farmersin cultivation,
seed production, and soft skills such as accounting
and group discussion facilitation.
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Case 3: The Lao tea sector

This research (Boupha, 2023) focuses on three tea
production areas and shows how diverse contract
farming arrangements have emerged, often
as alternatives to unsatisfactory trade and land
concession agreements. Due to travel restrictions
under the COVID pandemic, the study is primarily
informed by a literature review, however 30 interviews
were conducted with producers, producer groups,
tea associations, factories/processors, local and
foreign tea investors, local government offices, and
representatives from tea development projects. The
evidence illustrates important lessons about the roles
of local government and farmer-based collectives (tea
producer groups) in facilitating clear, equitable, and
enforceable contracts.

Laos produces three categories of tea: wild tea
collected from forests, ancient tea in gardens
cultivated for hundreds of years, and tea fromn modern
plantations. Market integration and penetration has
increased since the 1990s, and 80% of Lao tea is now
sold to Yunnan province in China, a fact unrepresented
in most trade figures due to informal cross-border
trading. The sector also benefits from emerging
European markets and value chains,and organic and
Fairtrade certification.

The three tea production areas are as follows:

Phongsaly province, northern Laos: Tea contract
farming was promoted here in the 1990s to reduce
poverty and replace opium production and upland
swidden practices. In 1997, a Chinese investor
obtained a concession from the local government
to establish the Phoufa Tea Factory, develop its own
plantations, and collect leaves from the seven villages
in the Korman area—well-known for its ancient teas,
including from gardens with 400-year-old trees.
As production expanded however, investors relied
on low-quality modern tea varieties. In the mid-
2000s, other investors built factories in the area
and competition led investors to establish contract
farming with producers (via local government) using
a centralised or outgrower 2+3 model, providing
seedlings, extension services, and market access to
farmers in exchange for exclusive purchase rights.
Increased production has led to oversupply however
and, as contract farming arrangements continue to
develop, both local government and producer groups
seek further support for and investment in value-
added production.

Phousan, Xieng Khouang province, northern Laos:
Thisarea iswell-regarded by Chinese and other traders
for its wild teas and relatively chemical-free cultivation.
A nascent form of multipartite, intermediary 2+3
contract farming began in the mid-2000s with an

NGO and a fair trade/organic group training farmers
in both production and processing, and purchasing
their tea under informal agreements. Foreign investors
(mostly Chinese) followed and obtained land and
trade concessions for both wild and newly cultivated
teas, including exclusive purchase agreements and
fixed prices. These concessions have faltered and
sometimes failed however, as the agreementsdid not
reflect consultation with farmers and parties did not
fulfil their obligations. By contrast however, Phousan
has also seen parallel successful development of
market-led value chains for high-value wild teas,
with some buyers also engaging producers in 2+3
contract farming.

Paksong, Champasak province, southern Laos:
Paksong has been producing ancient teas for over 100
years and its production arrangements are diverse:
farmers may manage the entire process including
sales, sell informally to traders, or sell fresh leaves
to processors (including newer foreign investors'
factories) under a nucleus estate model. Current value
chainsdeveloped in the early 2010s as farmers started
selling fresh leaves to e processed for the Paksong
Farmer Organic Tea Production Group (FOTPQG),
however these farmers, and other smallholder groups,
have struggled with both fluctuating demand and low
processing capacity. Unlike Phousan and Phongsaly in
northern Laos, Paksong targets European and other
markets with niche value chains. In 2020, Paksong tea
was also granted an official geographical indication
(Gl)—a certification label that recognises the tea's
unigue qualities and helps producers to market the
product by establishing quality standards.
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A tea farmer in Xiengkhouang province prepares leaves for drying.
. © MRLG/Leonard Reyes




Case 4: Sugarcane production in Savannakhet
province, Laos

Sugarcane production in Laos expanded in the north
of the country during the 1990s, and throughout
the country in the 2000s, facilitated by new land
concessions. This case study (Mienmany &Smith, 2024)
shows how companies engage in multiple investment
models simultaneously for a single crop in a single
area. Carried out in 2022, it draws on interviews with
representatives from 16 government departments
(at central, provincial, district, and village levels), two
sugarcane companies, ten farmer households, and
local stakeholders in two focus groups. The study
analyses the two largest sugarcane companies in
Laos (out of seven), both operating single factories in
Savannakhet province:

e Mitr Lao Sugar Company (Mitr Lao) is a Thai-
owned subsidiary of Mitr Phol Group, the
fourth-largest producer of sugar globally, that
began operations in 2005 and by 2021 was
sourcing from 15,961 hectares in Savannakhet
province. Nearly half of Mitr Lao's supply
comes from smallholder contract farming.

* Savannakhet Sugar Corporation (SVK Sugar
Corporation, or SVK) is a Thai-Lao joint
venture (99.5% Thai) that started in 2006 and
by 2021, was buying sugarcane from 12,600
hectares in Savannakhet, of which 5140 ha
was under contract farming.

Both companies initially entered into agreements
with the Lao Government for sugar concessions
on state land, contracted for 30 years (SVK Sugar
Corporation) and 40 years (Mitr Lao). However, as
the Lao Government soon began guestioning
the effectiveness of concessions, the companies
concurrently invested in contract farming schemes
(Mitr Lao in 2006 and SVK in 2010) and smallholders
now constitute a majority of production. The product is
exported (to Vietnam and Thailand by SVK and to the
EU by Mitr Lao) and sold in domestic markets.

he' 2HnomTbeng Nati
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A cassava plantation
in Preah Vihear, Cam
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Farmer harvesting'sugarcane in'Son La province in Vietnam. © MRLG/

Leonard Reyes.

Case 5: Sugarcane production in Son La
province, Vietham

Son La is a mountainous province in northwest
Vietnam with a population that is predominantly
populated by ethnic minorities (groups other than
Kinh, Vietnam's ethnic majority). Contract farming
is expanding in the province for a range of crops,
mainly through production linkages (lién két san
Xuat) between enterprises and cooperatives. This case
focuses on Son La Sugar Joint Stock company, which
has signed contracts with nearly 10,000 households
to cultivate sugarcane, accessing a production area
of over 8,000 hectares. The company deals with both
cooperatives and farmers, 95% of whom are ethnic
Thai. In 2019, a research team from the Information
Center for Agriculture and Rural Development
(AGROINFO), under the Institute of Policy and Strategy
for Agriculture and Rural Development (IPSARD),
interviewed 100 farmers (58 men, 42 women; 28 Kinh
and 72 Thai ethnicity) connected to the investment.
The case helps build an understanding of how
some ethnic minority communities participate in
contract farming.

Operating in a 3+2 model, the company provides
farmerswith inputs, technical guidance, and interest-
free loans, while farmers provide land and labour.
Contractsrequire that farmerssell their whole harvest
tothe company. Analysis of the arrangement suggests
it leads to lower production costs and higher efficiency
than non-contract farming. Notably, contract farmers
build connections with one another through training
courses and other meetings coordinated by the
company. Some local residents have also been hired
by the company for pre-processing, processing,
and packing.
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Case 6: Paddy rice production in Soc Trang
province, Vietham

Soc Trang is a province in the Mekong Delta in
southern Vietnam. Paddy rice is the main crop and
thereislittle unused land. Since 2011, the government
has promoted land concentration into large fields
by facilitating links between farmer collectives and
enterprises that provide inputs, technical support,
and machinery. In 2020, the province had 546 large
fields with a total of 58,800 hectares. This case
focuses on four cooperatives, namely Tho Hoa Dong
A Agricultural Cooperative, Dai Thang Rice Production
and Service Cooperative, Thanh Tri Agricultural
Cooperative, and Hung Loi Agricultural Cooperative.
Hung Loi Agricultural Cooperative, for example,
has 538 members producing rice on 609 hectares,
with over 100 hectares comprising large fields.
Participating farmers include a significant number
of ethnic Khmer, a minority who make up 30.2% of
the provincial population. In 2020, a research team
from AGROINFO conducted in-depth interviews of 100
farmers (56 men, 44 women; 53 Khmer, 45 Kinh,and 2
Hoa ethnicity), interviews with four cooperatives and
farmer group discussions. This case helps consider the
role of agricultural cooperatives in land concentration
in Vietnam, as well as the involvement of ethnic
Minority groups.

Rice h_gr_ve'st in Hoa Binh province

2.3 COMPARATIVE ANALYSIS

Agricultural investment models: the diversity
of contractual arrangements

The diversity of arrangements in these cases
illustrates both a challenge and an opportunity for
contract farming policy. There is no one-size-fits-
all model for RAI: models and outcomes vary both
across and within crops, countries, and types of
investors and investments often do not fit archetypal
models. This necessitates a complex, context-
driven policy approach, which can be difficult
to implement. However, the cases also show the
diverse ways in which both farmers and investors
will seek to change a production arrangement if it
is not meeting their needs.

Table 2 highlights the production details and
model used for each case in this study (for details
on the investment model typology, see Appendix
1). The arrangements that “work”—in that they are
equally beneficial and satisfactory to all parties—
are tailored to local contexts, needs and voices.
Where this contextual tailoring proves challenging,
disputes or violations can occur. As such, the cases
presented here offer policymakers examples of
the many models that might be incorporated into
contract farming governance framework, and some
potential outcomes.
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Table 2. Characteristics of agricultural investments in the case studies

Country Cambodia Vietnam
Crop Rubber Organic cassava Sugarcane Paddy rice
Name of company DakLak Socfin-KDC Cambodian Son La Sugar Joint Various buyers

Mondulkiri Agriculture Stock Company and cooperatives

Aphivath Cooperative

Corporation
(CACC)
Nationality of investor Vietnamese | European - Cambodian Vietnamese Vietnamese
Cambodian

Location of investment Mondulkiri Preah Vihear Son La Soc Trang
(province)

Land
arrangement

Concession and tenant
farming

Smallholder

Smallholder
(land concentration)

Smallholder (land
concentration into large

Agricultural
investment

fields via transfer)

model Market

arrangement

Centralised contract
farming

Multipartite contract
farming with
cooperatives

Centralised contract
farming

Multipartite contract
farming with cooperatives

Crop Tea Sugarcane
Name of company Various Savannakhet Mitr Lao
Sugar Corporation
(SVK)
Nationality of investor Mainly Chinese, but also domestic and other Lao Thai-Lao
international investors
Location of investment Phongsaly Xieng Khouang Champasak Savannakhet
(province)
Land Concession and smallholder Land lease Concession, outgrowers, leases and sub-leases
arrangement (outgrowers) and smallholder
Agricultural (outgrowers)
investment
model Market Informal and Informal and multipartite Centralised contract farming
arrangement centralised contract farming
contract farming

The casesshow contract farming mayemerge through
a variety of pathways. For cassava in Cambodia and
many cropsin Vietnam, investors established contract
farming initiatives from the beginning, working with
cooperatives to implement organic production (in
Cambodia) and toaccess land and labour (in Vietnam).
Other cases see contract farming emerge after initial
concession arrangements: in Cambodia, the two
rubber investments were established as ELCs but
following land disputes with local communities, a
dispute resolution process offered contract farming
as one option for the smallholders involved. In the
Lao tea sector, land and trade concessions gave
investors exclusive purchase rights, which depreciated
prices; contract farming then emerged to counter
smallholder side-selling, as farmers sought better
prices for their fresh leaves.

For most cases, the resulting matrix of contracts and
obligations shows how diverse, complex investment
arrangements can develop around a single crop or
area, presenting a challenge for contract farming
policy. In the case of sugarcane in Laos, Mitr Lao and

SVK obtained large concessions but soon shifted
to a mix of contract farming, leasing land from
smallholders and subleasing land to farmers. For Lao
tea, today some investors with land concessions and
plantations contract with smallholders (in a nucleus
estate or outgrower model), while other investors
act as centralised processors, purchasing tea from
smallholders who control their own farms and sales.
Some farmersalso sell processed tea to investors, while
others handle every step of production themselves
as well as sales, albeit with limited market access
compared to investors. Informal agreements also
continue across all tea producing sites. Cases of multi-
partite contract farming also demonstrate the diversity
of possible arrangements, in terms of obligations (for
inputs, labour, capital, extension services and other
responsibilities). For example, the Lao sugarcane case
sees labour shared between contracted smallholders
who care forand monitor the crop, and company staff
who carry out mechanised processes, including site
preparation, planting, fertilising, harvesting, transport,
and weighing.
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The complexity of arrangements reflects a reality for
farmers: smallholders often combine contract farming
with other agricultural and non-agricultural work.
Among rubber farmers interviewed in Cambodia,
households use an average of 52% of their agricultural
land for contract farming; this figure was 82% for the
organic cassava case. In Savannakhet, Laos, farmers
reported they were attracted to sugarcane production
because it fitswell with the calendar for rice cultivation
and is thus an added source of income rather than a
replacement for other livelihood pursuits. Again, the
diversity of models presents both a challenge and an
opportunity, as clear, dynamic and context-driven
policies can facilitate production arrangements that
match the needs of both investors and farmers.

Role of governments

These cases show that the role of government in any
given arrangement is a product of specific historical
and local context as much as of policy strategy. This
diversity illustrates the need for comprehensive and
dynamiclegislation and the importance of responding
to the local context, in terms of investor aims and
farmers' needs and rights. Where contract farming
has developed out of other models (concessions for
teain Laos and for rubberin Cambodia), the state has
had to adapt tofacilitate investors' efforts to set up new
arrangements,andtoaddressdisputes and production
problems. Local governments often coordinate with
NCOs and development programmes; for example,
COPE and BioTrade were essential in promoting more
stable, equitable and sustainable production forteain
Phongsaly (Laos).

The primary role of governments is to establish the
investment environment (including via direct and
indirect incentives, see, Box 3) and facilitate investors'
entry into the market. As in the case of tea in Laos,
local governments typically offer trading rights (in
the past via exclusive concessions) and support for
investorsto accesstheland and labour they need. The
government has established a One Stop Service Unit
under the District Planning and Investment Office,
which coordinates a consultation with all related
provincial offices. Investors are expected to take active
steps to stimulate value chain development and local
economic growth; this may include introducing
improved production technology to the area,
supplying farmers with seedlings and/or guaranteeing
farmersa minimum price. In Laos, local governments
specifically bring investors on board to support 2+3
contract farming: farmers provide land and labour,
and investors provide inputs, technical support and
market access.

In working with investors however, governments must
also realistically assess whether investors can provide
the assistance they promise. The tea investments
in Phongsaly suggest a possible path in this regard:
authorities in the investors' home country (China) have
officially vouched for the investors' technical capacities,
assuring both the Lao Government and producers
that the investors can fulfil their commitments. This
stems from the Chinese government’s practice to
assign investors a grade, which informs their ability
to access credit (higher grades allow them to access
higher levels of credit).

BOX 3: INVESTMENT INCENTIVES BY GOVERNMENT °

How can national governments promote more responsible investments establish supportive
policy frameworks? The challenge is for governments to make investments more attractive for both
investors and producers, while mitigating associated risk. Governments can offer two principal types
of support (see Table 3): direct financial or tax incentives and indirect policies that create an enabling
environment for desirable investments.

Direct incentives for investors often include subsidies and grants for certain types of projects. For
example, in Vietnam, eligible projects such as production linkages—a type of contract farming—
can obtain funding and subsidies to invest in equipment or infrastructure, hire consultants, provide
extension services, and conduct training. Direct incentives for contract farming may also encourage
investors to commit to inclusive business models, and support a level playing field for fair and equitable
production arrangements that applies to other investors. Tax incentives for contract farming are
comparatively rare, in part because they are frequently deemed redundant in developing countries
where investors are likely to invest anyway.

0 This section mostly originates from ISD experts’ presentation during a webinar series organised by MRLG in 2021.




Table 3 Types of investment incentives

Direct
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Indirect

Tax Financial

Technical Regulatory

- Preferable tax rates - Subsidies

- Tax holidays - Grants
- VAT exemptions - Reduced land rent

- Loans with favourable
terms

- Accelerated depreciation
on assets

. State provides training
and technical assistance
for farmers

- 'One-stop shop'structure
to facilitate regulatory
process

« Mechanisms to access
land and labour

« Improved infrastructure

- Extension services

(Brewin & Tundang, 2021)

Governments can also facilitate investment by removing barriers to and burdens on contract
farming investment (enabling incentives). This may involve improving farmer capacities, reducing
investor transaction costs, providing supporting infrastructure and addressing power imbalances
in contract relations. Examples include the Vietnamese Government's extension services for
contract farmers, which reduce potential financial burden on investors. Enabling programmes
and regulations can be written into specific legislation that applies to contract farming, or work
within existing laws; both are possible and there is no expert consensus that one option is better.

Governments then shape how these investments
will be implemented, enacting policy to regulate
and certify contracts (see section 3.6) and to ensure
investors and producers clearly understand and are
able to fulfil their obligations. In Vietnam, this means
coordinating linkages that provide investors with
crucial access to large commodity production areas. In
both Son La and Soc Trang, local governments facilitate
plans for production areas, encourage investors and
farmers (via cooperatives) to join linkages, certify
contracts, and monitor contract implementation. As
such, local government involvement helps ensure
the model delivers benefits for farmers (see section
3.8 below). Yet, governments in the region are not
on a level playing field when it comes to supporting
rural people, and their capacity to provide financial
incentives.

For tea farming in Laos, authorities now verify that
investors have the technical capacity and capital to
fulfil their contract obligations, however this approach
often relies on authorities in China, where investors
are based, to vet the investors. Local authorities in
some cases certify contracts between companies
and cooperatives, as was the case in Soc Trang,
Vietnam, where authorities monitor and supervise
implementation. By comparison, the Lao sugarcane
case sees central and provincial governments playing
a significant role in concession agreements and
reporting, but less so in contract farming.

GCovernments also play the role of mediator, which is
often only necessary because contracts are unclear
or unfair. For tea contract farming in Xieng Khouang
province in Laos, a short-term agreement was signed
between a trader and a producer group to provide
processed tea, however it was unclear asto what would
happen inthe case of supply or paymentissues. In late
2021, 6.5 tons of processed tea went uncollected due
to a delay from end-of-line buyers in China related to
the COVID pandemic. The producer group could not
sell their produce and asked authoritiesto stepinand
help, however the local government was reportedly
unabletohelp asthe contract was not properly signed
and witnessed by a third party (Boupha, 2023).

For organic cassava production in Cambodia, Preah
Vihear provincial authorities (from the PDAFF) have
actively supported contract farming by working with
CACC staff and cooperative committees to organise
regular trainings and meetings to share information
on contracts. This type of support does entail a high
level of government involvement, however in the
cassava case, the farmers’ relatively low levels of
chemical input use facilitated a simpler transition
to organic production. The arrangement is also part
of provincial economic development plans, which
may help local governments to allocate resources to
support it. This is the case for tea in Phongsaly, Laos,
where government actors and investors endorsed
the Phongsaly Provincial Tea Development Strategy
in 2018, following initiatives from NGOs, donors and
producer groups.
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Agricultural cooperatives

Farmer cooperatives can play an important role in
facilitating more equitable relationships between
farmers, investors, and other actors. They also offer
a means for investors to potentially access large
amounts of land and labour through a single group.
This study uses the term “cooperative” broadly,
referring to formal producer groups, unions, and
networks or more informal organisations. Cooperatives
can have numerous functions, including:

* Signatory of agreements with investors on
behalf of a community of smallholders

+ Platform for shared participation by men,
women and youth

» Provider of agricultural inputs and technical
support

+ Mediator to protect the land tenure of
smallholders, so as to avoid land conflict

» Conduit for government support and legal
services for contract negotiation and dispute
resolution

* Information-sharing body
* Monitor of practices by contract parties to
help ensure compliance

The efficacy and role of cooperatives depends on
recognition by governments, investors,and members
and whether they are empowered to negotiate

-

contracts and bargain for fair prices. This is already
the case in Vietnam, where many stakeholders
view cooperatives as primary actors in contract
farming. Cooperatives help investors access land
within a fragmented system of holdings that can
otherwise impose huge costs. There are already
7,000 partnerships between cooperatives and
agribusinesses in Vietnam, which feature prominently
in policy plans for 2021-2030. In Laos, the policy and legal
frameworks for cooperatives are not as well established
and, without explicit policies to support cooperatives
and farmer organisations, other models dominate. In
Cambodia, a Law on Agricultural Cooperatives (2013)
and a sub-decree on Contract Farming (2011) establish
alegal framework (a law on Contract Farming isin draft
form as of late 2024), though in practice, cooperatives
often face barriers.

There are also cases where a cooperative struggles
with internal cohesion and lacks the means to fulfil the
roles outlined above. Like any form of collective action,
cooperatives are subject to elite capture, exclusion,
and marginalisation of already-vulnerable members.

The cases also show specific examples of how
agricultural cooperatives can facilitate successful
contract farming. In Cambodia, CACC met first with
cooperative committees who could then explain
contracts tofarmers, assess land availability,and gauge
farmers' willingness to participate. Cooperatives, asin
the CACC case, also help with training and monitoring.

g Teé harvest, Phousan District, Xieng khoung province, Laos. © Bart Verweij




In Vietnam, the number of agricultural cooperatives in
Soc Trang province rose from 29 in 2018 to 171in 2019.
For paddy rice, cooperatives provide inputs and loans
as well as assistance on soil preparation, harvesting,
and sales. Participating members also benefit from
storage warehouses supported by development
project funding'.

Producer groups are actively involved in the Lao tea
sector, particularly in instances of contract farming,
and now drive the sector's development in areas such
as Phongsaly. Producer groups enhance farmers’
negotiating power with tea investors and facilitate
close engagement with local government. They also
allow farmers to share information on production
technologies and markets. Tea producer groups
can receive extra income from price premiums for
both organic and Fairtrade certificates, incentivising
them to adhere to contracts. Such certifications
are expensive and in the vast majority of cases can
only be achieved at the level of a cooperative. At the
same time, tea factories benefit from engagement
with producer groups through standardisation of
gquality and quantities, reducing production risks and
transaction costs.

However, cooperatives are not guaranteed to facilitate
successful contract farming ventures, and capacities
differ among producer groups. Additionally, the
cooperative sector is very diverse in each country
(Ngo & Cole, 2022). Cooperatives need capacity
development and management support to grow, a
key role the government can play. Cambodian organic
cassava farmers raised concerns about insufficient
consultation between them and the cooperative,
voicing a desire for direct contact with the company.
They nevertheless rated services provided by the
cooperative very highly. That said, cooperatives also
need financial supportand a model to build up capital,
including financial products developed specifically
for cooperatives. In the Lao sugarcane case, farmers
encountered administrative barriers when setting
up producer groups. However, it is not clear if these
obstacles were intentional, or if the companies were
not outwardly supportive. Only one sugarcane group
in the study area was found to be recently established,
and central government officials mentioned that they
were unsure whether the group was still functioning
(Ministry of Agriculture and Forestry, personal
communication, 28 May 2024).
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CONTRACT TERMS

Clarity of contracts, including rights and
responsibilities

There is a lack of awareness among smallholders
regarding legal frameworks and their rights
and commitments under contracts. These are
critical aspects to address as they can empower
smallholders and achieve balanced agreements
between farmers and enterprises. To achieve mutual
benefit, contract farming investments must involve
fair and transparent contracts between buyers
and producers. Legislation on contract farming,
for example, can include a model contract farming
agreement, such as that in the investment manual
published by Cambodia’s DAI in 2018 (though this
is not a binding policy document). Legislation could
also require processes to ensure that farmers are
better able to understand contracts. At a minimum,
farmers should receive copies of their contracts, in local
languages, and ideally, full FPIC should be followed.
A general perception amongst government officials,
expressed during the 2024 contract farming decree
consultation process in Lao PDR, is that farmers' lack
of understanding of their contracts presents a major
barrier to implementation. There were also discussions
during workshops asto whether governments should
be a counter-signatory to a contract as a witness. This
can help enshrine and enforce the role of the state but
can be a time-consuming and costly process, as well
as an opportunity for rent-seeking activity by officials
(Marks, 2022).

Many cases show contracts that are either unclear
or not understandable to all parties. There are many
instances where farmers do not receive a copy of
the signed contract at all, although not in the cases
presented here. In the Cambodia cases, contracts
are in Khmer language yet are poor translations of
standard company forms, from Vietnamese for Dak
Lak and from French for Socfin. The results include
jargon and unclear statements. In Laos, sugarcane
contracts with Mitr Lao were mostly in Lao language
but had sections in Thai. In Vietham, farmers in Soc
Trang had limited experience signing contracts
and thus faced challenges understanding terms,
which was compounded by a lack of transparency
in contract and project setup. As contracts outline
dispute mechanisms, they must also stipulate which
language version of the contracts will be used as the
main reference in the case of disputes. This all points
towards the need for contract templates which
can facilitate understanding and set out rights and
responsibilities systematically, align with national

m

In this case by the World Bank-supported VNnSAT project on Sustainable Agricultural Transformation.
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legislation on contract farming and investment
practices, and prioritize accessible language over legal
jargon. However, templates alone cannot guarantee
responsible investments or a certain outcome, or
replace the need for better enabling environment in
which farmers are empowered to exercise their rights.

The organic cassava case is an example of relative
clarity in contracts: CACC provides technical support,
seeds for the first year, monitoring of production twice
during the first year, and a set time for collection.
Meanwhile, farmers and cooperatives provide
information onland used for production and producers
involved, and commit to attending trainings. Contract
implementation shows more mixed results: in 2019, a
purchase of fresh organic cassava took place at a price
satisfactory tofarmers, on schedule and with payment
delivered one week after collection. However, in 2020
CACC did not collect a cassava order on the agreed
schedule, instead collecting later when the produce
was of reduced quality and fetched a lower price. As
aresult, farmers were unable to claim compensation.
This shows a struggle to enforce contract provisions.

Involving a third party in the contract negotiation and
approval / endorsement could help mitigate these
risks. None of the contracts in the Cambodian cases
were reviewed by either a government authority or
other legal aid service. A lack of external contract
support, or inconsistently applied practices, is
common across the cases. In Savannakhet, Laos, for
example, stakeholders were concerned that contracts
between sugarcane companies and farmers (whether
for production, credit, or subleases of land) were not
notarised and therefore not legally binding. This
issue was also exemplified in the tea case, where
the government was unable to intervene because
contracts were not officially registered or notarised.
(It should be noted that farmers in positions of public
service, or with government connections, did in fact
have their contracts notarised.)

One of the Lao tea cases, in Phongsaly province, shows
a more promising example of external contract review.
Investors must sign a contract with district authorities
before they can sign a sub-contract with each village.
The sub-contract is, in theory, drafted in consultation
with villagers, with mediation from village authorities
and tea producer group committees. If all parties are
satisfied, the sub-contractissigned by the investor, the
head ofthe producer group, and heads of participating
households, and witnessed by village authorities and
the District Industry and Commerce Office (DICO). At
present, it seems farmers are relatively happy current
levels of support for costs, international certification
and market access. Despite unpredictable demand,
the market benefits prove a sufficient incentive for all
sides to make the relationship work.

Agricultural support provisions

In many of the cases analysed here, contract
farming arrangements offered farmers improved
production support, primarily around inputs and
extension services. Organic cassava in Cambodia is
a promising example: CACC collaborates with the
Provincial Department of Agriculture and agricultural
cooperatives to provide technical support to farmers,
including training on risks of chemical pesticides and
the use of natural fertiliser. Each farmer carries a book
to monitor cultivation, encouraged by cooperative
committees, and CACC carries out quality checks.
It should be noted however, that farmers in this
case expressed concerns over a lack of access to
credit. In Vietnam, household surveys from Son La
and Soc Trang report improved access to inputs.
Son La Sugar and Soc Trang cooperatives provide
training programmes and around three-quarters of
households in both cases benefitted from access to
mechanised production, developing new skills. In Son
La, the company also helped build roads and improve
irrigation systems—high-cost projects that benefited
both producers and the company.

Examples from tea production in Laos show how
support provisions became integral to contract
farming in the sector. In Phongsaly province, initial
concession contracts stipulated that investors would
develop production using improved technology
and expertise. Yet, investors held back training,
concerned they would lose access to the harvest,
particularly through producers’ side-selling. Valid
concerns that contracts were not enforceable thus
meant that improved technology was not provided,
and productivity remained low. In Xieng Khouang
province, investors with trade or land concessions
offered no technical support, leading to high farmer
dissatisfaction with the price offered, which in turn led
to side-selling. Contract farming thus emerged as an
alternative means for investors to engage with farmers
in both cases, with closer ties including provision of
inputs and technical support.

Pricing policy and value-addition

One primary purpose of contract terms is to set
pricing. The price terms of contracts, including both
prices themselves and the payment process, can
be critical factors in farmer uptake and satisfaction.
Surveys in both Cambodian cases showed
that the smallholders’ top priorities in contract
farming are increased market access, higher
selling prices, and minimum price guarantees.
Rubber farmers working with Socfin and Dak Lak
reported dissatisfaction with contracts because
they were unable to negotiate prices. The Socfin
contract was also unclear in that it seemed to
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Workers dryingfcassava in Vientian

offer a price guarantee only for the duration of a
start-up loan offered to farmers. Satisfaction was
higher among organic cassava farmers however,
despite a late collection in 2020. This reflects the
specific conditions for the crop: there is less market
competition, and a strong support system of local
governmentagencies and farmer organisations that
promotes respectful relations between farmer and
company. Nevertheless, there was stillan element of
confusion over the pricing policy here: CACC uses a
floating price approach with a premium, yet 37% of
surveyed farmers believed payments were based on
a fixed price. In its work supporting implementation
of the ASEAN-RAI guidelines, IISD recommends
a ‘fixed formula’ for pricing: a fixed component
calculated to meet production costs and to ensure
a living wage for farmers, which can be adjusted to
incorporate an increase in market prices. It is a fair
and transparent mechanism, which minimises the
likelihood of side-selling.

Price negotiation is essential as farmers are often
subject to an effective monopsony: in Savannakhet,
Laos, independent sugarcane growers could sell
their crop on the local market for double the price
they would receive if selling to the factory, but
the market was very small and so sales were not
guaranteed. Similarly, Lao tea trade concessions in
Phongsaly and Xieng Khouang provinces proved to
be both unpopular with farmers and unsuccessful,
as exclusive collection rights for investors resulted
in price suppression. Trading is now More open
and sub-contracts between investors and farmers
must include a minimum price and cash payments
on time. As in the CACC case, pricing policies have
become clearer and more equitable, and contracts
are more successful as a whole following significant
support from local government and tea producer
organisations.
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While pricing is an important aspect, it should also
be understood in the context of value-addition and
benefit for all parties. Pricing is not a goal in and of
itself, but is an essential step to account for the costs
that come with contract farming and new farming
practices, how parties incorporate these costs, and
how value is accrued fairly along a supply chain.

ENFORCEABLE CONTRACTS AND
DISPUTE RESOLUTION

Enforceable contracts: The need for fair
negotiation

In contract farming arrangements where one side is
dissatisfied, the involved parties often tend towards
conflict avoidance (though there are notable
exceptions, as discussed below). Farmers may sell
their produce to other buyers, while investors may
refuse to purchase products if quality or market
demand are insufficient. In Cambodia for example,
rubber farmers opted to sell to collectors rather than
investors due to faster payments at comparable
prices. This weakens trust between producers
and investors and undermines the purpose of the
investment. As such, in order for contract farming
to function well, contracts need to be enforceable
and must thus be fair and endorsed by all parties.
This requires an equitable negotiation process and
some oversight by authorities.

Most of the cases show top-down systems for
establishing contracts or informal production
arrangements in which farmers have little say as to
their position. They may only decide, with varying
degrees of perceived choice, whether to join the
arrangement or not. This is problematic for all
stakeholders, as producers may begin selling to
investors despite their inability to fulfil obligationsin
the long termor the arrangement may be financially
unsustainable for them, as was the case for some
sugarcane farmers in Savannakhet, Laos.
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Contract farming in the Lao tea sector, for instance,
has the potential to drive equitable development;
however, the benefits for all actors have been
reduced by a structure that limits farmers' input into
negotiations on production arrangements. Farmers
are informed of their roles by local government and
investor. When prices are too low or arrangements
are otherwise inequitable, farmers have engaged
in side-selling. Similar problems were found in Son
La, Vietnam, where the sugar company controls all
elements of production and maintains exclusive
buying rights.

More equitable, inclusive arrangements can be
facilitated by ensuring farmers both have agency
and are better informed. A key example isseen in the
rubber casesin Cambodia, where farmers assessed
their ability to produce for the investor under the
proposed contract farming arrangement, with many
choosing other options, citing concerns that the
plots were too small, the soil was unfertile, and the
land was remote.

The cases further illustrate that inclusivity, and
equitable benefits are key in shaping contract
farming projects. Despite its many successes, the
Lao tea sector shows disparities in who benefits
from industry growth. Women are highly involved
in tea cultivation, for instance, and may benefit from
the communities’ improved market access, yet
they have few chances to become entrepreneurs.

Development of the tea sector can also exacerbate
socio-economic disparity as wealthier households
also own more and better-quality land for tea.
This was also the case for Cambodia, where the
contract farmers who were interviewed tended
to be those with larger landholdings. Their wealth
and experience meant they could better fulfil the
company’s technical requirements for organic
cassava. Itis also essential to understand who within
producer communities is involved in farming. In
Soc Trang, Vietnam, for example, most agricultural
workers are middle-aged women, with youth and
men employed primarily in industry or urban
areas. This means middle-aged women are the
main beneficiaries of increased income from rice
farming, any training or experience in marketing,
and any steps to elevate the voices of farmers in
production arrangements and decision-making
(this pattern can be seenin many casesin Vietnam;
see AGROINFO, 2020b). In the same case however,
ethnic Khmer farmers were not able to benefit to
the same degree as Kinh farmers, as information
and training were mostly provided in Vietnamese,
which marginalised Khmer participants. Thirty-
two out of 53 farmers interviewed claimed they did
not initially understand the new farming processes
and needed to follow other farmers instead. This
contrasts with Son La province, where sugarcane
farming can allow Thai ethnic farmers to build new
skills, at least in principle.



Dispute resolution

Dispute resolution mechanisms are essential
to ensure proper enforcement of contracts and
fulfilment of their terms. The cases show several
instances of disputes during project implementation
in relation to non-contract farming land and trade
concessions. In Mondulkiri province, Cambodia, the
rubber concession granted to Socfin became a site of
overt conflict when forests were cleared and a Bunong
burial site was burned down (Filer et al,, 2020). After
persistent protest, investors and producersengaged in
dialogue, backed by a network of organisations calling
for a compensation settlement. The French-based
International Federation for Human Rights stated
that the project had violated the UN Global Compact
and the UN Framework and Guiding Principles
on Business and Human Rights, as well as OECD
Guidelines. It took over ten years of negotiation for
company and community to reach an agreement (see
this paper’s discussion of land tenure). Thus, disputes
can be protracted and damaging for all parties, in
financial and reputational terms. The MondulKkiri
case also illustrates the need for both resolution
mechanisms and initial dialogue between investors
and communities to avoid conflict in the first place.

In the Lao sugarcane case, land lease terms resulted
in farmer grievances. Companies sub-leased
concession land out to smallholders at much higher
prices (SVK at US$43-52/ha/year; Mitr Lao at US$80/
ha/yr?) than they would have paid to lease land from
smallholders themselves or from the state (around
US$6/ha/yr). The sub-lease contracts contained no
dispute mechanisms and farmer grievances were
compounded by seeing concession land, which they
had previously held, sub-leased to outsiders.
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Even when contract farming emerges because
of disputes within other production models, such
schemes are not immune to conflict themselves.
Adherence to contract obligations, which requires
monitoring and a means to report violations, is
critical. In the Cambodia, Lao and Vietnamese cases,
accessible dispute resolution mechanisms are
notably absent, as are legal services for farmers and
cooperatives. For tea production in Xieng Khouang
province, Laos, this led to investment failure. Producers
who contracted with Chinese concession owner
Champakham company said they were not provided
with any promised technical support and that the
company only purchased a small portion of their
output, despite agreeing to buy all tea the farmers
produced. Farmers were unable to sell to other
buyers due to the terms of their agreement, resulting
in the concession being terminated and the investor
replaced in 2018 (Wilson, 2021). A dispute resolution
mechanism could have helped prevent the collapse
of the investment, and the conflict could have been
avoided through clear, equitable, and enforceable
contract terms.

Contracts can alsoincorporate independent dispute
mechanisms which can provide impartial rulings on
contract violations or other issues if conflicts emerge
between investors and farmers. These should be
specified in relevant laws or policies — in some cases,
such as Laos' Decree on Economic Dispute Resolution
and Decree on Village Mediation, a legal basis exists —
and more importantly in contracts themselves. This
is an access to justice issue as most farmers do not
know, or cannot access, legislation or legal services. It
is becoming more common for companies in some
agro-commodity sectors (palm oil, cocoa), largely
based in the Global North, to have publicly available

2 Exchange rates as of 10 January 2025: US$1 = LAK 21,812.50; US$1 = THB 34.63; THB1 = LAK 629.40
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whistleblower channels on their company website, dispute mechanism, instead placing it under
though this practice is rare for investors operating in  jurisdiction of provincial conciliation commmittees, the
the Mekong region. policy has nevertheless helped resolve disputes, with
farmers receiving compensation as a result (Marks,

The example of the Thai Contract Farming Law is
2022).

instructive here asastepintheright direction (see Box
2). Although it falls short of setting up an independent

BOX 4: FPIC FOR AGRICULTURAL INVESTMENT

One of the key mechanisms for promoting RAI and equitable relations between actors is Free,
Prior and Informmed Consent (FPIC), especially for indigenous communities and any groups with
especially unequal power relations to investors and/or governments. FPIC is a fundamental principle
of international law that recognises the rights of local commmunities, especially Indigenous Peoples, to
participate in decision-making processes that may affect their lands, resources and lives. The consent
process should be free from manipulation and communities must have the autonomy to make
informed decisions based on a clear understanding of the potential benefits, risks and alternatives. In
guaranteeing the rights of Indigenous Peoples and other customary rightsholders to give or withhold
consent to developments impacting their land, affected commmunities become key decisionmakers
in any project and have a right to shape its design and implementation. FPIC originates from the
fundamental right to self-determination, recognised in the International Covenant on Civil and Political
Rights (ICCPR) and the International Covenant on Economic, Social and Cultural Rights (ICESCR).

FPIC offers long-term benefits for both investors and commmunities and reduces the risk of conflict, yet
itis not enshrined in the laws of any Mekong country and therefore no regulatory incentive exists for
itsapplication in land-based investment projects. There is also a lack of understanding on what FPIC
entailsand a tendency to conflate it with more superficial ‘consultation’ processes or simply providing
information. Yet FPIC does not have to be complicated. It involves companies and governments
seeing communities who live near or participate in projects as stakeholders and decisionmakers, not
as hostile barriers to investment. In particular, constructive dialogue can avoid costly land disputes. At
the Mekong Regional Land Forum 2021, Graham Dixie of Grow Asia noted how the most successful
investors understand that good community relations improve investment viability and profitability.
During the Forum, Mr Khin Lay of Oxfam Cambodia also explained that:

“FPIC is not a one-off event, nor is it a procedural checklist. It is a continuous process of two-way
consultation where affected people are given full information prior to actions being taken. The process
mMay or may not lead to consent.”

(Deligne et al,, 2021, p. 34)

Aswith investments overall, FPIC must be inclusive to ensure that everyone within local communities
—rather than only the wealthy or powerful—both has a say in and benefits from investments (see
section 3.5 for a case-based analysis of power relations, including the role of FPIC).

Overall, practices of FPIC are largely absent from the case studies involving Indigenous Peoples or
ethnic minority groups, reflecting a general trend in the region. In Vietnam, there was no consideration
of FPIC for the involvement of the Thai communities in Son La or for the Khmer ones in Soc Trang. As
with Laos and Thailand, government authorities may not see the need to respect FPIC. Nevertheless,
FPIC does take place in other agricultural investments and two examples in Vietnam and Laos (beyond
the cases considered here) were raised during the 3rd Mekong Land Forum in May 2021.°

B These are:i) a coffee agro-forestry project in the Central Highlands of Vietnam implemented by Dutch NGO SNV with the Department
of Agriculture and Rural Development; and ii) experiences of the Lao-Swedish Burapha Agro-Forestry company consulting with
communities in Laos before setting up tree plantations (Deligne et al,, 2021).
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Land tenure security

As acknowledged earlier, concessions and land leases
are potentially damaging to the land tenure rights
of smallholder farmers, whereas contract farming
often, but not always, sees farmers remain in full
control of their land. However, in the Cambodian
rubber case, farmers were offered a contract farming
arrangement as a compensation for their land loss
to the concession, albeit one that came with a
credit scheme which put some of the farmers into
unmanageable debt. This arrangement required
that the farmers access the land for contract
farming through the company, rather than gaining
long-term recognition of ownership or use from
the government. Contractually, it is the company
that is leasing state land from the government. In
Cambodia, ELCs have been allocated without any
consideration for existing customary rights. Formal
tenure recognition through titling has been scattered
and inconsistent, particularly in upland areas. Given
the low tenure security provided, it is unsurprising
that most farmers chose the option of modest cash
compensation, hoping to continue their livelihoods
from before the concessions. Many farmers prefer
to clear new farmlands in forested areas including
within protected areas. The additional competition
from migrants in search of new agricultural lands
increases further land tenure insecurity in a context of
ineffective recognition and protection of customary
rights and only weak protection of formal rights.

In these circumstances, the ELCs are therefore
the beginning of a larger process of deforestation,
expansion of agricultural land for smallholder
plantations and the loss of customary tenure rights
in uplands areas.

In Laos, many upland areas are cultivated under
customary tenure without formal recognition.
Participation in tea contract farming has not
brought formal recognition of tenure for farmers,
largely because many tea areas are located in State
Protected Areas. The expansion of the tea sector has
instead resulted in greater competition for access to
land suitable for tea production -- both for wild tea,
a limited resource at risk of overextraction, and tea
gardens, a monoculture cash crop -- and ownership
over tea resources, reducing tenure security for
customary rightsholders in tea-growing areas.
Though these investors are not currently put off by
the lack of security in their sourcing areas, it presents
a major risk to production. Private use of communal
land for tea production can exclude more vulnerable
households that lack the capacity to invest, affecting
their livelihoods, which are often more dependent
on these communal areas. In the sugarcane case,
although most lands were not in upland areas,
smallholder farmers had cultivated them under
customary tenure systems. When the government
decided to reallocate lands to sugarcane companies,
farmers were forced to give up 75% of their land.

Asfarmer prepares his tools before going to the fields. © M LG éonar_d Reyes
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The land tenure processes in the cases in Vietnam,
where there has been greater statutory recognition
of customary rights, offer some key takeaways.
In both cases, there were no reported investor-
farmer land disputes: smallholders retained land
use rights, and investors, with government support,
recruited farmers to assemble the necessary land
concentration for the project. Though this can be a
lengthy process, it avoids higher costs to lease land,
transfer rights, or address potential disputes. In Soc
Trang, a formal policy helped households inside and
outside a designated project area exchange use
rights. Of 100 surveyed households, 73% reported
they benefited from this process. In Son La, farmers
who engaged in contract sugarcane farming used
their increased income to purchase more land to
grow more sugarcane. As a result, average land
size of contracted farmers rose to 1.27 hectares per
household compared to 0.85 hectares for non-
contracted households.

Environmental impacts

Contract farming can also have significant
environmental impacts depending on the crop
system. As such, emerging policies on contract
farming can mandate environmental responsibility
and justice, grounded in local community
participation and cross-referencing environmental
protection statutes, as part of agricultural
investments. In cases where production began under
a concession model but later shifted to contract
farming, there is a clear increase in attempts to
address environmental impacts. For production
of sugarcane in Laos for example, there were no
environmental or social impact assessments for Mitr
Lao and SVK's initial concessions in 2006 as these
were not required at the time. However, subsequent
agreements required the companies mitigate erosion
and manage soil health. SVK's most recent contract
requires an Environmental and Social Management
and Monitoring Plan. In 2015, Mitr Lao also began a
transition to organic production, processing its first




(partially) organic crop in 2018. The company now
has organic and non-organic sourcing areas: farmers
with organic plots must follow company practice,
though input application, farm management and
harvesting are all undertaken by company staff at
the farmers’ expense. In the case of tea production
in Phousan, Laos, the sector's development has led
to deforestation and destruction of wild tea trees,
with forest conservation generally not incorporated
into contracts.

Other cases show environmental responsibility
integrated into investments from the outset. Among
the Vietnamese cases, a much higher proportion
of households reported positive environmental
impacts for contract farming of rice in Soc Trang
(86%) compared to sugarcane production in Son
La (60%). This reflects an emphasis in the Soc
Trang arrangement on training farmers on the
appropriate use of fertilisers and pesticides and the
use of environmentally friendly products, which has
led to reduced negative impacts on soil and water
resources. In Cambodia, the CACC supply chain is
based on the added value of organic cassava, with
cooperatives providing training and support for
farmers, as previously outlined. For Lao tea, organic
value chains have similarly become key to developing
the sector, driven in part by producer organisations
such asthe FOTPG. While environmental stewardship
and justice encompass far more than certifications,
these cases represent steps to integrate such
principles into investment arrangements.

Livelihood outcomes

Potential benefits for farmers engaged in contract
farming include retaining their land and gaining
access to markets, higher and more stable prices,
technical assistance and financing. The cases in this
study are ongoing, making it hard to gauge their
overall impacts on livelihoods. Additionally, there is
little data comparing contract farming with other
farming activities. However, the specifics of each case
very clearly illustrate how RAI policies can maximise
livelihood benefits for farmers by responding to their
needs and voices, in particular by: 1) reducing risks
for farmers, 2) supporting farmers to increase their
capacity, and 3) placing their participation at the
centre ofinvestment planning and implementation.
In terms of livelihood changes over time, it is worth
noting that although contract farming may help
develop “new” crops (or crops not previously
cultivated on an industrial scale), it may also be
pushing changes for crops that farmers have been
cultivating traditionally — as is the case with rice in
Soc Trang, Vietnam and tea in some areas of Laos.
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Recognising the context is crucial for understanding
farmers’ engagement in contract farming.

Farmers across cases often report positive impacts
on their net income, however these gains are
often tempered by high risks and other financial
burdens. In Cambodia, rubber and organic cassava
contract farmers all reported increased household
consumption, better living conditions in the village,
and higher school enrolment. Among cassava
contract farmers, 59% reported that contract
farming had a moderately positive impact on their
livelihoods and 20% reported an important impact.
In all cases in Cambodia however, the communities
saw increased indebtedness as farmers take out
loans to fund their involvement in new projects. In
Vietnam, 80 to 90% of households in the two cases
(though not always the same households) reported
reduced production costs, an improvement in
productivity,and higherincome. In Soc Trang, paddy
rice contract farmers received an annual revenue
of 23.6 million VND per hectare compared to 15.6
million VND for non-linked households. However,
capital demands again presented a barrier or risk,
as many households took on debt to lease more
land and invest in production. In Son La, sugarcane
growing households reported higher incomes (71.26
million VND/ha/year) compared to non-contracted
farmers growing paddy, corn, and cassava (40.6
million VND/ha/year). Additionally, producing for
the company required a high initial investment,
including making improvements to soil quality.
A similar dynamic is visible for sugarcane in Laos,
where farmers took on loans from the companies.
However, with yields initially low, many defaulted
and dropped out of the scheme. SVK and Mitr Lao
subsequently adjusted the terms, letting farmers
repay their debts over three years. Nevertheless,
problems continued, and the companies began
requiring security guarantees.

Contract farming arrangements also offer a chance
to support capacity building for farmers in terms of
both technical knowledge and soft skills. Examples
include organic cassava production in Cambodia, in
which the arrangement sought to help smallholders
gain skills in organic farming and seed production.
In the case of Son La sugarcane in Vietnam, land
concentration and government support facilitated
technical capacity building for farmers. This is
notably in contrast to the Lao sugarcane case, in
which company employees take on technical tasks
and mechanised processes. Though some farmers
may not have the skills or machines required for
these tasks, there is scope to help them build these
skills or to contract them to carry out the tasks
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using company equipment. For tea farming in Laos,
investors have also pledged to support producers
in developing new production techniques, in
partnership with local government. Follow-through
on this has been limited, however, often due to a
lack of local capacity among investors, suggesting
the need for policies that can guarantee investors'
ability to fulfil all aspects of contracts—not only in
purchasing the crop but also in technical assistance
and capacity building. Other companies reported
concerns that, following any investment in farmer
capacities, the government would not enforce their
contracts, leading to wasted resources.

For farmers, the question of whether contracting
farming benefits their livelihoods are often tied to
their free participation in investment planning and
implementation. This may be even more important
than a strictly income-based comparison. Among
rubber farmersin Cambodia, 61% reported contract
farming had only a small positive impact on their
livelihoods, while 62% said they would prefer a
non-contract farming system. This stems from
the company's inability to offer higher prices for
the latex than the local middlemen and traders.
Farmers can still earn a reasonable income, which
indicates that a smallholder model may be more
resilient, and possibly more efficient, in the face of
commodity price volatility and other unforeseen
shocks. On the other hand, 95% of respondents in
the CACC case wished to continue contract farming;
this likely reflects the positive effects of sufficient
consultation during setup, monitoring during
implementation, and support from actors such as
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agricultural cooperatives in facilitating information
sharing and technical exchange between investors
and farmers. In Laos, some, but not all, sugarcane
farmers reported they felt coerced into contract
farming due to the scale of the investment and a
lack of other opportunities. By contrast, in the Lao
tea sector, the farmers’ growing ability to organise
through producer organisations has allowed
them to pursue new value chain arrangements.
Tea farmers interviewed for the study, particularly
fromm Phongsaly, said they benefitted from higher
prices and greater market access through investors,
especially during spring picks and during the wet
season.

In all cases however, contract farming often sees
farmers bearing most of the production risk. For
sugarcane in Son La, Vietnam, contracts have
resulted in an unfavourable deal for farmers,
particularly in the context of low sugar prices on
the international market. Farmers purchase inputs
from the company on no-interest credit which
they pay back at harvest. Though the company
agreed to purchase all of the farmers’ output
and claims to provide a higher price than other
traders, the contract does not set a price. As a result,
farmers’ profits depend on international market
fluctuations, but they still have to repay their debts
tothe company. The livelihood benefits for contract
farmers are hampered by the inequitable portion of
the risks of production which they still bear, resulting
inan unstable arrangement that may not be tenable
or financially viable in the long-term.
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OBSERVATIONS AND RECOMMENDATIONS

Each case study in this paper resulted in a published
set of recommmendations, with country- and context-
specific action steps. The recommendations here
combine those that resonate at a regional level and
suggest a path forward based on the above analysis.

Contract farming does not inherently promote
responsible agricultural investment, and it can
introduce its own unbalanced power dynamic.
But done well, it can offer a platform for equitable
relations, shared benefits, inclusive participation,
and environmentally just practices. The success of a
responsible contract farming project stems largely
from positive, mutually-respectful relationships
between parties, equitable benefits for all, effective
government and non-government facilitation,
contracts that detail clear roles and responsibilities,
and implementation of fair terms. However much
of this requires passing and implementing laws
that make such contracts enforceable and support
conflict resolution mechanisms. The cases analysed
here show the positive results from cooperative-
led arrangements, such as the rice production in
Soc Trang, Vietnam and organic cassava in Preah
Vihear, Cambodia. This shift is also visible in Lao tea
production, where producer groups now drive some
of the sector's more positive developments.

The diversity of cases for a given country, crop, or
model illustrates the challenges for policymakers but
also successes in responding to local contexts. Policy
cantarget the potential of a certain crop (such asthe
Phongsaly Provincial Tea Development Strategy) or
investment model; for example, to facilitate the role
of tea associationsin Laos. There are situations where
informal relationships without a contract work well
thanks to a high level of trust and respect between
investor and farmer. However, a clear and negotiated
contract is a useful tool to build trust in most cases.
Contract farming itself is understood differently
across different countries, as seen in the top-down
structure common in Laos or the Vietnamese
government's emphasis on production linkages and
land concentration. In terms of dynamic contract
farming policy, frameworks that are responsive to
farmer voices can help identify key areas of need
during project setup and implementation.

These approaches place high demands on the
capacity of local and central governments, and
donors and NGOs can play an important role
in building this capacity. National-level state
agencies can encourage desirable investments
and assess their viability, as well as define roles and
responsibilities of actors in a project. Policy can
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help investors and producers understand their
rights, and independent, accessible, and effective
mediation and dispute resolution mechanisms
can add a level security, helping parties reach
a better understanding over time and avoid
protracted conflict.

Policies and regulations can include guidelines
for contracts, such as templates, which provide a
basis - though not a guarantee - for more equitable
contracting. These can facilitate understanding for
all parties and positive relationships but must also be
flexible.Some investments may involve a multipartite
model, for example, or present particular technical
needs such as for organic production. Templates can
also incorporate an effective mechanism to monitor
and enforce contract obligations, either reflecting
national mechanisms or setting up context-specific
processes. Policies must require that contracts
include clear and equitable terms around pricing
and support services. They can also promote the
positive potential of cooperatives, seen in the cases
discussed here, as they can play an important role in
investor-farmer dynamics, in establishing a positive
relationship, monitoring projects and providing
mediation where needed.

Like contracts, land is a key factor in achieving
equitable outcomes. However, secure tenure for
smallholders does not in and of itself guarantee
mutually beneficial projects, nor does smallholder
participation always lead to more secure tenure.

Instead, the opposite can be true: there can be a
risk of land loss in cases where farmers become
indebted. When there is tenure insecurity, the
rights of those involved in the investment are at
risk, increasing the potential for conflict and other
forms of disenfranchisement. The promotion of
responsible agricultural investment therefore needs
to go hand in hand with efforts to improve land
tenure security, both through the recognition and
protection of customary systems of tenure and the
adoption of tenure instruments such as titles and
certificates across geographies and scales. This is
central to the long term viability of investments for
all parties.

The studies provided limited data on livelihood
outcomes for farmers and on inclusivity in projects.
Profitability of these ventures for the investors
could also be explored further, such as through
a comparison between concession and contract
farming outcomes. Further study is necessary to
outline how emerging policies can acknowledge
and amplify the role of women in production
and decision-making. Research is also needed to
determine who benefits from contract farming and
where support could be lent to those otherwise
marginalised by such schemes.

Workshop discussions and case evidence also
show that environmental responsibility must be
made central to contract farming schemes. How
can contract farming contribute to diversified



production and agroecological practices rather
than imposing monocropping, which strains soil,
ecosystems, and farmers? Can contract farming
work in tandem with responsible stewardship of
the region's resources, including water, forests,
and air? What would agricultural production look
like if voices often excluded from policymaking
spaces—those of women and Indigenous Peoples,
for instance—were the ones driving policy?

The following are the key lessons learned and
takeaways that can inform policy processes for
contract farming:

Policy:

1. Thereisa need for legislation that achieves
clarity and consistency and is responsive
to local context, facilitating straightforward
processes for all stakeholders. This could
include new contract farming laws or other
types of legislation, revisions to existing
investment and agricultural policy, or
specialised policies governing certain crops,
areas or investment models.

2. Policy incentives for contract farming
should support efforts to promote secure
land tenure, either through land titling
or recognition of customary tenure for
smallholders and communities who steward
agrarian land.

3. Policies must be grounded in the voices,
needs and knowledge of women, reflecting
their roles as decision-makers on contract
farming projects, both separate from and
together with their husbands. Policies must
promote gender equity, including through
formalised steps throughout investor-farmer
relationships. These include the co-signing
of contracts, as this gives couples equal legal
standing in the event of disputes.

Contracts:

4. Contracts should contain clear and fair
roles and responsibilities for parties.
Farmers should be able to easily understand
their rights and obligations, both when
deciding whether to sign a contract and
afterwards. This can establish positive lines
of communication and the foundation for
mutual trust and respect between farmer
and investor.

5. Contracts should be enforceable, laying
out processes for monitoring that are
satisfactory for both farmers and investors.
Contracts must stipulate consequences

)
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for violations and processes for dispute
resolution, ideally via a low-cost independent
dispute mechanism.

6. Contracts should stipulate clear and fair
pricing and payment terms, including
payment structures and schedules. They
must equitably distribute risks, such as
through minimum purchase commitments.

Farmer support:

7. The local authorities should promote and
support an effective, transparent and
inclusive contract negotiation process as
the basis for positive communication and
mutual trust between farmer and investor.

8. Farmers need support in terms of materials,
technical expertise, and financing to
succeed in a new enterprise. Investors, local
government, cooperatives, and NGOs can all
contribute to this process. Itisimportant to
clearly identify who will provide each type
of support. The provision of credit must be
handled with care to minimise the risk of
unmanageable or exploitative debt.

9. Producer groups, such as cooperatives,
play a key role as intermediaries between
individual farmers and companies, helping
to establish production arrangements and
by providing support services and training.
There is a need for policies that allocate
resources and capacity for these groups
to improve their support for responsible
contract farming.
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APPENDIX 1: AGRICULTURAL INVESTMENT MODELS

Contract farming models

Informal Model

Relations are set up verbally between buyer and/or intermediary
with smallholder farmers, with no formalised, written agreement.
There may be involvement of both inputs and outputs in the

agreement, or merely one of the components. Participants likely

involve small firms with agreements covering one growing season.

Buyer
Intermediary

Intermediary Model

The buyer has no direct contact or contract with smallholders.
Instead, intermediaries organise contracts (potentially with inputs
and connected services, and receiving outputs), then liaising with
the buyer.
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Multipartite Model

The buyer sets up relations with smallholder farmers, but with
services provided by other actors. These can include financing
institutions, government agencies, and input suppliers. The buyer
orthe other actors may have a direct contract with the farmers.
There may also be an intermediary.

MFls/
Rural banks

i

NGO/
Gov'tagency

o =

Input
Suppliers

0‘.
opoye
-‘-‘-

Centralised Model

The buyer sets up contracts with several smallholder farmers,
supplying inputs and receiving the output. While the farmer
operates production, the buyerwill control management of this
process, such as in the timing of cultivation components, and
demands on the quality of produce delivered.

oy
[11]

Nucleus Estate (Outgrower)

The company/investor has access to its own concessionary area or
leasehold forits own operations. However, it additionally contracts
smallholder farmers, who may use land belonging to the company
ortheirown in the surrounding area, with the company supplying
inputs and receiving the output. The company then controls the
commaodity output for selling on to a processing facility or to other
buyers. This model is frequently referred to as an ‘outgrower’ model.
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Non-contract farming models

Concession Model

The company/investoris granted a concessionary area forits own operations. It does not utilise smallholders (except potentially as labour
inthe concession) and their land in the surrounding area.
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Production takes place
onalarge area of
leased state land

Land Lease Model

The company/investor leases a plot of land from one or many smallholder farmers, then conducts its operations for a set period of time,
and sells the product to a processing plant or other buyers.
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APPENDIX 2: LEGAL DEVELOPMENTS RELATING TO
AGRICULTURAL INVESTMENT IN THE MEKONG
REGION

Cambodia - 1992 Land Law (revised 2001) - 1994 Law on Investment + 2011 Sub-decree No. 36 on
revised 2017, 2021 contract farmin
- 2002 Law on Forestry ( ' ) E
. 2005 Sub-decree No. 146 on
- 2008 Law for Protected Areas Economic Lane Concassions
(ELCs)
.+ 2012 Order O1 (on Measures
Strengthening and
Increasing Effectiveness of
ELC Management)
- 2016 Sub-decree No. 69 on the
Transfer of Protected Forest,
Protected Areas, Production
Forest and Economic Land
Concessions between MAFF
and MOE
+ 2019 Instruction on
Investment Approval and Land
Management Mechanism
for Leasing or Concession to
Cultivate Crops
Laos + 2003 Land Law (revised 2019) + 1990 Contract Law (revised - 1998 Agriculture Law
» 2007 Forestry Law 2008, 2019) » 2024 PM Decree on Contract
(revised 2019) - 2005 Policy mantra ‘Turning Farming (forthcoming)
) Land into Capital’
- 2024 National Assembly andain apita
Resolution No. 57/SCNA on . 2007 Resolution No. 6/PMO of
approval for use rights in State National Land Meeting
Forest Areas
- 2009 Law on Investment
Promotion (revised 2016;
revision forthcoming 2024)
- 2019 Instruction 0457 on
Investment Approval and Land
Management Mechanisms
for Leasing or Concessions to
Cultivate Crops
Vietnam . 1988 Land Law (most recent - 2014 Law on Investment . 2018 Decree 98/2018/ND-CP (on
revision 2024) (revised 2020) contract farming)
« 2014 Law on Enterprises
(revised 2020)
Myanmar - 1991 Wasteland Instructions - 2012 Foreign Investment Law
- 2012 Farmland Law .+ 2016 Investment Law (& 2017
(revised 2020) Investment Rules)
- 2012 Vacant, Fallow and Virgin
Lands Management Law (VFV
Law) (revised 2018)
- 2014 National Land Use Policy
Thailand - 1954 Land Code - 1977 Investment Promotion Act | - 2017 Contract Farming Act
- 1989 Foreign Business Act
Regional * 1967 ASEAN (Vietnam joins 1995, Laos and Myanmar in 1997, Cambodia in 1999)
* 1989 APEC (with Thailand, Vietnam joins 1998)
* 2015 ASEAN Economic Community (AEC) established
+ 2018 Trans-Pacific Partnership agreement signed (with Vietnam)
» 2018 ASEAN-RAI Guidelines adopted
» 2022 Regional Comprehensive Economic Partnership effective
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New policy priorities are emerging for agricultural investment in the Mekong region. The restructuring of
the global food system has consolidated more agrarian land in the hands of fewer, more powerful stake-
holdersthrough concession models, driving new forms of investment purporting to raise revenues, support
rural development, and mitigate food insecurity. These models have fallen short of achieving their stated
goals, exacerbating pressure on land, forests, biodiversity, and the climate in the process. Yet a window of
opportunity is now open for production arrangements that create a more equitable balance of benefits
and risk between investors and smallholder farmers under the broad umbrella of Responsible Agricultur-
al Investment (RAI), which prioritizes social and environmental sustainability, equity, and inclusivity.

This study brings together six case studies on contract farming in the Mekong region. With a focus on
Cambodia, Lao PDR and Vietnam, it adopts a comparative analytical framework to trace how production
arrangements have changed, outline emerging policy trends related to contract farming, and offer syn-
thesized recommendations to inform the growing movement towards RAI. While agricultural investments
are highly contextual and influenced by crop, country, and investment model, and while there is no single
approach that guarantees an ideal outcome for RAI, the diverse cases presented here illustrate the need
for clear, equitable, and enforceable contracts that benefit all parties, comprehensive legislation, and direct
farmer support.

The Mekong Region Land Governance Project (MRLG) aims to improve the land tenure security of small-
holder farmers in the Mekong region and has been operating in Cambodia, Laos, Myanmar and Viet Nam
since April 2014.

MRLG is a project of the Government of Switzerland, through the Swiss Agency for Development and Co-
operation (SDC), with co-financing from the Government of Germany and the Government of Luxembourg.
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