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Contracting agricultural production The town of Melka Awash is located in Ethiopia’s Oromia region, on the banks of the Awash River about 50 km south of Addis Ababa. Since 2005, the Melka Awash farmers have been organized in a cooperative union that now has more than 30,000 members who produce wheat, malt barley, teff and chickpea on individual plots averaging 2 to 3 hectares. In 2012, British beer producer Diageo plc acquired Ethiopia-based Meta Abo Breweries and decided to source its raw materials locally. Diageo-Meta signed production contracts with members of the Melka Awash Cooperative Union to procure 1,000 metric tons of malt barley. Using the seeds and fertilizers provided by Diageo-Meta, the farmers of Melka Awash now have a secure output for their malt barley production, and the brewer can count on a reliable supply of raw materials. 7KH)RRGDQG$JULFXOWXUH2UJDQL]DWLRQ)$2  RIWKH8QLWHG1DWLRQVLQLWVGuiding Principles for Responsible Contract Farming Operations GHÀQHVFRQWUDFWIDUPLQJDV´DJULFXOWXUDOSURGXFWLRQFDUULHGRXWDFFRUGLQJWRDIRUPDO  FRQWUDFWEHWZHHQDSXUFKDVHUDQGDIDUPHU which establishes conditions for the production DQGPDUNHWLQJRIDIDUPSURGXFWRUSURGXFWVµ1 &RQWUDFWIDUPLQJKDVEHHQXVHGLQFUHDVLQJO\LQ ERWKGHYHORSHGDQGGHYHORSLQJFRXQWULHVDV JOREDOL]DWLRQSRSXODWLRQJURZWKDQGWKHGHYHORSPHQWRIUXUDOLQIUDVWUXFWXUHKDYHRSHQHG QHZPDUNHWRSSRUWXQLWLHVIRUKLJKYDOXHFURSV FHUWLÀHGFURSVDQGOLYHVWRFNSURGXFWLRQ2 In %UD]LOIRUH[DPSOHRISRXOWU\SURGXFWLRQ LVXQGHUFRQWUDFW,Q9LHWQDPRIFRWWRQ DQGIUHVKPLONRIWHDDQGRIULFHDUH SXUFKDVHGWKURXJKFRQWUDFWV*RYHUQPHQWV DUHDOVRSURPRWLQJFRQWUDFWIDUPLQJLQ&KLQD ,QGLD /DWLQ $PHULFD DQG VHYHUDO $IULFDQ countries.3



$NH\IHDWXUHRIFRQWUDFWIDUPLQJLVWKDWLWHVWDEOLVKHVEDFNZDUGOLQNDJHVZKLFKFDQLQYROYHFUHGLW IRU IDUPLQJ LQSXWV H[WHQVLRQ RU RWKHU VHUYLFHV WRSURGXFHUV,WDOVRIDFLOLWDWHVIRUZDUGPDUNHW OLQNDJHVZKHUHSURGXFHUVKDYHDJXDUDQWHHG EX\HUIRUWKHLUJRRGVDQGEX\HUVVHFXUHFRQVLVtent supplies at a reasonable price and desired TXDOLW\6XFKDUUDQJHPHQWVRIIHUPXWXDOJDLQVWR the contracting parties and are a cornerstone of PDUNHWOHGFRPPHUFLDODJULFXOWXUH4 &RQWUDFWIDUPLQJFDQEHDSDUWLFXODUO\HIIHFWLYHDSSURDFKWRLQFUHDVHWKHSDUWLFLSDWLRQRI WKHIDUPVHFWRULQWKHPDUNHW)DUPHUVRIWHQ KDYHOLPLWHGFDSDFLW\WRSURGXFHKLJKTXDOLW\ SURGXFWVDWFRPSHWLWLYHFRVWVDQGRIWHQODFN DFFHVVWRLQIRUPDWLRQVNLOOVWHFKQRORJLHVDQG other infrastructure needed to reach urban PDUNHWV:HOOPDQDJHGFRQWUDFWIDUPLQJFDQ KHOSIDUPHUVVROYHPDQ\RIWKHVHERWWOHQHFNV ZKLOHLQFUHDVLQJWKHLUSURÀWDELOLW\
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+RZHYHULPSOHPHQWLQJDQGPDQDJLQJVXVWDLQDEOHFRQWUDFWIDUPLQJDUUDQJHPHQWVSUHVHQW P\ULDGFKDOOHQJHV$PRQJWKHVHLVWKHHFRQRPLFSRZHUGLVSDULW\EHWZHHQFRQWUDFWLQJSDUWLHV 7KH FRQWUDFWRU W\SLFDOO\ D ODUJH SURFHVVLQJ RUPDUNHWLQJFRPSDQ\PD\EHLQDSRVLWLRQ WRLPSRVHFRQWUDFWWHUPVWKDWIDYRUKLVRUKHU LQWHUHVWV0HDQZKLOHWKHSURGXFHUJHQHUDOO\D VPDOOWRPHGLXPVFDOHIDUPHUPD\QRWEHLQD SRVLWLRQWRIXOO\XQGHUVWDQGQHJRWLDWHRUDVVHVV WKHH[WHQWDQGLPSOLFDWLRQVRIWKHFRQWUDFWXDO obligations. $QRWKHUFKDOOHQJHLVWKHSRVVLELOLW\RIYROXQWDU\ EUHDFKHVRIFRQWUDFW³RSSRUWXQLVWLFDWWHPSWV E\HLWKHUSDUW\WRREWDLQEHQHÀWVRUHVFDSH OLDELOLWLHVWKDWUHVXOWLQHLWKHUIDLOLQJWRPHHWWKHLU FRQWUDFWXDOREOLJDWLRQV7KHFRQWUDFWRUPD\ SURYLGHWKHIDUPLQJLQSXWVZLWKDGHOD\RULQ DQLQVXIÀFLHQWTXDQWLW\ZLWKQHJDWLYHFRQVHTXHQFHVRQ\LHOGV'LVSXWHVFDQDOVRDULVHRYHU WKHJUDGLQJRISURGXFWVZKLFKFDQDGYHUVHO\ LPSDFWWKHVDOHVSULFH)RUWKHLUSDUWSURGXFHUV FDQGLYHUWWKHFRQWUDFWRU·VLQSXWVWRRWKHUXVHV RUVHOOWKHSURGXFWLRQWRRWKHUEX\HUVLQYLRODWLRQ RIWKHFRQWUDFWDOVRNQRZQDV´VLGHVHOOLQJµ
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ZLOOSURPRWHSUHGLFWDELOLW\DQGUHGXFHXQFHUWDLQWLHVLQWKHHYHQWRIQRQSHUIRUPDQFHRIWKH FRQWUDFWWHUPVZKLFKLVFUXFLDOWRVXVWDLQEXVLQHVVUHODWLRQVKLSV)XUWKHUPRUHVWUHQJWKHQLQJ GLVSXWHUHVROXWLRQPHFKDQLVPVWKDWDUHTXLFN DFFHVVLEOHDQGHIÀFLHQWFDQDOVRHQFRXUDJH EURDGHUXSWDNHRIFRQWUDFWIDUPLQJ



What the contracting agricultural production data focus on The contracting agricultural production data FRYHUODZVDQGUHJXODWLRQVWKDWDSSO\WRFRQWUDFWIDUPLQJDJUHHPHQWVZKHWKHUSURGXFWLRQ FRQWUDFWVRUPDUNHWLQJFRQWUDFWV)RXUGDWDVHWV KDYHEHHQGHYHORSHGDVIROORZV 1. Regulatory framework for contract farming. 7KHVH GDWD LGHQWLI\ WKH ODZV UHJXODWLQJ FRQWUDFW IDUPLQJ DJUHHPHQWV ,Q SDUWLFXODU WKH GDWD IRFXV RQ whether or not there is ad hoc legislation ZLWK WKH VSHFLÀF SXUSRVH RI UHJXODWLQJ FRQWUDFWIDUPLQJDJUHHPHQWVDQGZKDW RWKHU ODZV RU VHW RI ODZV DSSO\ WR VXFK DJUHHPHQWV 2. &RQWUDFW VSHFLÀFDWLRQV These data LGHQWLI\ZKLFKRIDVHWRIFRQWUDFWVSHFLÀFDWLRQV DUH UHJXODWHG E\ WKH ODZV WKDW JRYHUQ FRQWUDFW IDUPLQJ DJUHHPHQWV 7KHGDWDIRFXVRQVSHFLÀFDWLRQVWKDWDUH FUXFLDOIRUWKHVHDJUHHPHQWVWKHTXDOLW\ DQGTXDQWLW\RIWKHFRQWUDFWHGSURGXFWLRQ WKH PHWKRGV IRU GHWHUPLQLQJ SULFHV DQGPDNLQJSD\PHQWVDQGWKHGHOLYHU\ of products. The data differentiate beWZHHQPDQGDWRU\UXOHVUXOHVWKDWWKHSDUWLHVFDQQRWZDLYHRUDOWHUE\DJUHHPHQW  DQGGHIDXOWUXOHVUXOHVWKDWDSSO\RQO\LI WKHSDUWLHVGHFLGHQRWWRDOWHUWKHP  3. Procedural requirements for contract farming. These data show whether the



laws and regulations establish registraWLRQ UHTXLUHPHQWV HLWKHU IRU WKH FRQtracting parties or for the contract itself. 4. Dispute resolution mechanisms. These data establish whether there is a speFLDOL]HG GLVSXWH UHVROXWLRQ PHFKDQLVP IRU GLVSXWHV DULVLQJ IURP FRQWUDFW IDUPLQJDJUHHPHQWVDQGZKHWKHUPHGLDWLRQ LVUHTXLUHGEHIRUHDQ\DUELWUDORUMXGLFLDO proceedings.



What the initial pilot results show 7KHDQDO\VLVRIKRZFRQWUDFWIDUPLQJLVUHJXODWHGUHYHDOVQRWLFHDEOHYDULDWLRQVDFURVVWKH SLORWFRXQWULHV7KHVHYDULDWLRQVDUHUHÁHFWHGLQ GLYHUVHUXOHVDQGUHTXLUHPHQWVUHJDUGLQJFRQWUDFWVSHFLÀFDWLRQV6RPHFRXQWULHVHVWDEOLVK VSHFLÀFLQVWLWXWLRQDOPHFKDQLVPVWRRYHUVHHDQG PRQLWRUWKHSUDFWLFHRIFRQWUDFWIDUPLQJDQG DGGUHVVGLVSXWHVDULVLQJIURPFRQWUDFWEUHDFK



Ad hoc contract farming laws are found in only 2 countries—Morocco and Spain Countries tend to take 2 different approaches WRUHJXODWLQJFRQWUDFWIDUPLQJUHÁHFWLQJGRPHVWLFOHJDOWUDGLWLRQVDQGWKHSHULRGLQZKLFK the legislation was drafted. Ad hoc laws sugJHVWDYLHZWKDWFRQWUDFWIDUPLQJDJUHHPHQWV



KDYHSDUWLFXODULWLHVUHTXLULQJDVSHFLÀFVHWRI UHJXODWRU\SURYLVLRQV%\FRQWUDVWUHOLDQFHRQ WKHH[LVWLQJOHJDOIUDPHZRUNRIFRQWUDFWVDQG obligations signals a perception that broader QRUPVDUHVXIÀFLHQWWRUHJXODWHFRQWUDFWIDUPLQJ DJUHHPHQWV 7ZRFRXQWULHV³0RURFFRDQG6SDLQ³KDYHDG KRFOHJLVODWLRQRQFRQWUDFWIDUPLQJÀJXUH  7KHUHDUHKRZHYHUQRWLFHDEOHGLIIHUHQFHVEHWZHHQWKHUHJXODWRU\HQYLURQPHQWVHVWDEOLVKHG in these countries. Morocco has a new law on IDUPLQJDJJUHJDWLRQZLWKGHWDLOHGSURYLVLRQV FRYHULQJLVVXHVIURPIRUPXODWLQJWRLPSOHPHQWLQJ a contract.10 The Law of 2012 is a pillar of the Plan Maroc Vert (Green Morocco Plan),WDLPV DWSURPRWLQJDJULFXOWXUDOSURMHFWVWKDWJURXS IRUDGHÀQLWHWLPHSHULRGVHYHUDODJJUHJDWHG parties and one aggregator for the producWLRQ WKH FRQGLWLRQLQJ WKH SURFHVVLQJ RU WKH FRPPHUFLDOL]DWLRQRIDJULFXOWXUDOSURGXFWV11 In DGGLWLRQVXFKDJULFXOWXUDOSURMHFWVPXVWVHHNDW OHDVWRQHRIWKHIROORZLQJREMHFWLYHVWHFKQLFDO WUDLQLQJRISURGXFHUVDQGSRROLQJRIWKHPHDQV RISURGXFWLRQRULQSXWVIDFLOLWDWHGDFFHVVWR ÀQDQFLQJDQGRULQVXUDQFHRUIDFLOLWDWHGDFFHVVWRGRPHVWLFDQGH[SRUWPDUNHWVHLWKHUIRU GLUHFWFRQVXPSWLRQRUWUDQVIRUPDWLRQ12 On the RWKHUKDQG6SDLQLQWURGXFHGDODZRQVWDQGDUG contracts in 200013DQGDODZRQPHDVXUHVWRLPSURYHWKHIXQFWLRQLQJRIWKHIRRGVXSSO\FKDLQLQ



FIGURE 9.1:6SHFLÀFODZVRQFRQWUDFWIDUPLQJH[LVWLQRQO\FRXQWULHV Countries with a law on contract farming
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Source: Enabling the Business of Agriculture database.
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2013.147KHVHODZVWRJHWKHUZLWKWKH6SDQLVK&LYLO &RGHJRYHUQGLIIHUHQWDVSHFWVRIDJULFXOWXUDO production contracts. The Law of 2000 focuses RQVWDQGDUGFRQWUDFWVWKDWDUHDSSURYHGE\WKH JRYHUQPHQWDQGDUHDSSOLFDEOHIRUPDUNHWLQJ and production contracts in a designated sector. 7KH/DZRIFRPSOHPHQWVLWE\UHJXODWLQJDOO PDUNHWLQJDQGSURGXFWLRQFRQWUDFWVLQFOXGLQJ standard contracts. $PRQJWKHUHPDLQLQJFRXQWULHVRQO\1HSDO KDVGHPRQVWUDWHGDQLQWHQWLRQWRSXWLQSODFH VSHFLÀFOHJLVODWLRQWRIDFLOLWDWHDJULFXOWXUDOSURGXFWLRQXQGHUFRQWUDFWV7KH1HSDOHVH0LQLVWU\ RI$JULFXOWXUHDQG&RRSHUDWLYHVUHFHQWO\SUHSDUHGDGUDIWODZRQFRQWUDFWIDUPLQJWKDW LI SDVVHG E\ SDUOLDPHQW FRXOG SRWHQWLDOO\ SURYLGHDFOHDUHUOHJDOIUDPHZRUNIRUSURGXFHUV IDUPHU RUJDQL]DWLRQV DQG DJULEXVLQHVVHV engaging in contractual relationships. In 4 FRXQWULHV³(WKLRSLD*XDWHPDOD0R]DPELTXH DQG WKH 3KLOLSSLQHV³DJULFXOWXUDO SURGXFWLRQ FRQWUDFWVDUHJRYHUQHGVROHO\E\WKHFLYLOFRGH ,Q8JDQGDWKH6DOHRI*RRGV$FWRIDQG the Contracts Act of 2010 are the principal ODZVRQFRQWUDFWIDUPLQJZKLOHLQ1HSDODQG 5ZDQGDLWLVDFRPELQDWLRQRIWKH&LYLO&RGH and the Contract Act. ,QDGGLWLRQVRPHFRXQWULHVKDYHHVWDEOLVKHG SURGXFWVSHFLÀFOHJLVODWLRQWKDWVHWVFRQGLWLRQV DQG UHTXLUHPHQWV WKDW KDYH DQ LPSDFW RQ SURGXFWLRQ DQG PDUNHWLQJ FRQWUDFWV IRU WKH WDUJHWHGFRPPRGLW\,Q8JDQGDIRUH[DPSOH SURGXFWVSHFLÀF DFWV RUJDQL]H WKH SURGXFWLRQDQGFRPPHUFLDOL]DWLRQRIFRWWRQGDLU\ FRIIHHDQGWREDFFRVHWWLQJUHTXLUHPHQWVIRU SURGXFHU WUDGHU DQG SURFHVVRU UHJLVWUDWLRQ LQSXWGLVWULEXWLRQRUSURGXFWJUDGLQJ In other FRXQWULHVDJULFXOWXUDOGHYHORSPHQWSURJUDPV FDQUHJXODWHFRQWUDFWIDUPLQJIRUDWDUJHWHG SRSXODWLRQRISURGXFHUV)RUH[DPSOHXQGHU WKH 3KLOLSSLQHV·  5XOHV DQG 5HJXODWLRQV *RYHUQLQJ$JULEXVLQHVV9HQWXUH$UUDQJHPHQW
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LQ $JUDULDQ 5HIRUP $UHDV RI  HQWUHSUHQHXUV FDQ FRQWUDFW ZLWK WKH EHQHÀFLDULHV RI WKH&RPSUHKHQVLYH$JUDULDQ5HIRUP3URJUDP for the production of crops.



Different regulatory solutions exist for specifying product quality, price determination, payment and delivery in contracts &RQWUDFWVDUHE\GHÀQLWLRQLQFRPSOHWHVLPSO\ EHFDXVHWKH\FDQQRWFRQVLGHUDOOFRQWLQJHQFLHV 'HIDXOWUXOHVHVWDEOLVKHGE\ODZDUHDZD\WRÀOOLQ WKHJDSVRIDQLQFRPSOHWHFRQWUDFW0DQGDWRU\ UXOHVE\FRQWUDVWOLPLWWKHSDUWLHV·IUHHGRPRI FRQWUDFWZLWKWKHDLPRISURWHFWLQJHLWKHUWKH parties or third parties outside the contract. ,Q0R]DPELTXHDQG8JDQGDWKHODZHVWDEOLVKHVQHLWKHUGHIDXOWUXOHVQRUPDQGDWRU\UXOHV RQ ZKHWKHU WKH FRQWUDFW VKRXOG VSHFLI\ WKH TXDOLW\RIWKHSURGXFWWDEOH )RXURWKHU FRXQWULHV³(WKLRSLD *XDWHPDOD 1HSDO DQG 5ZDQGD³KDYH GHIDXOW UXOHV ,Q 1HSDO IRU H[DPSOHWKH&RQWUDFW$FWVWDWHVWKDWLIWKH FRQWUDFWGRHVQRWPHQWLRQWKHTXDOLW\RIJRRGV WKHLUTXDOLW\VKRXOGEHRIWKH´FXUUHQWVWDQGDUGµ ,Q5ZDQGDWKHGHFUHHRQFRQWUDFWVDQG FRQYHQWLRQDOREOLJDWLRQVUHTXLUHVWKDWWKHVHOOHU JXDUDQWHHWKDWWKHTXDOLW\RIWKHJRRGVFRQIRUPVWRWKHLULQWHQGHGXVH ,QFRXQWULHV³0RURFFRWKH3KLOLSSLQHV6SDLQ DQG8NUDLQH³WKHODZPDNHVLWPDQGDWRU\WR VSHFLI\WKHTXDOLW\UHTXLUHPHQWVRIWKHJRRGV ,Q8NUDLQHWKH(FRQRPLF&RGHVWDWHVWKDWD EXVLQHVVDJUHHPHQWVKRXOGVSHFLI\WKHTXDOLW\ UHTXLUHPHQWV IRU WKH FRQWUDFWHG SURGXFW ,Q 0RURFFRXQGHUWKH/DZRIRQDJULFXOWXUDO DJJUHJDWLRQDFRQWUDFWLVYDOLGRQO\LILWLQFOXGHV WKHTXDOLW\UHTXLUHPHQWVVHWE\WKHEX\HU,Q 6SDLQ /DZ  VWLSXODWHV WKDW VWDQGDUG FRQWUDFWVDUHKRPRORJDWHGRQO\LIWKH\FOHDUO\ GHÀQHWKHTXDOLW\RIWKHFRQWUDFWHGJRRGV



TABLE 9.1:'HIDXOWDQGPDQGDWRU\UXOHVIRUFRQWUDFWVSHFLÀFDWLRQV Default or mandatory rule exists for



Country



'HÀQLWLRQRI the product’s TXDOLW\



Price determination



Payment time



Payment place



Delivery date



Delivery location



Ethiopia



„



„



„



„



„



„



„



„



„



„
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„



Guatemala Morocco
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„



„
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„
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PDQGDWRU\ 



PDQGDWRU\ 



PDQGDWRU\ 
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„



„
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„
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„
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PDQGDWRU\ 



PDQGDWRU\ 
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„



„



„



„



„



„



„



„



„



PDQGDWRU\ 



PDQGDWRU\ 



PDQGDWRU\ 



PDQGDWRU\ 



PDQGDWRU\ 



PDQGDWRU\ 



„



„



„



„



0R]DPELTXH Nepal Philippines Rwanda Spain Uganda Ukraine



„ „



„



PDQGDWRU\ 



PDQGDWRU\ 



„



„ „ „



„



„



Source: Enabling the Business of Agriculture database. 1RWH%ODQNV QRPDQGDWRU\RUGHIDXOWUXOHV



,QDOOFRXQWULHVODZVDSSOLFDEOHWRFRQWUDFW IDUPLQJDJUHHPHQWVDGGUHVVSULFHGHWHUPLQDWLRQ(WKLRSLD·V&LYLO&RGHSURYLGHVIRUGHIDXOW UXOHVZKHQWKHSULFHRIWKHJRRGVLVGHWHUPLQHG E\WKHLUZHLJKWWKHLUFXUUHQWSULFHRUWKHSULFH XVXDOO\ SDLG E\ WKH VHOOHU *XDWHPDOD·V &LYLO &RGHUHTXLUHVWKHSDUWLHVWRDVDOHVFRQWUDFWWR DJUHHRQDSULFHRURQDZD\WRGHWHUPLQHLW 'HWHUPLQDWLRQRIWKHSULFHRUWKHSULFLQJPHWKRG LVDOVRPDQGDWRU\LQ0RURFFRWKH3KLOLSSLQHV 6SDLQDQG8NUDLQH,QFRQWUDVW8JDQGD·V6DOH RI*RRGV$FWSURYLGHVWKDWLIWKHSULFHLVQRW GHWHUPLQHGE\WKHSDUWLHVWKHEX\HUPXVWSD\ D´UHDVRQDEOHSULFHµ1HSDO·V&RQWUDFW$FWDOVR UHIHUVWRSD\PHQWRID´UHDVRQDEOHSULFHµLIWKH SDUWLHVIDLOWRVSHFLI\DSULFHRUDSULFLQJPHWKRG $OOFRXQWULHVEXW8JDQGDKDYHHLWKHUDGHIDXOW UXOHRUDPDQGDWRU\UXOHRQWKHWLPHRISD\PHQW



DQGLQRIWKHPWKHODZDOVRLQFOXGHVSURYLVLRQV RQZKHUHWKHSD\PHQWVKRXOGWDNHSODFH8QGHU 0RURFFR·V/DZ²DQG6SDLQ·V/DZ DFRQWUDFWLVYDOLGRQO\LILWFOHDUO\VWLSXODWHVWKH SD\PHQW GHWDLOV ,Q (WKLRSLD WKH &LYLO &RGH VWDWHVWKDWLIQRSODFHLVÀ[HGLQWKHFRQWUDFW SD\PHQWVKDOOEHPDGHDWWKHDGGUHVVRIWKH VHOOHU,Q*XDWHPDODDQGWKH3KLOLSSLQHVXQGHU WKHLUFLYLOFRGHVWKHSD\PHQWLVWREHPDGHDW WKHSODFHRIGHOLYHU\XQOHVVWKHSDUWLHVDJUHH RWKHUZLVH WKH VDPH UHTXLUHPHQW DSSOLHV LQ 5ZDQGDXQGHULWVGHFUHH 0R]DPELTXH1HSDODQG5ZDQGDKDYHQHLWKHU GHIDXOWQRUPDQGDWRU\UXOHVRQWKHGHWHUPLQDWLRQRIWKHGHOLYHU\GDWH,Q(WKLRSLDWKH&LYLO &RGHHVWDEOLVKHVWKDWZKHQQRGHOLYHU\GDWH FDQ EH LQIHUUHG IURP WKH ZLOO RI WKH SDUWLHV WKHVHOOHUVKRXOGGHOLYHUWKHJRRGVDVVRRQDV
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UHTXLUHGE\WKHEX\HU,QWKH3KLOLSSLQHVWKH&LYLO &RGHUHTXLUHVWKHGHOLYHU\WRWDNHSODFHZLWKLQ D´UHDVRQDEOHWLPHµLIQRGDWHLVVSHFLÀHGE\ WKHSDUWLHV$VLPLODUGHIDXOWSURYLVLRQDSSOLHV LQ8JDQGDXQGHULWV&RQWUDFWV$FWDQG6DOH of Goods Act. ,Q0RURFFRDQG6SDLQLQFRQWUDVWWKHFRQWUDFW PXVWVSHFLI\DGHOLYHU\GDWHWREHYDOLG7KH FRQWUDFWPXVWDOVRVSHFLI\WKHGHOLYHU\ORFDWLRQ7KHUHLVQRVXFKUHTXLUHPHQWLQWKHRWKHU  FRXQWULHV WKRXJK GHIDXOW UXOHV DSSO\ )RU H[DPSOH5ZDQGD·VGHFUHHVWDWHVWKDW XQOHVVRWKHUZLVHDJUHHGGHOLYHU\VKRXOGWDNH place where the goods were located when WKH FRQWUDFW ZDV PDGH *XDWHPDOD KDV D VLPLODUGHIDXOWUXOHXQGHULWV&LYLO&RGHZKLOH 8JDQGD·V6DOHRI*RRGV$FWHVWDEOLVKHVWKH VHOOHU·VSODFHRIEXVLQHVVRUUHVLGHQFHDVWKH GHIDXOWGHOLYHU\ORFDWLRQ



Few countries require contract registration 2QRQHKDQGUHTXLUHPHQWVWRUHJLVWHUDFRQtract or the parties to a contract create additional procedures along with associated costs and GHOD\V2QWKHRWKHUKDQGWKHVHUHTXLUHPHQWV PD\EHPRWLYDWHGE\DQLQWHQWWRRYHUVHHWKH FRQWUDFWIDUPLQJSUDFWLFHWKH\FDQSURYLGH DZD\WRPRQLWRUWKHSHUIRUPDQFHUHFRUGVRI EX\HUVDQGSURGXFHUVZLWKSDVWFRQWUDFWIDUPLQJ DUUDQJHPHQWV7KH\FDQDOVRKHOSLQJDWKHULQJ VWDWLVWLFVRQFRQWUDFWIDUPLQJWRLPSURYHSROLFLHV DQGUHJXODWLRQV)LQDOO\FRQWUDFWUHJLVWUDWLRQ SURFHGXUHVFDQLQFOXGHDFRQWUDFWUHYLHZE\ DFRPSHWHQWDXWKRULW\WRHQVXUHWKDWLWVWHUPV FRPSO\ZLWKUHOHYDQWUHJXODWLRQV %RWK0RURFFRDQG6SDLQKDYHUHJXODWLRQVFRQFHUQLQJFRQWUDFWIDUPLQJ0RURFFR·VODZ RQFRQWUDFWIDUPLQJUHTXLUHVSURGXFHUVDQGFRQtractors to register with the Regional Directorate RI$JULFXOWXUHDQGUHFHLYHDFFUHGLWDWLRQIURP
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WKH$JULFXOWXUDO'HYHORSPHQW$JHQF\EHIRUH entering into agricultural production contracts. 6SDLQ KDV UHJLVWUDWLRQ UHTXLUHPHQWV IRU VWDQdard contracts. Once a standard contract is DJUHHGXSRQIRUDVSHFLÀFVHFWRULWPXVWEH UHJLVWHUHGZLWKWKH0LQLVWU\RI$JULFXOWXUH)RRG DQG(QYLURQPHQWER[  ,Q 8JDQGD WKHUH LV QR REOLJDWLRQ WR UHJLVWHU FRQWUDFWVZLWKDQ\VWDWXWRU\ERG\+RZHYHU contracts can be registered with the registrar of GRFXPHQWVPDLQO\IRUSRWHQWLDOXVHLQOLWLJDWLRQ



6SDLQDQG0RURFFRKDYHVSHFLÀF contract farming dispute mechanisms ,QVWLWXWLRQVVSHFLÀFDOO\GHVLJQHGWRUHVROYHGLVSXWHVDULVLQJIURPFRQWUDFWIDUPLQJDJUHHPHQWV FDQKHOSHQVXUHWKDWWKHQHFHVVDU\FRPSHWHQFHDQGWHFKQLFDOH[SHUWLVHDUHDSSOLHG7KH\ can also guarantee balanced representation RIWKHSDUWLHV·LQWHUHVWVE\LQFOXGLQJUHSUHVHQWDWLYHVRISURIHVVLRQDORUWUDGHDVVRFLDWLRQVRU IDUPHURUJDQL]DWLRQV7KHVHLQVWLWXWLRQVPD\DOVR HQFRXUDJHRUUHTXLUHPHGLDWLRQ EHIRUHDQ\ DGMXGLFDWLQJSURFHGXUHWDNHVSODFH0HGLDWLRQ RIIHUVDTXLFNHUOHVVFRVWO\DQGOHVVIRUPDORSWLRQ IRUUHVROYLQJGLVSXWHV$VDQDPLFDEOHPHWKRG RIGLVSXWHUHVROXWLRQLWFDQDOVRKHOSSUHVHUYH or restore the business relationship. 0RURFFRDQG6SDLQERWKSURYLGHGLVSXWHUHVROXWLRQ PHFKDQLVPV VSHFLÀFDOO\ IRU FRQWUDFW IDUPLQJXQGHUWKHLUUHVSHFWLYHDGKRFOHJLVODWLRQ,QDGGLWLRQWKH0RURFFDQODZUHTXLUHV WKDWWKHSDUWLHVVHHNPHGLDWLRQEHIRUHDQ\DUbitration or court proceedings can take place. ,IWKHSDUWLHVIDLOWRGHVLJQDWHDPHGLDWRUWKH ODZVHWVGHIDXOWUXOHVIRUWKHDSSRLQWPHQWRI D UHSUHVHQWDWLYH PHGLDWLRQ SDQHO ER[   ,Q6SDLQWKHODZDOVRGHWDLOVWKHRUJDQL]DWLRQ DQGIXQFWLRQLQJRIDUHSUHVHQWDWLYHPRQLWRULQJFRPPLWWHHLQFKDUJHRIUHVROYLQJGLVSXWHV DULVLQJIURPVWDQGDUGFRQWUDFWLPSOHPHQWDWLRQ



BOX 9.1: Approval of a standard contract in Spain 8QGHU6SDLQ·V/DZWKH0LQLVWU\RI$JULFXOWXUH)RRGDQG(QYLURQPHQWUHYLHZVDQGDSSURYHV VWDQGDUGFRQWUDFWVEHIRUHWKHLULPSOHPHQWDWLRQ$SSOLFDWLRQIRUVWDQGDUGFRQWUDFWDSSURYDOFDQEH VXEPLWWHGE\UHJLVWHUHGLQWHUSURIHVVLRQDORUJDQL]DWLRQVUHSUHVHQWDWLYHRUJDQL]DWLRQVRISURGXFHUV UHSUHVHQWDWLYHRUJDQL]DWLRQVRISURFHVVRUVRUWUDGHUVRULQGLYLGXDOFRPSDQLHVHQJDJHGLQSURFHVVLQJRUWUDGLQJLIUHSUHVHQWDWLYHRUJDQL]DWLRQVGRQRWH[LVWa 7KH DSSOLFDWLRQ PXVW EH DGGUHVVHG WR WKH 0LQLVWU\ RI $JULFXOWXUH )RRG DQG (QYLURQPHQW DQG LW FDQEHGHSRVLWHGDWDQ\SXEOLFDGPLQLVWUDWLRQRIÀFHDWWKHOHYHORIWKHFHQWUDOJRYHUQPHQWWKH DXWRQRPRXVFRPPXQLW\RUWKHORFDOJRYHUQPHQWb$SSOLFDQWVPXVWSURYLGHWKHIXOOWH[WRIWKHSURSRVHG VWDQGDUG FRQWUDFW D VXSSRUWLQJ PHPR WKDW LQGLFDWHV WKH FRQWUDFW·V JHRJUDSKLFDO VFRSH DQGHVWLPDWHVRIWKHYROXPHRIWKHFRQWUDFWHGSURGXFWLRQDQGWKHWRWDOYDOXHRIWKHFRPPHUFLDO WUDQVDFWLRQ$OOWKHGRFXPHQWVDUHQHFHVVDU\WRHVWDEOLVKWKHDJUHHPHQWRIWKHDSSOLFDQWVWRIRUP DPRQLWRULQJFRPPLWWHHc$FFRUGLQJWR/DZDQDSSOLFDWLRQPXVWEHVXEPLWWHGDWOHDVWD PRQWKEHIRUHWKHEHJLQQLQJRIWKHDJULFXOWXUDOF\FOHd7KH0LQLVWU\DQDO\]HVWKHVWDQGDUGFRQWUDFW·V YLDELOLW\LWVLPSRUWDQFHDQGLWVLPSDFWRQWKHVHFWRU7KH0LQLVWU\DOVRHQVXUHVWKDWDQDJUHHPHQW H[LVWVEHWZHHQDWOHDVWRQHUHSUHVHQWDWLYHRIWKHEX\HUDQGRQHUHSUHVHQWDWLYHRIWKHVHOOHUe 2QFHDSSURYHGWKHVWDQGDUGFRQWUDFWLVYDOLGIRUWKHVSHFLÀHGSURGXFWDQGIRURQH\HDUDQGWKH SURFHGXUHWRH[WHQGLWVYDOLGLW\LVGHWDLOHGLQWKHODZf Source:/DZRI-DQXDU\UHJXODWLQJVWDQGDUGDJULIRRGFRQWUDFWV D5R\DO'HFUHHRI0D\DPHQGLQJ/DZRI-DQXDU\UHJXODWLQJVWDQGDUGDJULIRRGFRQWUDFWV DUWLFOH E5R\DO'HFUHHDUWLFOH F,GHPDUWLFOH G,GHPDUWLFOH H/DZDUWLFOH I5R\DO'HFUHHDUWLFOHVWR



,QDGGLWLRQWRLWVGLVSXWHUHVROXWLRQUROHHDFK PRQLWRULQJFRPPLWWHHIXOÀOOVDGDWDFROOHFWLRQ UROH:LWKLQDPRQWKDIWHUWKHDJULFXOWXUDOF\FOH HQGVWKHPRQLWRULQJFRPPLWWHHPXVWSURYLGH the General Directorate of Nutrition with the QXPEHURIFRQWUDFWVVLJQHGXQGHUWKHVWDQGDUG FRQWUDFW WKH TXDQWLW\ RI JRRGV SURGXFHG DQGWKHFRUUHVSRQGLQJYDOXHDQDVVHVVPHQW RIWKHRYHUDOOSHUIRUPDQFHDJDLQVWWKHVWDWHG REMHFWLYHVWKHLQFLGHQFHRIFRQÁLFWLQFRQWUDFW H[HFXWLRQDQGWKHLPSRUWDQFHRIWKHVWDQGDUG contract for the larger sector.17 :KLOH PRVW RI WKH RWKHU SLORW FRXQWULHV KDYH JHQHUDOODZVRQPHGLDWLRQRUDUELWUDWLRQWKHVH DOWHUQDWLYHPHWKRGVDUHUDUHO\XVHGWRUHVROYH GLVSXWHV DERXW DJULFXOWXUDO FRQWUDFWV PDLQO\



EHFDXVHVXFKVHUYLFHVDUHODFNLQJLQUHPRWHUXUDO DUHDVDQGEHFDXVHSURGXFHUVFDQQRWHDVLO\DIIRUGWKHLUFRVWV,QGLYLGXDOVDQGFRPSDQLHVWHQG WRXVHRWKHUPHWKRGVWRHQVXUHFRPSOLDQFH,Q 5ZDQGDIRUH[DPSOHFRIIHHSURGXFWLRQFRQWUDFWVDUHVRPHWLPHVVLJQHGLQWKHSUHVHQFHRI WKHORFDOPD\RUZKRZLOOKHOSUHVROYHGLVSXWHV RUQRQFRPSOLDQFHLIDQGZKHQWKH\DULVH



Next steps This chapter presented the initial results of a pilot GDWD VHW DQDO\]LQJ WKH ODZV DQG UHJXODWLRQV WKDWJRYHUQFRQWUDFWIDUPLQJ7KHLQIRUPDWLRQ FROOHFWHGDFURVVWKHFRXQWULHVZDVUHYLHZHG DQGGDWDSRLQWVZHUHLGHQWLÀHGWRVHUYHDV DEDVLVIRUDUHYLVHGTXHVWLRQQDLUH$IWHUIXUWKHU
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BOX 9.2: Mandatory mediation in Morocco 0RURFFR·VQHZODZRQIDUPLQJDJJUHJDWLRQPDNHVPHGLDWLRQPDQGDWRU\IRUGLVSXWHVDULVLQJIURP DJULFXOWXUDOSURGXFWLRQFRQWUDFWV7KHODZVHHNVWRHQFRXUDJHWKHSUHVHUYDWLRQRIWKHEXVLQHVVUHODWLRQVKLSWKHSDUWLHVPXVWWU\WRUHVROYHDGLVSXWHWKURXJKPHGLDWLRQEHIRUHWXUQLQJWRDQ\DUELWUDORU MXGLFLDOSURFHHGLQJVa 7KHFRQWUDFWLWVHOIPXVWLQFOXGHDPHGLDWLRQFODXVHb,IWKHFRQWUDFWGRHVQRWVSHFLI\DPHGLDWRURU DPHWKRGRIGHVLJQDWLQJRQHDPHGLDWLRQSDQHOLVDVVHPEOHGDFFRUGLQJWRGHIDXOWUXOHVWKDWDUH FOHDUO\VWDWHGLQWKHODZ7KHSDQHOPXVWLQFOXGHWKHSUHVLGHQWRUDUHSUHVHQWDWLYHRIWKHSUHVLGHQW  RIWKHUHJLRQDOFKDPEHURIDJULFXOWXUHIURPWKHUHJLRQZKHUHWKHSURGXFHUOLYHV DUHSUHVHQWDWLYH GHVLJQDWHG E\ WKH WUDGH DVVRFLDWLRQ RI WKH UHOHYDQW VHFWRU DQG WKH 'HSDUWPHQW RI $JULFXOWXUH·V UHJLRQDOUHSUHVHQWDWLYHZKRVHUYHVDVSUHVLGHQWRIWKHSDQHOc 7KHODZDOVRHVWDEOLVKHVDFOHDUWLPHIUDPHWRDYRLGOHQJWK\SURFHHGLQJV7KHPHGLDWLRQPXVWWDNH SODFHZLWKLQDPRQWKDIWHUWKHGLVSXWHLVUHIHUUHGWRWKHPHGLDWRURUWKHSUHVLGHQWRIWKHPHGLDWLRQ SDQHO$WWKHHQGRIDVXFFHVVIXOPHGLDWLRQWKHSDUWLHVUHFHLYHDFRQFLOLDWLRQUHFRUGVXPPDUL]LQJLWV FRQFOXVLRQV%XWLIWKHPHGLDWLRQIDLOVWKHSDUWLHVUHFHLYHDQRQFRQFLOLDWLRQUHFRUGJLYLQJWKHPWKH SRVVLELOLW\WRVHHNUHGUHVVWKURXJKDUELWUDWLRQRUMXGLFLDOSURFHHGLQJVd Source:'DKLU1RRI6KD·EDQ-XO\ SURPXOJDWLQJ/DZ1RRQDJULFXOWXUDODJJUHJDWLRQ D'DKLU1RRI6KD·EDQ-XO\ SURPXOJDWLQJ/DZ1R²RQDJULFXOWXUDODJJUHJDWLRQDUW b. Ibid. c. Ibid. G,GHPDUW



FRQVXOWDWLRQZLWKFRQWUDFWIDUPLQJH[SHUWVDQG SUDFWLWLRQHUV LQGLFDWRUV ZLOO EH GHVLJQHG WR EHWWHUFDSWXUHNH\LVVXHV 7ZRGLPHQVLRQVZLOOEHSULRULWL]HGDVIROORZV 1. 7R DFKLHYH JUHDWHU FRPSDUDELOLW\ EHWZHHQ OHJDO LQGLFDWRUV D PRUH UHÀQHG GHÀQLWLRQ RI FRQWUDFW IDUPLQJ ZLOO EH XVHG LQ WKH QH[W F\FOH ,Q WKH SLORW SKDVH D JHQHUDO GHÀQLWLRQ RI FRQWUDFW IDUPLQJFRYHUHGDUDQJHRIFRQWUDFWXDO DQG RUJDQL]DWLRQDO DUUDQJHPHQWV LQ WKHQH[WSKDVHDQLQGLFDWRUZLOOFDSWXUH LPSRUWDQWGLVWLQFWLRQVUHJDUGLQJWKHSDUWLHV· REOLJDWLRQV XQGHU DQ DJULFXOWXUDO
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PDUNHWLQJ FRQWUDFW DQG DQ DJULFXOWXUDO production contract. 2. 7R FRPSOHPHQW WKH DOWHUQDWLYH GLVSXWH UHVROXWLRQ $'5  GDWD WKH WHDP ZLOO FRQVWUXFWDVHWRIWLPHDQGPRWLRQLQGLFDWRUV WR FDSWXUH WKH SURFHGXUH WLPH DQGFRVWVRIXVLQJDYDLODEOH$'5PHWKods. While 2 case scenarios were testHG GXULQJ WKH SLORW SKDVH³VLGHVHOOLQJ DQG D JUDGLQJ GLVSXWH³PRUH GHWDLOHG and additional case scenarios will help DQDO\]H GLVSXWHV DULVLQJ IURP GHOD\HG GHOLYHU\ RI LQSXWV GHOLYHU\ RI GHIHFWLYH LQSXWVDQGGHOD\HGSD\PHQW



Notes 7KHXQGHUO\LQJUHVHDUFKDQGGHVLJQRIWKHFRQWUDFWLQJ DJULFXOWXUDOSURGXFWLRQWRSLFEHQHÀWHGIURPYDOXDEOH FRPPHQWVSURYLGHGE\6WHYHQ'·$OHVVDQGUR'LHWHU )LVFKHU'DPLHQ6KLHOVDQG-XVWLQ 
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