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SUMMARY OF KEY FINDINGS
IF PROPERLY STRUCTURED AND SUPPORTED, CONTRACT FARMING, WHICH IS DEFINED AS AGRICULTURAL PRODUCTION CARRIED OUT ACCORDING TO AN AGREEMENT BETWEEN A CONTRACTOR AND FARMERS FOR THE PRODUCTION AND MARKETING OF A FARM PRODUCT OR PRODUCTS , CAN PROVIDE A WIN-WIN SITUATION FOR BOTH THE CONTRACTOR AND THE PRODUCER. ONE OF THE MAJOR CHALLENGES FACING SMALLHOLDER AGRICULTURE IS ACCESS TO MARKETS. YET, CONTRACT FARMING, AS A COMMODITY PRODUCTION AND MARKETING MECHANISM, CAN BE BENEFICIAL TO THE APGS. THERE ARE LIMITATIONS WHEN IT COMES TO APGS’ CAPACITY TO IDENTIFY AND TAKE ADVANTAGE OF AVAILABLE MARKET OPPORTUNITIES. AS A RESULT, THEY END UP PAYING DEARLY TO DEAL WITH AND OVERCOME MARKET IMPERFECTIONS. GENERALLY, THE APGS FACE CHALLENGES IN OBTAINING RELEVANT AND ADEQUATE INFORMATION ON MARKET OPPORTUNITIES AND ACCESSING CREDIT, CERTAIN INPUTS AND PRODUCT MARKETS. CONSEQUENTLY, THEY ENTER INTO UNFAVOURABLE CONTRACTUAL ARRANGEMENTS, WHICH ARE SKEWED IN FAVOUR OF THE CONTRACTORS. HOWEVER, CONTRACT FARMING IS GENERALLY LAUDED AS A POTENTIAL SOLUTION TO OVERCOMING MARKET IMPERFECTIONS, MINIMIZING TRANSACTION COSTS AND ENHANCING MARKET ACCESS AND PARTICIPATION BY SMALLHOLDER COMMODITY PRODUCERS. THIS POLICY BRIEF HAS BEEN DEVELOPED TO AID IN THE REVIEW OF THE DRAFT NCFSF FOR ZIMBABWE.
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As part of supporting policy implementation and formulation of new policies by the MLFWRD, the Smallholder Cluster Project (SACP) convened policy dialogue platforms to discuss and document lessons learnt and best practices from implementation of the Contract Farming Model. The ultimate objective of this intervention is to improve contract design for contract farming arrangements between Value Chain Lead Enterprises (VCLEs) and Agricultural Producer Groups (APGs). Four Provincial and one National Level Policy Mapping workshops were convened with a diverse range of key stakeholders to discuss gaps, challenges and innovative strategies for evidence based participatory development of a policy brief focusing on contract farming best practices. The policy brief specifically focuses on contract farming best practices in enterprise-led, climate-smart value chain development based on recent experiences from successful sub-sectors such as smallholder tobacco production. It will inform the review process of the draft National Contract Farming Strategic Framework (NCFSF) for Zimbabwe, which has remained in its draft format since it launch in December 2013. The NCFSF review intervention is aimed at catalyzing wider use of formal contract arrangements between smallholder producers (APGs) and VCLEs.





The Context 
The Zimbabwe Government’s policy on contract farming is spelt out in the National Development Strategy (NDS), National Agricultural Policy Framework (NAPF, 2019 – 2030), Agricultural Food Systems Transformation and Rural Development Strategy (2021 – 2025) and the National Contract Farming Strategic Framework for Zimbabwe (2013). Contract farming in Zimbabwe is covered by several common legislation, including the Contractual Penalties Act (Chapter 8:04); General Law Amendment Act (Chapter 8:07); Arbitration Act (Chapter 7:15); Magistrates Court Act (Chapter 7:10) and the Small Claims Court Act (Chapter 7:12). In addition to contract laws, CF is regulated by a number of specific laws, including the Agricultural Marketing Authority Act (Chapter 18:24), the Dairy Produce Marketing and Levy Act (Chapter 18:09), the Dairy Act (Chapter 18:08) and the Farmers’ Stop Order Act (Chapter 18:11), among others. These acts are supported by subsidiary laws or statutory instruments (SIs).
The Agricultural Marketing Authority Act (Chapter 18:24) authorizes AMA  to regulate, promote and coordinate the production and marketing of any agricultural product, except tobacco, sugar and pigs, by producers, contractors or processors, including promotion of contract farming of strategic commodities. In addition, AMA has a number of Statutory Instruments (SIs) that govern the production and marketing of specific commodities. For instance, Statutory Instrument 142 of 2009, as amended by SI 63 of 2011 and SI 148 of 2012 - Agricultural Marketing Authority (Seed Cotton and Seed Cotton Products) Regulations – provides for the registration of the various players in the cotton industry such as contractors, contractors, growers, growers’ associations and contractors’ and contractors’ associations on payment of stipulated registration fees and annual renewal fees. The SIs authorize AMA to promote the growing, ginning, processing and value addition of seed cotton and related products; to set and maintain standards relating to quality, classification, grading and packaging of seed cotton; to assist in training, examination and accreditation of seed cotton graders; and to ensure fair trade practices in the cotton industry. In addition, the terms of registration regulate the operations of the various players to ensure orderly provision of inputs under contract farming as well as the marketing of seed cotton.
AMA and each contractor sign a Memorandum of Understanding (MOU) at the beginning of each production and marketing season. These agreements stipulates minimum investments amounts expected for the contractor. AMA is the watchdog of contractors and therefore registers and publishes the list of contractors and the areas in which they have been licensed, ensure that contractors sign legally binding contracts for the production and sale of a particular commodity with registered growers in designated areas, prevent side-marketing, supervise all contract production and marketing activities, ensure contractors provide inputs and collect product on time and ensure that all contractors abide to the same rules.  
SI 140 of 2013 Agricultural Marketing Authority (Grain, Oilseed and Products) By-laws, 2013 regulate the production, buying or processing of any grain (maize, wheat, barley, sorghum, rice, pearl millet, finger millet, round nuts, sugar beans, cowpeas, Michigan pea beans and sesame), oilseeds (soya beans, sunflower and groundnuts) and products by producers, contractors or processors. 
SI 147 of 2012, Agricultural Marketing Authority (Registration of Companies and Submission of Returns) Regulations, 2012, requires all companies that intend to be in the business of buying and contracting agricultural products to register with AMA and submit periodic returns on products bought and processed and keep records of same. The SI states that any company that fails to comply with these requirements would be liable to a fine not exceeding level four or imprisonment for a period of three months or both. This regulation covers all agricultural commodities under AMA, apart from those covered by specific regulations.
Other Acts that govern CF in Zimbabwe also include the Farmers’ Stop Order Act (Chapter 18:11) which requires that producers participating in contract farming should sign stop order forms to enable the contractor to effect deductions on sale of their product as a way of paying for inputs supplied. The Rural District Councils Act (Chapter 29:13) also empowers Rural District Councils (RDCs) to raise levies from any economic activity in their areas of jurisdiction with the concurrence of the Minister responsible for Local Government. Therefore, contractors are required to register with and pay land development and special levies to the RDCs in their respective areas of operation.
Agricultural policy in Zimbabwe supports increased contract farming in order to enhance access to inputs and outputs markets. The government supports mutually beneficial contractual arrangements through its parastatal (AMA), which facilitates the registration of all agricultural market participants and the signing of contracts between producers and buyers of agricultural commodities. Although contracting parties are free to structure their contracts in any manner deemed fit, the AMA encourages that the contracts should be as comprehensive as possible and ensure fairness between the contracting parties. The Ministry responsible for Agriculture provides oversight through the National Contract Farming Strategic Framework.

Background and Rationale
In Zimbabwe, contract farming has been viewed as a way of improving farmers’ access to production finance and other support services, as well as linking them to markets, particularly in the context and aftermath of the Fast-Track Land Reform Program (FTLRP). Contract farming arrangements have been implemented with varying degrees of success, longevity and scale. Where such arrangements have been successful, there has been a marked increase in production of selected crops and livestock. However, many challenges have been cited by both contractors and farmers, emanating from unbalanced contracting terms, side marketing and absence of appropriate institutional mechanisms to resolve disputes, among other factors. 
There are a number of developments that have given rise to contract farming in developing nations like Zimbabwe. 
With the liberalization of agricultural markets in developing countries, including Zimbabwe, there has been a reduction of the role of the state in providing marketing, inputs and technical services (GoZ, 2013). A significant proportion of farmers in now engage in CF arrangements because it may be the only way to engage in cash crop and commercial livestock production, particularly when dealing with high value, high-risk commodities. Contract farming enables them to gain access to credit, inputs technical support and high value markets. It also implies a reduction of the market risk associated with specialty products. Thus, contract farming increasingly fulfils the role of providing market linkages and access to credit in form of inputs, not only for cash crops such as cotton and tobacco, but for some food crops and livestock as well. 
Recently, there has been a paradigm shift by development agencies and governments of developing countries towards market-driven, private sector-led and government-facilitated interventions aimed at using business (investment and trade) rather than humanitarian aid (welfare approaches) to uplift the lives of smallholder farmers from poverty. This is done by strengthening access to markets and related services to improve their livelihoods. Contract farming is perceived as one of the main instruments to effectively link smallholder farmers to domestic and global markets. With contract farming, the smallholders gain access to improved inputs, technical support and markets, while the contracting agribusiness firms get guaranteed products at good prices and at scale, without having to take over large areas of land and produce everything themselves. 
Following the FTLRP in Zimbabwe, which sub-divided large scale commercial farms into smaller A1 and A2 farms, commercial banks have been reluctant to lend to the newly settled farmers. On the other hand, agribusiness firms suffered from inadequate supply of raw materials for their agro-provessing activities. For instance, the edible oil expressing industry has perennially relied on crude oil imports to keep their plants running due to inadequate production and supply of soyabean in the country. Contract farming, therefore, is lauded for providing a way of overcoming some of the obstacles facing the farmers, and promises to supply adequate raw materials to agribusinesses that have no access to agricultural land. The contractors offer credit in the form of inputs as well as transport and marketing facilities, while the farmers offer land, labour, management and other working capital requirements.

The Need for Review of the Draft National Contract Farming Strategic Framework
Since its launch in December 2013, the NCFSF has remained in its draft format without proper implementation. For so long, contract farming arrangements in Zimbabwe have continued to operate under a challenging business environment, characterized by the following challenges: 
· Volatile macroeconomic conditions characterized by hyperinflation; unstable exchange rate and changing currency regimes;
· Ineffective legal and regulatory framework for contract farming activities; 
· Poor enforcement of contract farming agreements due to weak institutional and regulatory frameworks;
· Disputes between contractors and farmers over selling prices at the end of the season due to unbalanced contractual terms; 
· Limited access to finance by farmers to pay for inputs; 
· Limited liquidity in the banking sector, which in turn has limited investment into the agricultural sector;  and
· Perceived high risk of investment in the agricultural sector, particularly smallholder agriculture.
To address the problems faced in contract farming, the then Ministry of Agriculture, Mechanization and Irrigation Development (MAMID) developed a draft National Contract Farming Strategic Framework that was launched in 2013. The NCFSF has operated and remained in draft format until new developments in the agricultural sector have necessitated its review and operationalization. 

Methodological Approach
In order to address the purpose and objectives of the assignment, a mixed methods technique was employed that blended consultative, interactive and participatory approaches. A detailed and comprehensive deliverable schedule was implemented, focusing on the following two (2) specified policy recommendatory areas of (i) Institutional Support for Policy Implementation and (ii) Demand driven solutions for Smallholder Value Chain Development. 
The Consultant worked closely with the relevant SACP focal point on the assignment and other relevant stakeholders to accomplish the following activities: 
a)	Lead the process of jointly facilitating stakeholder engagement processes to identify specific gaps and challenges inherent in the current draft NCFSF and propose changes and reviews for new policy based on emerging opportunities from the project. Four provincial level workshops were convened to capture and compile stakeholder views and recommendations for the development of the relevant and up-to-date policy on contract farming. The provincial stakeholder consultative workshops were convened btween 14 and 22 April 2025 in four of the five (5) target provinces for the SACP project. In addition, a half-day national level policy dialogue workshop was facilitated on the 7th of May 2025 to deliberate on the NCFSF. 
	Province
	Venue
	Number of Participants

	Mat. North 
	Mpala  Events (Bulawayo)
	38

	Mash. West 
	Chinhoyi Caves (Chinhoyi)
	35

	Mash. Central 
	Twin Lodge (Bindura) 
	30

	Mash. East 
	Hope/Fay Hotel (Marondera)
	36

	National 
	Rainbow Towers Hotel (Harare)
	40



b)	Based on the identified policy opportunities from the provincial and national level stakeholder consultative workshops, this policy briefs has been developed with actionable recommendations to support SACP work and ensure long term sustainability. The findings from the policy dialogues and consultative workshops have been consolidated into this policy brief, outlining the causes, links or relationships, context, stakeholders, scope, impact and implications for policy and practice to present key messages and compelling and feasible recommendations for informing policy makers. The NCFSF was, therefore, reviewed in terms of comprehensiveness, focusing on adequacy, relevancy, appropriateness and effectiveness of the guiding principles. 

Findings, results and conclusions 
It emerged from the consultative workshops that contract farming was not a new concept in Zimbabwe. The first recorded incident of contract farming reportedly took place in 1912 in tobacco production. However, because agri-food systems continue to experience transformation, being reshaped in response to global trends, supply chains require better coordination to promote efficiency in terms of: 
· reduced transaction costs by improving productivity;
· improved quality throughout the chain;
· controlled risks associated with markets and food safety; and
· enhanced responsiveness to consumer demands.
There was consensus that the draft NCFSF was comprehensively crafted on paper but limited in terms of implementation and enforcement. Some of the identified gaps in the NCFSF pertain to the limited emphasis on livestock contract farming issues and the notable silence on the roles of third parties such as traditional leaders and NGOs in providing conflict resolution and quality control mechanisms. 
There are new developments in CF in terms of the coming into force of the joint venture (JV) agreements and the warehouse receipt system (WRS) implemented by the the Zimbabwe Mercantile Exhange (ZMX) that need to be factores in the new NCFSF. 
The need for commodity value chain specific institutional mechanisms for providing CF oversight for best practice outcomes as in the tobacco industry with TIMB and pig industry with PIB was emphasized.
Emphasis was also put on the need to strengthen the capacity of AMA for enhanced visibility on the ground and enforcement of CF regulations.
The need for development of standard contract templates for approval by AMA or a designated authority before being used by contractors was proposed.
Alternative contract enforcement and dispute resolution mechanisms need to involve other players such as farmers’ unions and associations, industry bodies, local and traditional leaders, Government extension services and marketing boards.

Benefits and opportunities in contract farming
Contract farming is hailed as a mechanism that can sustain and develop the production sector by international agricultural and rural development institutions and multi-lateral bodies such as the FAO, GIZ, IFAD and the World Bank. It is seen as having the potential to contribute to capital formation, technology transfer, increased agricultural production and productivity, economic and social development and environmental sustainability. Its proponents also view it as contributing to stable sources of raw material supply, and efficient processing and marketing systems (Ngo and Ngin, 2022). This means consumers should also benefit from the supposed constant supply of food in the markets. When contracts are managed properly, they result in benefits to all parties involved (FAO, 2015). Market linkages and trust need to be built over time through contract farming for meaningful benefits to be realized from CF. 









Table 2: Benefits of Contract Farming
	Benefits to APGs (smallholder famers)
	Benefit to VCLEs (contractors /buyers)

	· Guaranteed prices by buyer enables proper and timely planning
· Higher and more stable incomes 
· Access to consistent markets sometimes with a known floor price,
· Access to more affordable credits and inputs, 
· Access to new technologies,
· Access to specialized extension, training and information 
· Producers can reduce transactions costs when the buyer delivers inputs and collect the harvested produce
· Reduction of production and marketing risks. 
	· Consistent quality and volume of supply 
· Reduced risks compared to buying in the open market. 
· Control over the timing of production and characteristics of the product, e.g. chemicals used in the production process, post-harvest handling practices and selection of commodity varieties.
· Reduced labour-related transaction costs, in particular supervision and motivation



Challenges, costs and risks associated with contract farming
Despite the perceived benefits, contract farming also involves risks and may have adverse effects such as: 
· Indebtedness for the producer. 
· Contract farming schemes often exclude the poorest farmers
· Women have less access to contract farming than men resulting in adverse gender effects or gender inequality.
· Unequal power relations between a contracting company and farmers with the latter providing a form of cheap labour and also bearing the production risks 
· Farmers can get trapped in cycles of debt as they try to acquire technology and inputs to meet stipulated quality standards.
· Self-exploitation on the part of the producer arising from working beyond normal working hours.Recommendations
The following inventory of CF  good practices adapted from SNV (2009) need to be adhered to:
· Responsibilities and obligations of each party should be clearly outlined in contracts, including timeframes where applicable
· Enforcement:	The manner in which the contract agreement will be enforced should be clarified
· Arbitration:	Remedial measures to be taken in the event of contract breach by one or both parties need to be clearly stated
· Legal Requirements:	The country’s minimum legal requirements should be met 
· Contract Format:	Contracts should be designed in the most simplest of formats and language and terms easy to understand by both parties
· Contract Duration:	Period of engagement in CF should be clearly stated in the contract e.g. short (one season), medium (2-4 seasons) or long term (five or more seasons).
· Production Volumes:	Minimum volume of product expected from the producer and/or maximum quantity to be bought by contractor should be stated.
· Quality Standards:	Expected quality should be stated and number of grades kept to a minimum
· Production Practices:	Unauthorized production practices and inputs usage should be discouraged
· Inputs Support:	Agreed input quantities should be supplied within agreed timeframes
· Technical Support:	The contract should specify all technical support to be provided by the contractor
· Insurance:	The obligation of providing crop insurance should be apportioned clearly
· Pricing:	Producers should be informed of the pricing structure and prices should be related to grade specifications. Payment timeframes and methods of payment should be clearly stated and provision for farmers to verify weights and grades should be made.
· Crop Delivery Arrangements:	Details of transportation arrangements and marketing stations should be provided
· Contract Signing:	The producers should be consulted in drafting the contract or given adequate time to review and understand it before signing. After signing, both parties should retain a copy of the signed contract.

· Crop production for export, mono-cropping and heavy reliance on inorganic fertilizers and agro-chemicals associated with CF often pose hazards to health and the environment.
Policy Implications
The regulatory and enabling role of the Government in CF should include:
· Enactment of appropriate laws and efficient legal system
· Arbitration or dispute resolution role
· Provision of training in technical and managerial skills
· Initiation and facilitation of research activities into the products being produced under contract
· Provision of agricultural research and extension services 
· Provision of specialized services (phytosanitary controls, plant pathology clinics, research stations)
· Reallocation of development resources towards promotion of contract farming by bringing together private sector players and interested commodity producers or commodity groups
· Dissemination of (local and export) market information on commodities for which there is market demand 
· Strengthening managerial skills of commodity producer organizations
· Checking and verifying that the contracting companies are bona fide.
· Ensuring that contracts are as simple, transparent and comprehensive as possible for all parties entering into it, particularly smallholder producers, to clearly understand it so that they sign based on prior informed consent.
· Making sure that CF agreements are designed in such a way that the benefits of compliance outweigh the benefits of default or costs of default outweigh the costs of compliance
· [bookmark: _GoBack]Monitoring of CF activities to minimize defaults by the contracting parties. 
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