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WORKING PAPERS ON CONTRACT FARMING

This series of Working Papers is the output of a research
project on contract farming in Africea conducted by the Institute
for Development Anthropology on behalf of the United States
Agency for International Development. The objective of the study
is to sssess the form, organization snd impact of a variety of
contracting arrangements on the basis of field research and
revievs of the literature. A major pert of the field research
vill consist of detailed case studies of contract farming
operations involving different commodities, forms of
organization, and contractusl control. These case studies
include research in West and Eastern Africa, of private, state
and joint venture schemes, and of both classical export
commodities (palm o0il, cotton) end of stapls foodstuffs,
vegetables, poultry and liveatock. The first Working Paper by
Michael Watts addresses the research design which lays out the
methodological and theoretical aspects of the IDA contract
farming project. The second paper consiste of an annotated
literature reviev and assessment by Diana de Treville.
Subsequent vorking papers vill appesr in the course of 1986 and
1987 as the research is completed. These wvworking papers include
studies of tea and tobascco in Malawi, vegetables and canning in
Kenya, rice production in Gambia, Nigeria and Camerocon, palm oil
in Ghena, cotton in Senegal, poultry in Senegal, and several
comparative studies of snimel protein contracting (meat, milk,
eggs) in Africa, the Nile Valley and Latin America. In addition,
other anticipated papers vwill cover sgribusiness aspectas of
contract farming schemes and their relationship to the state
sector end the wvorld economy.

Michasel Wattse
Team Leader and
Principal Investigator



I. CONTRACT FARRMING IN AFRICR

Froduction contractaing in agriculture can be defined as @
"transactional relationship” or a form of "vertical co-
ordination"® between growers an& buyers/processors which directly
shapes production decisions (Scott 1384, Mighell and Jones 1963).
Contract farming (CF) had three main aspects: (1) a futures or
forward market in which a processor/buyer commits purchase in
advance for a crop acreage or volume (though the contract
completeriess varies considerably); (ii) the lirnkage of product
and factor markets insofar as a purchase commitment by the
processor/buyer rests on the use of inputs and krowledge (usually
provided by the processor's extension service) in a specified
production routinej and (iii) the differential allocation of

production and market risks (embodied in the contract form itself.

- — - —— — —— — —— ——— — —— — - — -

# Vertical co-ordination refers to the process by which supply
and demand are adjusted toward each other with regard to product
Quality, quantity, location, timing of delivery, etc. This co-
ordination 1s trarnsmitted along a vertical chain of functions
from production to distribution, linkages which tend to be
especially problematic in agriculture due; for example, to
perishability, quality variation, the bioclogical growth cycle,
geographic dispersal of production and so on (see Minot 1986 for
a full discussicn). Vertical co-ordination in this serse 1s to

be distinguished from “wvertical integration” within the same firm

(Mitterdorf 1378),



Contract farming therefore attempts to harmorize dirfferernt
stages of the pragucticn-01stribution cammcdity system aro as
such may be seer as ar alterrative to boath copen or spot markets
(which may be problematic in terms of Quality, information or
price distortions) and vertical integration in the form of
plantation-processing complexes (which may suffer from the
absence of scale ecornomies at the point of production). Contract
farming is thus an intermediate co-ordination mechanism which
provides some of the advantages of integration but avoids the
scale complementarity tand political) problems of plantations or
estates, It is intermediary in another sense, howeverj; namely as
a form of agricultural organization (Ruthenberg 13973), located
between large farms and centralised (closely supervised) systems
on the one hand, and minimum extensions programs on the other.

CF is found in a variety of contexts (in First World
capitalist industrial states and in Third World socialist
regimes) and in a variety of institutional arrangements (private
nucleus estate-outgrower schemes, parastatal core-satellite
systems, small mercharnt-grower export schemes) but seems most
appropriate for comincodities that have important quality
variations, long production cycles, complex marketing
arrangements, and specialized inputs. Contract farming also
tends to be favored over vertical integration among labor-
intensive crops that require careful husbandry. The use of
c¢wrner-cperators 1s particularly suited to labor intensive work
regimes »y virtue of the logic of the household economy (the so-

called capacity for self-exploitation), and the fact that scome



contractual relations can have built-in ircentives (1.e., are de
fact piece-rate systems),

Contract farming bas been, of ccurse of great sigrnificarce in
the United States since at least the 1930's, currently accounting
for 17% of crop production and 31X of livestock producticr. Over
80X of sugarbeets, fluid-grade milk, vegetables for processing
and seed crops are produced under contract, i.e., commodities
with high value: bulk ratios, high perishcbility or quality
standards, and raw materials for processing industries. It is
gererally assumed that growers benefit from the reliability of
supply ard qQuality contrcl, while the grower 1s assured of
markets, technical inputs and services and the income benefits
conferred by high-value crops and improved productivity. In
practice, however, the literature revealas important differences
over the monopsonistic exploitation of growers by processors,
incomplete specification and violation of contracts, technology
transfer versus deskilling, trends in the bargaining power of
growers, and capital concentration (see Pfuffer 198%4),

The literature pertaining to the Third World is much more
incomplete and ureven (CDC 1384, Glover 1983, Sardersor 1986,
Thosanguan 1983), particularly for Rfrica. With regard to the
latter, there are two major flaws in the published work on CF:
first, there is an overwhelming bias toward the firm/parastatal
and much less work on buyer-grower relations, the equity and
welfare aspects «f CF shemes, and lorger term i1mpact acsessmerts
(see Williams and Karers 138Y5 as a particularly horrific example,

but alsoc KHarvard Busiress School). And second, that analysis



tercs tc be highly 10eclcgical rather tharn empiricaelly informed
(Wi1.,1ams and raren 13eS, George 1377), 1.@., there 13 too littile
fact chasing, tco much thecry. Rl)l the eviderce suggests,
however, that contract farming is growing in significance and
already constitutes a major form of agricultural organization.
Our study documented roughly €0 schames covering 16 commodities
from published work but this massively underestimates the
uniiverse (see Figure 1). There are, for exsmple, over 100
registered horticultural exporters in Kenya alore, the majority
of whioin contract with growere (Jaffee 198¢€). Furthermore, some
governments (e.g. Nigeria) have been actively promoting such
forms of co-ordirnation and some of the large parastatals (for
example, cotton in Nigeria and The Ivory Coast) are actively
moving toward and/or deepening their contractual forms of
production. And not least, contract farming is emerging in
association with staple foodstuff production, often on large-
scale irrigation schemes (Watts 1985; Carney 13986} Beckman 1985,
1986; Jories 1383, 1983a). The focus on these larger, more
visible schemes alsc rnieglects the multitudes of small, private
"Qquasi-contractual'" schewmes, characteristically associated with
the provision of fruits, vegetables and staples for local
markets, tomato paste factories, local goverrment institutions
and so on.

The published data suggest that almost 75X of the CF schemes
are accounted for by horticulture and the "classical tropical
export commodities” (tea, tobacco, sugar and palm oil)., Figure }

indicates, however, that the diversity is considerable. To take



Trigaere T
TYPOLOGY AND CLASSIFICATION OF CONTRACT FARMING SCHEMES IN AFRICA BASED ON PUBLISHED SOURCES

Commodity Classa No. of No. of % of O'unershipU Av. No. of Av, contracted Av, size Export Services Organiza-
countries CF schemes _% of all schemes outgrowers acreage per of nucleus or (C, E, I, T)c tional
with CF schemes with Pr St P/S outgrower egstate domestic form
schemes 1in sample nucleus (ha) (ha) market
estate
Tobacco Q 6 6 0 10 45 45 5,500 0.6 0 D C,E, I, T 3
Spices Q 1 1 0 na 100 small 0 E E, I, T 3/ &
Coffee Q 4 4 50 50 50 0 500 1.5 na D/E C,E, 1 1/3
Seed Mlt. Q 2 2 na 50 50 0 100 na na D E, T, T 3
Tea P/R 5 7 60 33 67 0 26,000 0.5 8,600 D/E C,E, I, T 1/ 2
Horticulture P/Q 9 10 10 80 0 20 1,160 0.2 na E C,E, I, T 2/4
Dairy P/T 3 3 25 0 100 0 4,000 na na D na 1/ 4
Cotton Pr 4 4 50 a3 67 0 9,500 na na D/E C, E, I, T 3
Palm oil Pr 5 100 0 80 20 2,000 4.0 10,500 D/E C,E, I, T 1/2
Sugar P/Pr 6 12 90 33 33 33 5,000 2.3 5,000 D/E C,E, I, T 1/ 2
Pineapples Pr 2 2 50 50 0 50 25 na na E E, I, T 1/ 2
Rubber Pr 2 2 100 0 50 50 1,200 5.0 12,600 E C,E, T 1/2
Ollseeds Pr 1 1 0 100 0 0] 1,500 %.5 g D E, T 3
Poultry T 1 1 100 0 0 100 20 400 120,000 D C,E, I, T 1/ 2
Rice F 2 2 0 0 (o] 100 2,000 0.2 0 D C,E, I, T 2
Gari F/Pr 1 1 (] 100 0 (] 141 1 0 D E, I, T 2
(cassava)
a b c d e
Q Quality control Pr  Private C Credit 1 Nucleus estate + processing Number
P  Perishability St State E Extension 2 Centralized outgrowers + processing of birds
Pr Large-scale processing P/S Joint venture I Inputs 3 Decentralized outgrowers + processing
T Throughput T Technical 4 Outgrowers + marketing company
F  Focd contracts



four simple cases: the Mumias Sugar scheme 1s a large )oint
centure 1nvolving &, SV cutgrowers ard a centralaized rucleus
estate-proacessing system for 1mpcrt-substitution; the Kenya Tea
Developmert Authority is a statutory pubi.. monopoly with 137,000
participants (each with roughly 1 ha. of tea) and 324 tea
factories processing green tea for domestic and international
markets; Texagri is a private cassava processing project in
Nigeria consisting of 141 cutgrowers for a domestic marketj the
Limukuyu Horticultural Co-operative consists of 300 co-operative
members growing fresh flcwere con contract to a Dutch buyer for
Eurcpean markets.

In this study we wish to examirne this diversity. We wili
focus on contract farming that transcends simple forward
contracts (i.e., price and volume determination only) to include
control over growing practices and which also embraces the
various organizational, technical and contractual forms. We
believe that this variety of forms can be manageably reduced by

corcentrating on three inter-linked fundamental variables:

1. Techrical Pspects_of _Crop Production: each commodity is
associated with crop-specific technical conditions. Green tea
must be processed within 8 hours, sugar cane requires a moisture
threshold for crushing, vegetables must meet certain size, taste,
and quality standards, and virtually all the crops have quite
specific labor are producticn regimes. Quality control,

perishability, large-scale pracessing, and ~cnstant throuphputs

represent the important aspects of crop characteristics.



2, FEorwms_cof CF_Orgarization: CF 18 found i1 a great number of
institutional corgarazaticnal, ang management arrangemnents but
can, far the purpcses <«f discussicrn, be reduced to the following
(see Williams arnd Karen 1385, arnd Thosanguan 1383)1 Nucleus
‘estates with processing facilities, centralized outgrower schemes
(with processing), decentralized outgrower schemes (with
processing), ard outgrowers with marketing companies (both large
cerntralized schemes, ang smaller, "informal," decentralized
projects). All of these schemes carn of course be public, private
(lacal or TNC's) cr H)oi1nt ventures,
3. Contractual Ferms: Contracting is fundamentally a way of
allocating the distribution of risk betweern grower and buyer but
Quite how it 1s dore and borre (production versus price risk, for
example) varies considerably. On the one hand, orie should
distinguish between "market specification”" (price-volume),
"resource providing" (inputs, credit) and "production-management"
(extension, regulation contracts. And on the other, there are
important temporal differences which are usually related to crop
characteristics. Scime perernrnials such as tea (which cannot be
harvested until the fcaurth year) are often contracted over ten
years, whereas vegetable contracts are renegotiated anrwually (see
Rpperdix 1 for examples),.

This classification of schemes provides a framework to reduce
the complexity of CF and to ernsure that the major classes are
represented in ur stucy (see Sectaon 111]1). Rl1l of these schemes

can be assessed (i1n terms of performance ans soCcio-econcmic

impact) 1n terms of eight brocad structural variables (see



Rpperdix & for a discussion):

Freoguctaion fechrnc,ogy

Orgarazatioral and Institutional Arrangements

Comncdity Characteristacs

Market Structure

Soci1al Organization of Production

Scale/Concentration of Producticon

Duration

External Envirorment

Thie provides an crgarzang frame into which the multiplicaity of

hypotheses concerning CF can be situated,

11. RESEARRCH FROGRARM

This study program consists of two major sorts of activities:
first, a series of field studies of 10 specific CF schemes in at
least 8 African countries, the choice of which is representative
of the most important variations in commodity and organizational
form (see Section I11 for a full discussion). RAnd second,
comparative/gereral research using both project case studies and
secondary literature to address the questions posed in the TOR.

We have provided a gereral structure to the project that

rests on four broadly defined questions:

1. Context: what determires the cortexts in which CF can arise,

be promcted, and succeed (i.e. why CF, nct cpen market or
piartation).
=2 Institutiornal and Orgarnizational _Structures: what

distinguishes the variety of CF forms (legal, institutional,



crganizaticrnal) frcm other producticrn/marketing arrangements, how
oo they evolve over taime, and how 1s CF facilitateo by ratioral
pclicy/state 1nterventaior,

3. Sccio-Economic_Processess how is risk/uncertainty born by
growers, firms, etc., patterns of decision-making authority,
technical ard allocataive efficierncy, equity considerations,

4, lwpacts: costs and berefits to participants/actors, how is
risk shifted in CF schemes. positive ard regative impacts on
growers,

Thie i1c ncariethelees an enormaus marndate and in view of the
limited fieldwork, the scale of the project, arnd the patchy
rature of published matersal, we have decided that each Pl should
concentrate on specific and limited questions within this broad
mandate. This is particularly the case in assessing local level
(grower, community) issues where data is weakest and not readily
gerierated in two weeks. R great deal of cbviously desirable
information on nutrition, income distribution, labor allocation,
and changes in starndards of living over time, will be difficult
if not impossible to obtaain. Irn this sense, a major thrust of
this study is "pre-feasibility" and can contribute toward an
understanding of what is and is not known and what work needs to

be conducted.

The primary foci for the three PI's will be as follows!

1. Ffgribusinecs: (1) what are the wrganizaticnal arnd legal
arrarigements that facilitate CF schemes? (11) What is the
significarce of rational policy (price, trade, public services)

for CF? (i1i) What is the significance of (i) ard (ii) for the



sorts ot the distributicon of riskss/costs for private, public,
firarcial and other actcrs’ (1v) An assessment of the "interral”
orgarnzational andg marnagement structures of CF projects ain

relation to CF performance.

€. Rgricultural Economist: (i) Efficiency questions (technical
ard allccative) and their relationship to overall equity/welfare,
(11) Authority and decision-making 1n the CF schemes (i.e,,

management internsity, Quality and production control, monitoring
cests, cortractual forms, role of debt, grower-company cornflicts,

bargairang/regotiation, 1mplications of contract/authority for

distribution of raisk),

3. Social _Scientist: (1) social organization of production
(recruitment, status of growers, turrncover, teriure status,
contracts, (ii) technology transfer/deskilling, (iii) grower
impact (focus on 1. income and investment patterns, 2. resource

control/access, 3. norn-participants/local ecornomy/community/labor

markets, 4. food security).

111, RATIONALE FOR COUNTRY AND FROJECT SELECTION
The preliminary field visit by Ms. Mock in March/April
demonstrated quite clearly that the universe of contract farming,
in its myriad forrms, 15 encorunous and is endemic across West
Rfrica. To make this diversity manageable for research purposes,
we have provided a simple classificatory scheme (Figure 1) which
distiriguishes contract farming schemes on the basis of commodity

characteristics arnd orgarnizational forms (1.e., forms of vertical

10



co-orgdination), As we have snhnowrn 1n Section 1, this taxorciny has
(AUCH 17 Cominen with ct=er classificaticns based on coantract
excrarige (Mighell arg Janes 13€3), and processing/marketing
arrangements (Williams and Karern 1385). On the basis of this
typology, our choices reflect the desire to represent each of the
broad types/classes (commodities/organizational-contractual
forms), with a particular gecographic (West RAfrica) and
distributioral (i.e., under-researched) bias. The country/scheme
choices, therefore, reflect a series of complex determirations:
we have been swayes ty the dernsaity of previous or orgoing
research, the particular characteristics of the schemes
themselves, and the ease with which fieldwoark carn be conducted in
various countries. The specific criteria enployed for the

selections are as follows:

(1) Representation from the five major classes of CF schemes:
tea, horticulture (fresh vegetables, canning and seed

multiplication), palm ci1l, poultry, fccdstuffs (rice arnd wheat).

(2) Representation of those commodities/organizational forms
abcut which almost nctrang is krnown though, on the basis of cur
field visit and thorough literature review, they are recognised
to be important and wiocespread (i.e., vegetables and poultry, and

small-scale, private “quasi-formal"” contract schemes),

(2) Necri—duplicaticrn with respect to the on-lire 1DRC projects
(viz., a primary focus orn West Africa ard tropical products

excluded from the IDRC study, such as palm oil and food staples).

While the Kenya arnd Malawi cases may seem to contradict this

il



critericon, they 1n actuality do not., First, the [IDRC study 1s
not focusing <rn smaller, private schemes including commcdities
such as fruits and vegetables for which Kenya corstitutes perhaps
the single most important case. While IDRC has a study in

Malawi on tea, we feel that cur study, building on three years
research by Dr. Palmer-Jcres, will greatly facilitate the 1DRC
stucdy., Dr. Narkumba of Eurda College has been informed of
Palmer-Jores' studies and will be able to work closely with him

during his field visit.

(4) Avcoidarnce of schemes/commcdities about which a great deal is
already krnown (for example, the Mumias sugar scheme: see Rllen
1981, Williams and Karen 1985, Mulaa 1781, N'yocrgo 1981, BEarclay
1977, Graham and Floering 1984, Scott 1379) and the deliberate
selection of commodities/organizational forms for which
sufficient research had been conducted to permit comparative
generalizaticns (for example tea [cf., Kenya work of Lamb and
Mullar 138&; Stern 197&; Buch-Hansen 1380, 1981J), palm oil [cf.
Camercon work of Achala 1982, Ivory Ccast work of Chaveau 1977,
Torp and Marcussen 198&) and rice [cf. Camercon work of Jones

1983a, 1983bl).

(S) Yo build upon ongoirig research using consultants who already
have data and/or projects/collaborations with host country
institutiors ard researchers (Jaffee 1n Kenya, Falmer-Jores in
Malawi, Watts in Nigeria and The Gambia, Daddieh in Ghara). In
view of the linmited time hcrizorns and the potertial scale of this

project, we feel that such a criterion facilitates a highly cost

1¢e



effective (ard high Qua.ity!) research program and <rne 1n which
collabcarative i1nteractiorns with host country schalars are

recessarily coansidevad.e.

(6) To select cases which have a history., A critical aspect of
contract farming pertains to the evolutiorary changes of the
schemes themselves. Scome CF projects are volatile ard have on
occasion disappeared (and reappeared) in the course of ten years
of coperation (this is especially so for fruit and vegetables, cf.
Jaffee 1986 but also Falmer~-Jones 138%5). Wherever possible we
have tried to incorporate schemes that have a history in this
serise and through which the dyramic and changing aspects of risk,

bargaining, organizaticnal charge, market fluctuations and so on

can be charted.

The country/commodity choices are as follows:

Quality Control: seed multiplication (Kenya), tea (Malawi)

=P AP A g

ferishability: vegetables/fruit (Kernya, Seregal, Nigeria)

—— - S —— e o - -

_________________ palm oil and cotton (lvory Coast/Ghana,
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Cornstant _Thraughput: poultry (Seregal/Mali)

Staple Foodstuffs: The Gambia (rice), Nigeria (wheat)

These choices cover a variety of organizational formss (i) the
centralised nucleus estate-cutgrower scheme with processing (oil
palml, (1i) the large scale (parastatal), decertralised ocutgrcwer
scheme with scme processing (teal, (111) the private (lcocal and
TNC) CF schemes with processing/carnrarng (green bearsl and

without, i.e., direct marketing of fresh produce [Asian

13



vegetables) to rToreagn marvets, and (iv) haghly cantralled,
centralized (usually arrigateoc), large-scale "terarnt" CF schemes
{rice, wheatl.

This clearly leaves some important commodities (but not
organizational forms) unaccounted for: for example, tobacco,
cotton and dairying. We feel justified in our selection,
nonetheless, orn the grounds tnat: (1) some important work has
been done or is under way (Bassett 1984 on cotton in the Ivory
Coast and various 0.R.S.T.0.M., work; Heald 1384 and Shipton 1385
on tcbacce i1n Kenyaj Boceson and Mohele 1373 ¢on tobacco 1n
Tanzania; Euch-Harsern et al. 1380, 1381 ard Ekates 1386 con sugar
tea and tobacco Iin Kenya)j and (i11) we will be able to make use
of the important study being currently conducted by Ellman on
behalf of the Commonwealth Development Corporation and which
includes studies of rubber in the lvory Coast, coffee in Malawi

and dairying in Zimbabwe (Ellman, personal communication 1386).
The specific schemes selected are as follows:

Kenya (3 schemes):
1. Nj)oro Carirers (Njyocro and Western Fravince). 16,000 farmers
growing green beans for Njoro carmery for export to France. 70%

are womevn outgrowers, average contracted holding is 0.5 ha.

2. Vegetable and Flower production for Seed (Busia, Western
Frovirnce)., Close to &,000 cutgrowers for twa small ccomparnies,
average contracted area i1s 5-10 ha. Well-organized private

extension service.

14



3. renya HertiCuitura. Exporters (Nairobl based).

The major exporter of fresh fruit arg vegetables. 300 regular
farmers, with &,000 more from whom 1t buys irregularly. Focus
will be on Rsian vegetables on 0.5-1 ha., plots in Machakos

District.

-—— . e e - am -

1. Jahally-Pachar Project (MID Region. Roughly a 1,000 ha,.
scheme principally funded by 1FARD for the double-cropping of
irrigated rice. Jahally scheme has 440 ha., 1,663 farmers, 776

households, J0% are women,

Malawi (1 schemel:
1. Malawi Smallholder Tea Authority. Rlmost 5,000 outgrowers
and one factory. Average contracted tea area is 0.7 ha. per

family.

1. Ghara Oil Palm Development Corpcratiocon (Eastern Ghana). R
joint state and World Bank scheme consisting of a nucleus estate
and 315 household cutgrawers., 20 ha. of palm plus &.5 ha. for
subsistence for each official project participant. 10, 000 ha.

nucleus estate plus mill,

The casec and/or locatiorns for poultry ard vegetables in Seregal
and Mali, catten (CIDT: arnd the pelm ¢il preject (SODEFALM) in

Ivery Ccast and Camercon have yet tc be selected.

15
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v, ME THODLS AND WOFRr FROGRAM
€ach of the prarcipals will be responsible for (1)
contributing to the CF 1nventory, t11) field studies, (111)
synthesizing secondary literature in the area of their project
responsibility. The selection of countries and schemes was
discussed at length in Section Ill., Broad areas of research

resporisibility for the Fl's are as follows:

Watts: Case studies of CF schemes in Nigeria and The Gambia,
Overview of the soci1al cortext of CF cperation ard the sccic-

ecoriomic consequences of CF schemes for grower participants.

Mock: Case studies/histories of busiressmen CF, and work with
private sector entrepreneurs/parastatal managers in Ivory Coast,
Seregal ard Mali (possibly Burkina fFaso). Overview of the legal,
institutional and crganizational relationships asscaciated with CF

performance.

Billings: Case study of poultry/livestock and cotton in
Cameroon, Sernegal arnd lvory Coast. Overview of efficiency
(alicocative ard techricai) ard equity questicons o CF schemes,
decision-making authority re: investment, production, marketing,

and techrology transfer.

All of the PI's will work on questicns «f costs, berefits and
riske as they ccricerrn tne varicus levels of the projects/schemes
on which they work an the field and 1n their ccoamparative

literature reviews.

16



fainter, Dacdieh, *almer-Jaores and Jaffee will all be
respuns:ple for local .e.e. stuoles focusing primarily (but not
exclusively) on questicns of effects an growers, decision—making
authority, techrology transfer, and risk distrabution in relation
to contractual form. Using these individuals will also
facilitate co-operative research with host country researchers
since working relatioriships are currently in place (see also
Section VII, No. 9.

A major thrust of the field research will focus on what one
might call laccal, 1.e., grocwer, 1ssues, sS1nce this is the area 1in
which least 15 krncown. Hcwever, data on grower issues (income'
distribution, nutriticnt) 1s also the most difficult ard time
consuming to collect and carnct be readily cbtained through short
term or rapid rural appraisals. This obviously places important
constraints on what can be docne given the time frame of this
study. This provides a major rationale for using FPl's and
consultants who have considerable experience (and data) with CF
schemes (Palmer-Jores, Jaffee, Watts, Dacdieh). Extensive
surveys are out of the questaion ard strategic interviews with
growers, maragement, ard extersion wfficers is the most that can
be expected (see Apperdix 11). In view of Dr. Palmer-Jores'
extensive research on CF in Rfrica we also anticipate that he can
be profitably utilized later irn the project, after the fieldwork

period, to synthesize and review important policy aspects of the

«Nutrition studies are currently being cornducted by IFFR]I on twa
CF schemes in Rfrica, and their first phase data ard findings

should be available to this project.
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efficiercy and equity 1ssues on large-scale CF schremes,

It should be mace clear that th:s project will also actively
participate i1n the IDRC nethcds workshop an Nairobi air July arnd
that every attempt will be made to ensure that Comparability

exists between our respective studies,

V. RESERRCH TIMETAELE AND WORK ORGANIZATION

The scope of the project ard the gecgraphic dispersiorn of the
case studies in a multi-country study have necessarily presernted
problems of co-ordination and 1ntegration in the CF study.
Ideally, the primcipals would have all worked on a sample of the
selected schemes but 1n view of the multiple work resporsiblities
and duties, the number of case studies ard difficulty of
scheduling, this is clearly impossible. Rather, the work plan
has adopted a middle-ground strategy to ensure that (i) there is
replicability in case studies, (ii) a sufficient country overlap
such that at least two of the principals/consultants work in the
same country, and (1i1) a work organization that ensures
integration ard maintenarce of a multi-disciplinary approcach,
The lcgic of the wark program 1s breacgly that case studies wall
be prepared that will provide the empirical basis -~ irn
conjunction with published ard seccondary research -- for the
final project synthesis. The local case studies will be, as far
as 18 possible, stardardized ard hernce ccmparable,

The comparabilaity, integraticn and multi-disciplinary
concerns will be integrated irnto the research agenda 1n the

following manner:



(1) Stargard informatacorn wii. ce collecteo on each study scheme
-~ and on other CF prajects that are examined for purpases of the

inventory —— 4% detaileo 1n FAppenoix 3.

(2) lndividuals who are conducting essentially local level
analyses of projects (Watts, Jaffee, Dadieh, Painter) addressing
questions of sccic-econcomic impact, allccation ard distribution
questions, and cost-risk, have met in Washingtorn D.C. on Rpril
1i1th to discuss how these studies can be made systematic and
comparable. Rgreement was reached on what scrts of measures and
methods might be employed to provide empirical data (from short -
term field vicits) compatible with the questions raised in

Sections 11 and 111.

(3) Project researchers would work with local counterparts, most

particularly in those areas in which they have limited expertise.

(4) Some continuity will be provided in most of the country case
studies by the fact that two or wore researchers will conduct
some work there (albeit at gi1fferent periods). For example Mcck
and Daddieh in lvory Ccoast, watts and Falmer-Jones in Nigeria,
Fainter and Mock in Senegal, Jaffee and Falmer-Jores in Kenya

etc.

(S5) In spite of the deceritralized charactér of research, a multi-
disciplinary apprcach can te maintairned 1n part by the framing cf
the research questions themselves. Rather thar asking only

economic or managerial questions, for example, one can facilitate

inter-disciplinary study by examining risk, the history of
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project failure cor success, the sccial organization of growers,

variability of orgarazataicon by cammecity and labor pracess,

(6) Rfter the completion of the case studies, the three
principals responsible for final analysis and write-up will meet
for a three-day workshop in December 1386 to facilitate effective

integration and the production of a balanced firal report,

The field work schedule 1s preserted below ard a more

comprehensive work program is presented graphically in Figure &.

Fieldwork Timetable:

Principals:
Michael Watts: Gambia, Nigeria June-July 1986

Chris Mock: Senegal, Ivory Coast,
Burkina Faso July-August 1986

Martin Billings: Cameroon, Senegal,
Ivory Coast Jurie-July 1986

Case Studies:

Cyril Daddieh: Ivory Coast, Ghara Jurie-July 1986

Stephern Jaffee: Kernya July-August 138¢

Tom Painter: Senegal Jurne-July 1986

Richard Falmer-Jores: Malawi September-October 1386

It is anticipated that all field wcark and the prcaduction of

case study reports will be completed by December }386.



Figure 2

Field Work
1
_______ Billings
——————— Jaffee
——————— RP-J
_______ Mock Presentation of
—————— case studies
_______ Watts
——————— Painter Final
_______________ Report
——————— Daddieh Writeup

______________ de Treville

1986 1987
Ju Jy Au Se Oc No De Ja Fe Ma Ap
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vil. OUTFUTS

Irn addition to the preliminary cutputs which have already
beer: produced as the project has progressed (these are detailed
in Appendix IV), it is anticipated that there will be four major,
final outputs from the contract farming study project. In view
of the decentralized character of the research and support
activities ard the phased character of the wark schedule, the
outputs will be produced throughout the course of the contract

farming study. They are as follows)

(1) R comprehensive annotated and cross-referenced biblicgraphy
of contract farming to be presented by September lIst, 138¢., A
preliminary bibliographac report will accompany this project
proposal. The bibliography will consist of three main sections,
each with an explanatory introduction pertaining to the important
conceptual, methodological and policy issues contained therein:
(i) contract farming in Rfrica, (ii) important contract farming
research in other parts of the world, (ii1) relevant thecretical
and conceptual literatures. Rn index will access these sections
by commcadity, country and subjyect. This biblicgraphy will be
available for distribution to the IDRC project members and to
organizations and institutions that have assisted the SRARSA study
in the course of the research program. A preliminary draft will
be circulated to the IDRC researchers in Africa in June prior to
the Nairobi Conference since 1t 1s clear from cur retworking that
many of the Rfrica-based schcalars are woefully short of published

secondary sources. Indeed, it is cur belief that a majer
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contraibution of the tirst phase of the study will be the

facilitation of tne IDRC stuoies throaugh biblicgrapnic support,

(¢) Case Study Working Fapers. It 1s anticipated that or the
basis of the field work conducted by Pl's and consultants, there
will be at least six field studies (rice in The Gambia and
Nigeria, oil palm in Ivory Coast and Ghana, horticulture in Kenya
and Seregal, tea in Malawi, poultry 1in the Sahel, cotton 1n Ivory
Coast) of one or wmore contract farming schemes. These reports
will of course be the basis for a larger integrated project
report and executive summary, but they will alsc be presented as
IDR Warking Fapers tc be distributed te IDRC colleagues and
relevant institutions/researchers. Working Papers will be

produced variously throughout the period July-December 19386.

(3) Final Project Report and Executive Summary, Represents an
integration of both field research ard comparative secorndary
work, focusing specifically on the broad questions articulated in
the TOR., A draft will be available in the Spring of 1387 ard
presented formally to USAID thereafter. This report will alsco be
available as an IDAR Working Faper for distributicn to relevant

institutions and researchers.

(4) Networking. In the first phase of the CF study, a great deal
of networking has been undertaken among researchers, FV0's,
research institutiors and applied/develcpment agercies. In view
of the widespread interest in contract farming 1rn Europe ard
Africa, and in light of the obvious averues of research that will

be identified in the course of the IDA/SARSA study, we anticipate
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that IDR can corntribute an 1mportant retwirking furcticrn, IDR
will prepare an inventory of 1ndividuals and instituticons wha are
actively working in/on CF or have expressed 1nterests irn the
outputs of the CF project. R particularly craitaical networkirng
function has already been initiated between the majocr
Commonwealth Development Corporation contract farming study

ccriducted by Dr. Anthany Ellmar.

(S) Collaborative Research. Rn important output from the CF
project will be the collaborative research efforts with the IDRC
project. The collaboration will be facilitated through (1) the
excharnge of research documerts, (11) participation an iDRC
training workshop in Nairobi in July 1386, (111) the sponscrship
of a comparable long-term CF research project in West RAfrica as
discussed at the February Meeting at UGAID. We have currently

targeted three major possibilities for this long-term research:

(i) The Department of Rgriculture, University of Dschang,

Cameroon (two U.S. trained professors who have researched CFl.

(ii) CIRES at the University of Abidj)an who have already

conducted scme research on oilpalm,

(iii) ISRA and CREA in Dakar, Seregal wha have expressed interest

in CF in fruit and vegetables.

(6) A final workshop in Washingtcn, D.C. at the termirnaticr of
the project that would ideally include Rfrican and IDRC

representation in addition to USRID Africa Bureau perscrnrnel.
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Research Networks:

Irnn the ccourse of our preparatory research we have established
conrecticns with the following 1ndividuals/institutions
corgucting research on contract farming in Afraca: Dr. Jean-
fierre Chaveau, ORSTOM, Faris; Drs. Kenredy and von Braun,
IFRPRI, Washington, D.C.§ Dr. Suzette Heald, University of
Lancaster, England;j Dr. Francis ldachaba, University of Ibadany
Director, CRER, Dakars: Dr. Richard Palmer-Jones, Oxford
University; IDRC Contract Farming FParticipants; Dr. Frarncois
Abira-Tchala, University Centre of Dschang, Cameroon.
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As 1 read through the work already done by de Treville,
Minot, Watts and others 1 am impressed with the detail and
thoroughness with which the project is approaching the study of
contract farminq. 1 am concerned, however, that the more
difficult task of pre-selecting the really key variables on
which the project should focus its efforts remains to be done.
Many of the potential issues and questions identified thus ¢far
cannot be answered nearly as esasily as they can be raised. The
next step is to identify those variables which tend to be
common to a large number of contract farming projects and which
appear pivotal to success as indicated from available secondary
sources.

Assessing contract <farming requires some notion of what

constitutes desirable forms and outcomes of contract farming

operations. These criteria need to be made explicit.
Presumably, a desirable form would allow ample scope for
decisionmaking by participating farmers. Other desirable
outcomes vwould no doubt 1include 1increases in income,
efficiency, equity and social cohesiveness, They might also

include balance of payment, regional development and other
objectives that typify development projects in general. oIn
real life these objectives often are in conflict with each
other. For this reason it would be wise for the project to
cspell out the precise criteria it will use to identify

"successtul” contract farming operations.

There ic no single impact of contract ‘farming. The
impacts. in turn. mav not be consictent between projects with
cimilar form and organization. The most I think :t =

reaconable to expect is to identify those variables and ractors
which ceem common to many succecsses and failures respectively.
Even this may be ambitious considering the myriad of variables
anc interactions that act on development projects at all times.

I think 1t would be helpful to identifv broad structurel
variables that 1nfluence the effectiveness of most centract
farming operations. Ideally, these variables would decscribe
dimensions that are common to most such projects. A first cut

might lool something like the following.
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A. Structura]l Yariables Influencing Contract Earming
1. The Technology of Produ:tion. Presumably, the more eco-

nomically and technically sound is the basic technology
employed 1in a contract farming operation, the more likely it
will be to produce positive results. This includes such

aspects as the enterprise selected, breeds of livestock or
varieties of crops grown, and production techniques used
relative to the physical and social environment. These factors
will influence yields, cost of production, demand for labor,
area cultivated per outgrower and, with some crops, the
efficiency of processing. The technology of production will
also crate a set of demands for resources that will compete
with other economic activities of the household. Obvigusly,
the more this technology is consistent with existing production
patterns and household goals, the more likely it will be
adopted. This does not imply that entirely new technologies
will not be successful, only that they will require more
careful study and organization in order to ensure their
adoption and success,

2. The Organization 0f Production. This includes how well the
project organizes 1ts operations. It covers such things acs
identification and selection of participants, the contracting
mode used. deliverw. of inputs, provision of extension. credit
snd other cserv/i1c=2s, *he mcdality for repaying credit or

otherwize recovering prosject investments, and the overall

qualit. of project management, The ratio of extension agentes
to tarmerz. their level of trainming. the ratio o+ outgrower
product:icon to estate nroduct:i:on, and qual:ty control are some

organizational var:ables having considerable bearing on project
performance.

-. Commodity Characteristics. Each commodity will impose  a
cet or constraints that will limit the range of choices
relat:ng *o ‘the technolecgy and organization of product:on.
Sugar production demands ectate production and a refinery ac
well as contract cane production. Rubber and o1l -nut

production will usually require some level of extraction and

”~
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refining at the project level in order to produce competetive
returns for producers. High bulk products such as sisal will
also need project level oprocessing facilities. Highly
perishable commodities such as fresh fruits and vegetables
require production, selection, handling and packaging
procedures that must be closely attuned to the markets for the
products.

4, Market Structure. Many contract farming operations provide
a vertically integrated marketing structure. The projects may
have a legal or de facto monopoly on marketing the product. Qe
facto monopolies resulting from the limited alternatives faced
by growers improve the chances of project success if they do
not 3queeze the growers too hard. Where contract farming
operations cannot provide producers with larger markets or
higher prices as compared with locally available markets,
projects will have difficulty getting enough throughput to
cover their overheads and process=ing infrastructure. The locus
of the market and the level of processing required for the raw
commodity to find a ready market sometimes provide de facto

monopsony power that contributes to project success if not

abused.

=

S. Social Organization O0Of Production. This structural
variable constrains the range of choices readily available for
organizing producerc. Land tenure will constrain who will be
willing to make what Fkind of 1nvestments. The <oc:al
coheczivenesse of the local farming communities will have a
bearing on how cooperatives or cred:t programes oOrgan:zea
under the project should be structured ang how erfeczivelvw
thev wi1ll operate. The <cice of farm holdings anc¢ the
ctructure of household social and economic relationships wiil
also condition approach and result.

&, Concentration/Scale of Production. Because of the over—.
heads that need to be covered and the high output bias of most
procecs1ng technologles, contract farming operations otten
need to attain a certain minimum level of production to be
financially viable. Generally, dispersed production adds to

collectior costs. At the same time, many projects will have

-
-
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to cast a wide net to get enough output to reduce processing
costs to acceptable levels. On the other hand, it is usually
more economical to run a small processing operation at ¢ull
capacity than a larger, more technically efficient facility at
2/3 capacity.

7. Time In Operation. During the first few years of a
project‘s life farmers are learning, extension support is high
and quality is probably improving. The scale of operations is
probably growing as well. All these factors add to costs and
constrain vyields until the new system is firmly established.
Beyond the initial start-up phase, however, the time in
operation will probably not be a major factor conditioning the
parformance of contract farming operations.

8. External Environment. This includes, among other things,
the overall policy environment imposed by a government, the
level of development and maintenance of marketing,
transportation and other infrastructure, labor legislation,
investment codes, and enforcement of contract law as it
pertains to both natiomal and international investors. These
often have a profound effect on how a project may legally
organize itself and what recourse it has to protect itsel¢
from growers, intermediaries and local leaders who violate

contract provisions or normal operating procedures.

These =2ight structural variables condition the economic.
csocial and political effects of most contract farming
proiects. Marv of the hvpotheses and questions relating to
contract farming which IDA researcherse have raised to date
couid oe groupea under one or more of them. This smaller
grouping has the advantage of creating classes of variables
which affect each project. For this reason it will tend to
focus efforts on identifying common themes and their effects
rather than getting bogged down in an analysis of all possible

ramitications.



B. The Effects Of Cootract Faraing

The analysis of the effects cf contract farming would
benefit from a similar aggregation 1in order to yield
generalizable results which emanate from various dimensions of
the structural variables. 1 would concentrate on the
financial, economic and social effects and consider the
technical aspects only to the extent they have a bearing on
the others. It is important to note that the various effects
will not emanate from contract farming ger ge but from a
particular type and structure of contract farming.
Presumably, the project should be identifying those structural
characteristica which consistently yield favorable economic

and social conseguences.

i. Economic And Financial Effects

All of the structural variables will condition the
economic and financial returns of contract farming for
producers, the project and the economy. With minor
exceptions, a project would presumably not be considered
sucessful unless it provideo adequlate returns for at least
the first two.

Returns to the farmer need to take account of any added
rick assumed by growers; often in the form of excessive
specialization 1n one crop or additional exposure to crop Or
mar':et faillure. Ability to shift from the contract crop tc
other cropes quickly and easily would also influence a grower =
perception cf risk adjusted returnc. Household income lost SV
not nsraducing those crops which compete with the contract cr-od
_for land, labor and capi1tal resources, and the impact of
contract production on the household distribution of 11ncome
would also affect a household’s perception of its net benefit.

The company or project authority, of coarse, needs to mal-e
a profit but real profits at this level are not always easy to
determine. Manv contract farming operations are affiliated
with multinational companies with ample opportunity to deprecss
the profits of the national firm by shifting them to the

parent or sister firms. Overinvoicing of plant and equipment
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expenditures, packaging and other intermediate and operating
expenditures, and underinvoicing of exports or transfers to
other affiliates are common extraction techniques which do not
admi t to easy control. Many such companies continue
operating year after year in spite of chronic losses. Others
extract marketing, trade, pricing and other concessions that
assure their financial viability from governments anxious to
industrialize. Oftentimes such concessions come at the
expense of producers, consumers of taxpayers and generate net
negative returns to the economy even though returns to
producers or to the project are good.

Economic benefit to the national economy is the more
difficult to assess since one cannot rely with confidence on
observed prices and qQuantities of output from the project to
make this determination. Oftentimes high returns to producers
or processors come at the expense of consumers via higher
prices which are sustained, in turn, by high import duties or
quantitative restrictions on imports. Favorable rates of
exchange or direct subsidies by government can restrain price
increases for consumers but these are costs to the taxpayer
and the economy as a whole. Assessing the success of such
projects requires some interpersonally valid measure of
individual and collectijve welfare, something we do not vyet
have.

It would probably be wise i1n this studv not to spend too
much time on national economic benefite of contract farming
€i1nce these will wvars depending on cseveral factors not
essential to «contract farming per SE. The studv coulg
concentrate instead on organizational and micro-level issues
that relate to establishing and operating such projects.
Donors could then esamine the macroeconomic context as part of

the project preparation and appraisal procecss.

2. Social And Other Effects.

It will be a 1lot easier to identify the important
structural characteristicse and their financial effects than to
identify and quantify the non-financial aspects. Acssessing

6 \u\‘
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social, nutritional and indirect economic effects will require
a great deal of field level observation and analysis in those
cases where studies are not already available or gqive such
issues short shrift.

Yo assess nutritional effects, $or example, one needs to
look not only at consumption of those products produced under
the project but also at other crops produced by the household
and purchases made by it. These must then be reduced to
nutrients and compared to similar households not participating
in, or indirectly benefiting from the project. All this must
be done with sample sizes of sufficient size to have
confidence in the inferences drawn from the study. Because
seasonal factors are SO important to rural consumption
patterns in Africa such a stﬁdy would have to allow for
seasonal variation 1in diets and incomes for both groups of
households, especially during those periods when they are
receiving income from the project or forgoing income from
competing crops. Clearly, such a study is beyond the scope
of the project unless already conducted by someone else.
Anything less in magni tude is not likely to be much more
accurate than anecdotal observations made by persons familiar
with the project. Even if such a study were done in one area,
ite conclusions could not be safely generalized to other areas
“ithout considerable addi tional study in those areacs.

Analysizing social effects will require a similar deqree

of <ctudvy cf the local situation. Contract farming will
probablv affect the t:ming., the recipient and the wucse o+t
tncome wiithin the noucsehold. 1t will often <hiftt the

distribution of household and farm chores and change the
cstructure of farm household and community decisionmaking.
Understanding such phenomena takes time and requires observing

both participating and nonparticipating households.

C. Methodeloqy For Studying Contract Farming

The actual effects of contract farming will vary depending
on its structural composition. Unless there 1is considerable

secondary information already available on the projecte it 18
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difficult to see how several months of field work in a few
areas will provide much information which has widespread
applicability, About the best that can be cxpected is some
confirmation of hypotheses formulated on the basis of review
of the literature. To dc even this the researchers will Hhave
to select field sites very carefully, ,

I would proceed with the review of the literature to
identify common problems and to prioritize and answer the more
important questions rajsed by de Treville and Minot in their
papers. On the basis of this work I would formulate hypotheses
concerning the conditions under which contract farming can
succeed and identify areas for further research. These
hypotheses should be limited in number, and as solid and firm
as &vallable data will allow. Once all of this is completed 1
would identify those projects which seem to provide information
On one or more of these hypotheses but for which secondary
information is limited. I would then schedule a field review
of as many of those projects as possible, spending no more than
two or three weeks per project to speak with government and
project officials and spend a week with farmers directly
concerned by the project. Getting better information than
this on a particular project will require a quantum jump in the
amount of time required. I would not go into the field until [
had a good idea of what I epected to find.

It' e hard to zee ho

Y

spenaing more time on one case coculd
eld as much information as reviewing additional cases in the

Zame amount of time.

.
LIRS

means that much of the intormation

i

will be anecdortal but

in

C 1= :nuch of the :nformaticn cuntained
in alreadv publicsned Ttug: ec. Recearchere wil] simplyv have to
be careful to corroborate as much of this information ac
possible before forming their conclusions on a particular
projec+. This approach also meanc that <ome of the more
esoter:c questions relating to poscible eoffecte of contract
farming will not ke ancwered bv the studv, even granting that
thev could be ancwered with a much more detailed

studv--something 1 would not be willing to grant in any case.
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To structure the literature review as well as the
fieldwork, I would organize available case studies along
commodity lines as suggested by Minot. With the exception of
economic and financial factors, 1 suspect that the technical
and market aspects of a commodity and how a project organizes
itself to deal with them will explain a substantial amount of
the difference in results between projects dealing with the
same commodity.

Next, 1 would look at the growth of production under the
projects and at costs and returns for both the producer and the
project. These two pieces of information should corroborate
each other. Stagnant or declining production and low returns
would dictate a careful look at prices paid to producers and
those recieved by the project. This analysis should look both
at world market prices and prices recieved by producers not in
the project in order to assess the competitive position of the
project at both the world and the national level. 1t should
also include a look at dimensions of the macro policy
environment that may be causing problems.

After reviewing aggregate per formance and pricing
information the analysis should look at technical input/output
relationsh:ps, especially 14 the initial analysis indicated
poor growth and returns. This will reveal the effects of poor
Or3janization. management and technical support or poor qualitvy
LhACUTE, Unfor tunatel -. I suspect that available studies will
not go 1nto much depth 1n this area. Some such cases would be
logicsi :rcicze for $12'd studies.

4 ner=? Sirect review of project organization and management
nould <“eilew the analvsis of i1nputsoutput relationships. Thas
would 1nclude a review of technical reccmmendations, actual
levels of use of inputs, input delivery, extension and
marteting services and credit mechanisms. These aspects should
re e:amined from the perspective of the producer as well as
that 2f the project since these two perspectives are frequentl
at variance with each other, It should go beyond mere numbers
of extencsion agents and availability of inputs. FPoor quality

agents, i1nadequate supervicsion, untimely distribution of inputs
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to producers, and poor quality control are frequent problems in
centralized projects.

To the extent possible with available data, the case study
analysis should look carefully at the provision of credit and
the mechanism used for repayment. Many contract farming
operations are viable only because they make large amounts of
inputs available to farmers who could not afford them or get
access to them outside of the project. With the opportunity
cost of capital in rural areas often approaching 100% per vyear
during those periods when the demand for inputs is greatest,
farmer interest in using inputs will be very sensitive to when
they have to pay for them. Their willingness to take risk will
be less than that of the project as well, if they must recover
potential losses in the face of auch high interest rates,

Only after being satisfied that economic and managerial
factors were not responsible for poor performance would I make
a major investigation 1into social factors. If everything
seemed to be going well I would limit this component of the
analysis to assessing the social impact of the projects in a
general, anecdotal way--—again, being careful to corroberatsz
such information as much as possible. This part of the
analvs1s can be dcne quite effectively with a small number of
well structured group interviews of producers. Producers are
almecst alwave wmore csencit:ve to soc:al dimensions than are
prosec: perscnnel,

Beyond a small number of reprecsentative interviews with
individual farmers and groupz of tarmerc 1 would not zpend much
time on ascsessing the <csoc:al 1mpact 3t contract tarming
projects. What producer= acn t recognize as obvious 1¢ celdom
of great concequenca. In anv case, with such a limited amount
of time it will not pav large dividends to focus on much more
than the obvious.

In a e1milar vein, I woula not look beyond the direct
income benefits and conszequencecs of a project except to the
extent that such effects are recognized by farmers. There will
no doubt be shifts in income flows, consumption patterns.

recsponsibilities of individual household members and standards
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of living. But again, unless farmers recognize these, they are

not likely to be of much import.
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Data requirments

Company data

Ownership: % local/international, % public/private

Duration: in contry, in coontract farmin

Functions performed bty company: input distribution, production,
transport, grading, processing, management,

Area cultivated on cospany land

Yield on company land

Differences between company fmroducticn and contract wvith
respect to inmput use, planting density, harves methods, etc.

Grower data

Area contracted and cultivated per grower (mcan, distribution)

Number of growers and geographic distribution

Production practices: use of inputs, functions performed at famr
level, harvesting methods, particularly differences with estate
production

land temure: owned, rented fram company, rented or from
others, mortgaged (paylng coopany in msmlmslggecm?ped

Previous livelihood and experience with crop

Income and home production in scheme relative to outside scheme

Production and technical characteristics of crop
Characteristics of cammodity: value/bulk, perishability, ease of
measurement of quality differences, labor intensivity of
production, importance of careful management, econcmies of

scale of froeessing

Production cycle

Competing crops and factors affecting choice of crop

Yields of contract growers relative to growers of cammodity outside
scheme and relative to estate production

Important quality characteristics and performance of cutgrowers
relative to estate productimn

Contract provisions

Contract: time period, whether oral or written, degree of
specificity particularly in production practices

Sources of inputs such as planting materials, chemicals, tools,
services, ané labor

Purchases are voluntary or required under contract

Deduction for inputs and technical assistance is explicitly deducted
from crop price or implicitly included in crop price

Sources of credit: company, other formal sources, informal sources

Credit in kind or in cash

Company policy toward crop failure/indebtedness: is thers an
implicit partial insurance policy in the relationship :

Type of recamendations made to growers: timing, practices, inputs,
pest control, farm-level grading and/or processing

Organization of assistance: farmer:agent ratio, organization, type
of field agents used (urban or rural backgroud, level of
educstion, knownledge of and attitude toward locals

Intermediary organization: type, activities, farmer participation

e
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Marketing the good

Role

Role

Role

Alternate markets: ease of access, price and quality differences

Prevalence of "leakage' of goods to alternate markets

Allocation of marketing functions (grading, packing, processing,
Cransport, etc.) among growers, intermediaries, and company

Quality standards and enforcement, does cﬁmy Just use minimm
standards or is there also a price s e according to quality

Volure and t restrictions and enforcement method (standards or
price scale ,

System of price determination and when determined in crop cycle

Conflicts over quality standards, timing, and price determination

Types of processing, grading, and packaging by company

Market faced by company: urban/rural, loca /international,
industriIZ/retAiJ/export firms/ete.

Final demand: income and price elasticity, propsects in medium and
long term, type of cop~uuers

of intermediaries

Type of intermediary: cooperative, farmers' organization, nom-profit
organization, public entity '

Functions performed: credit, input supply, technical assistance,
collection, bargaining, channeling grievances

Method of payment for services: comnission, flat fee, membership dues

of donor agencies

Assistance in financing, farm credit, extension, infrastructure
Technical assistance in production, processing, and mansgement
Provision of physical infrastructure

of govermment policy, regulation, and assistance

Assistance in financing, farm credit, extension, infrastructure
Market services: grading, marketing information, maintenance
Price policy regarding inputs, seed, and commodity

Marketing board activity in commodity

Contrcls and ement of foreign ex e for traded goods
Regulation ofmg:gtracts, agribusinessfhg‘fde, etc.




Appendix IV

FPRELIMINRRY OUTPUTS OF CONTRACT FARMING STUDY
AS OF 15 MAY 138¢



&, MAJOR WORKING MEETINGS

¢S November 1385
African Studies Association
New Orleans, LR.

02 February 1986
Eureau of Sciernce and Technalagy
Rosyln, VA.

4-6 February 1386
Bureau of Science and Techrnology
Rosyln, Va.

24 February 1386
Bureau of Scierce arnd Techriology
Rosyln, VRA.

10-11 March 1986

Institute for Deve.copment
Anthropology

Binghamtor, N.Y.

Robert Bates
Diana de Treville
John Holtziman
FPeter Little
Nicholas Minot
Timothy Mooney
Thomas FPainter
Michael Watts
Michael Weber
Simon Williams

Michael Watts
Christopher Mock
Nicholas Minot
Diana de Treville

Eric Chetwynd

Pat Fleuret
Michael Watts
Christopher Mock
David Glover
Peter Little
Marianne Maghenda
Nicholas Minot
Thomas Painter
Bob Walter

Diana de Treville
and others...

Michael Watts
Christopher Mock
Nichoclas Minot
Diana de Treville

Michael Watts
Christapher Mock
Nichalas Minot
Peter Little
Diana de Treville
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c.

de Treville,

1.

c.

6.

03-10 April 1938¢
Rescurces tor the Future
Washington, D.C.

16-17 April 1986
Resources for the
Washington, D.C.

Future

07-08 May 1986

Bureau of Scierce and Technology

Rosyln, VA,

INTERNATIONAL TRAVEL

Date _and Ferson

27 February - 13 March 1386

Thomas Fainter

29 March - 24 April 1986
Christopher Mock

DOCUMENTS PRODUCED

Diana

Michael Watts
Cyril Daddieh
Stephen Jaffee
Diana de Treville
Thomas FPainter

Michael]l Watts
Thomas Zalla

Pat Fleuret

Bob Walter
Michael Watts
Christopher Mock
Thomas Painter

Frelimirnary reccrnaissance
trip to Senegal for purposes
of CF study.

Reconnaissance trip to Ivory
Coast, Cameroon, Mali, and
Senegal for purposes of CF
study.

Contract Farming Study: Compreherisive Bibliography - One.

October 13985 draft. c0 pp.
Contract Farming Study:
October 1985 draft. 12.

Coritract Farming Study:

Literature - One. October

Anrictated Bibliography - Ore.
PP-

8 items,

Issues Developed from the

1985 draft. 10 pp.

Report on the First Contract Farming Study Meetinrgs,

New Orl)eans, LR. December

Draft Two: 7 pp.

Contract Farming Study:
09-15 December 198S5. 9 pp.

Contract Farming Study:

Trip Report,

198S. Draft Ore:

18 pp.

Washirgton, D.C.,

Liaison Activities from
15 September to 15 December {985.

Decembar 1985. 9 pp.



9.

10.

11.

14.

15.

16.

17.

18.

Contract Farming Study: Armctated Biblicgraphy - Twc.,
Jarnuary 1386 draft. <8 pp. 17 1tens plus topical index.

Contract Farming Study: Comprehensive Bibliography = Two.
February 1986 draft. 35 pp. ca. 380 items.

Contract Farming Study: Report on Future Activities
Meet ing, Bureau of Science and Technology, Washington, D.C.
10 February 1986. 6 pp.

Contract Farming Study: Liaison Rctivities Form Design.
March 1986. 1 p.

Cortract Farming Study: Comprehernsive Bibliography - Three.
March 1986 draft. 42 pp. ca. 420 items.

Contract Farming Study: World Bank, March/Rpril Liaison
Activities Document. 13 April draft. 5 pp.

Contract Farming Study: Arnotated Bibliography and Content
Analysis — Three. April 1386 draft. 83 pp. 38 items plus
analyses of all former annotations, with topical index
update.

Contract Farming Study: World Bank, March/April Liaison
Activities Document. 29 April draft. & pp.

Contract Farming Study: Annotated B.hliography and Content
Analysis - Four. April 1986 draft. 38 pp.j i3 items, with
update of topical index.

Cortract Farming Study: Annotated Bibliography and Content
Analysis - Five. May 1386 draft. 20 pp. 7 items, with update
of topical index.

Contract Farming Study: Comprehernsive Bibliography - Four,
May 1986 draft. 353 pp. C. 500 items.

Contract Farming Study: Comprehernsive arnd Annotated
Bibliography: Revisions to date. May 1986 draft. c. 210 pp.

Contract Farming Study: Liaiscn Activities, February - May.
Forthcoming, May.

Contract Farming Study: Intermediaries and Contract Farming.
Forthcoming, May.

Holtzman, John

cl.

Notes on the Analysis of Contract Farming and Comparative
Institutional Analysis in the Food Security Cooperative
ARgreement. 10 December 1985. 12 pp.



Little, Peter

ee. Contract Farming in Sub-Saharan Africa: R Preliminary
Proposal. 30 Novembur 1985. 8 pp. + appendixes.

Moonay, Timothy

23. Contract Farmings The Agribusiress Perspective.
November 19835. 1p.

Minot, Nicholas

24, An Annotated Bibliography on Contract Farming in
Developing Countries. March 1986 draft being revised.
Forthcoming as IDA/SARSA Working Paper. 15 pp.

25, Inventory of Contract Farming Schemes in Africa.

March 13986, 37 pp.

Painter, Thomas

26. Notes on Contacts made for Contract Farming Study during
Trip to Dakar, Senegal from 02-12 March 1986. 17 March
1986. & pp.

Watts, Michael

c7. Notes or Contract Farming., 01 December 1985. S5 pp.

28, Proposal to Study Contract Farming in Africa. 04 May 1986.
28 pp. + appendixes.

Williams, Simon

29. The Role of Agribusiness in Contract Farming in Sub-Saharan
Rfrica. November 1985. 16 pp.

Zalla, Thomas

30. Some Observations on the IDA Study of Contract Farming
irn Sub-Saharan Africa. 12 April 1386. 11 pp.



