The quest for emergence and
economic growth is leading many
countries, including Cameroon, to
focus on large-scale investments
in various natural resource sectors, often involving the acquisition of large areas of land in the
agribusiness sector. Unfortunately, these often «ill-conceived»
investments raise concerns about
the respect of local communities’ land rights, which are often
not adequately recognized and
protected. Often, communities
are negatively impacted by expropriations, as they displace families from their homes, farmers
from their fields, and disrupt livelihoods.
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f compulsory acquisition is poorly managed, it can leave citizens landless,
without any means of enjoying their most
basic rights, without access to necessary
resources, and with a sense of great injustice. All of this can be source of conflict
and can lead to the abandonment of some
projects, which become de facto «very regretful» investments.
A key question arises: How do we
preserve communities land rights while
promoting investment? In other words,
how can investments be conceived without
threatening land rights? In the search
for socially adequate and economically
viable alternatives, several investment
models are advocated in the agricultural
sector. This includes contract farming,
which has particularly attracted our
attention because it allows communities
to continue to exploit their land and earn
income from it, however, unfortunately
often under strict conditions imposed by
agribusinesses, which are not necessarily
advantageous for farmers
Indeed, contract farming is not a new
concept as it dates far back to colonial times.
It is a system of agricultural production
based on an agreement between a buyer
and producers that sets the conditions
for the production and distribution of one
or more agricultural products. Under the
terms of the agreement, local farmers
grow an agricultural product that meets
agreed-upon standards of quality and
quantity and deliver the product on an
agreed-upon date. The contract may also
stipulate obligations on the buyer - who
may also be an investor - to provide initial
inputs to the producers, such as credit,

seeds, fertilizer, pesticides and technical
advice. The mechanism for setting the price
is almost always agreed in advance but can
vary depending on the social and legislative
context, the crop, the investor, etc., and
can include negotiating a fixed price based
on market prices or setting up a bonus and
penalty system. The cost of inputs provided
by the buyer/investor is often deducted from
the final purchase price. Depending on the
situation, farmers may farm their own land
or sub-lease land to the company. The many
different types of contract farming have been
classified into several general typologies:
centralized, centrally operated, multi-party,
intermediate contract, and informal farming
models (FAO, 2016)1.
SODECOTON’s modus operandi corresponds to contract farming: SODECOTON
structures production by providing inputs to
the cotton farmers at the beginning of the
season and by buying the production directly
from them after the harvest by deducting the
price of the inputs. In parallel, these smallholders can also grow food crops to meet
their food needs.
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Avantages pour les petits producteurs : Accès à des
revenus plus stables, accès aux marchés, accès aux crédits
et aintrants, accès à l’encadrement agricole, etc.
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Unfortunately, this model has implications
beyond just land. Contract farming,
despite some advantages2 , also carries
risks and potential disincentives in the
event of poor contractual arrangements,
non-transparent relationships and illicit
business practices (GIZ, 2013)3 . These
risks and disincentives are linked to smallscale farmers’ poor weight in negotiation
and the fact that they are often trapped
in non-profitable contacts. This can lead
them to other buyers, thus violating a
previously-signed contract with the main
buyer or investor (FAO, 2016). In addition,
farmers often do not have remedies for
their complaints for cases where the
buyers fail to respect the terms of the
contract. Another risk is associated to the
neglect of balance between cash crops
and subsistence crops (competition /
opportunity costs over land and labour
force).

Non-compliance with the terms of contract
farming may reflect an expression of
producers’ discomfort with what they perceive
to be unfair conditions. Parallel sellers often
respond to higher market prices than agreed
upon in contracts, but also to a short-term
need for cash to support their families, with
some third-party buyers offering immediate
access to cash in place of deferred payments
(Kabwe et al. 2018 as cited in Cotula et al.
2021)5.
Pricing is a key element of value chain
contracts, affecting household income,
livelihoods and food security, as well as the
ability of producers to take control of their
lives. At the same time, commodity prices
are subject to fluctuations that can make it
difficult for companies to commit to a fixed
price, especially in long-term contracts.
Unfortunately, producers often have limited
bargaining power, especially over prices in a
monopoly setting (Cotula et al., 2021).

As an illustration, SODECOTON is facing
informal cotton exports to Nigeria. The
online
Journal
investiraucameroun.
org reveals that «according to the 2019
report on the situation of state-owned
enterprises and public establishments
in Cameroon, Cameroonian producers
show a preference because of the
competitiveness of prices: 227 FCFA/Kg
in Cameroon against 800 FCFA/Kg in
Nigeria. It should be noted that the sale of
Cameroonian cotton by these farmers is
illegal. This is because, according to the
terms of the contract which binds them to
SODECOTON, the company must have
the exclusive right of the purchase of
their production, in exchange for the prefinancing that SODECOTON offers for
the supply of inputs »4 .

Due to financial difficulties, SODECOTON
had reduced a significant share of its cost
by an acute demand of unpaid work of
cotton farmers: the farmer’s work time is not
considered, and it is the local community
that is needed through the farmer (Vadot,
2014)5 . Family labour force fully participates
in cotton farming, from land clearing to
commercialisation, hence, it should be
considered in the effective costs estimation
(Nubukpo, 2011)7
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Also, a significant share of risks are
transferred to cotton farmers (climaterelated events, failure in seed innovation,
accidents, health issues etc.), who are
indebted to the company when their
volume of production does not enable
them to cover the credit contracted at the
beginning of the agricultural campaign
(Vadot, 2014).
Besides, SODECOTON’ strategy, which
aims to promote the creation of large farmed areas (more than 5 ha)8, may have
repercussions on the production of subsistence crops, especially in the Far-North region where the level of food insecurity
is significantly high, in a context marked
by demographic growth, climate change
and a scarcity of fertile lands
Ultimately, although this investment model allows small-scale producers to exploit very often insecure land, it does not
seem to be beneficial to the vast majority,
mainly because of their limited power in
decision-making and negotiation over the
clauses of the contracts that bind them to
the buyers/investors. Responsible behaviour on the part of investors therefore requires, among other things, ensuring genuine dialogue and greater participation
of stakeholders, increasing transparency
and ensuring a sufficiently remunerative
income for producers so as not to fall into
the same traps as those experienced by

producers of village plantations managed
by SOCAPALM in the 1970s . Therefore, it
would be appropriate for investors, with the
support of State authorities, to:
– Create a fair negotiation framework for
producers in decision making (e.g. pricing)
based on unbiased information sharing,
transparent communication, participatory
negotiations with representation from all affected social groups (men, women, youths,
Indigenous People, etc.). Producers need to
be able to assess the implications of contract
farming on their farming systems, decide
on what investments are required, and calculate the possible returns on investments.
These kinds of basic skills need to be built
before the buyer/investor offers the contract
and the producers negotiate and accept or
reject the agreement. Respecting producers’ capacities and concerns and trying to
find joint answers to their questions (about
risks and rewards, technical implications and
knowledge gaps, etc.) are primary, essential steps to build trust and get producers to
make an informed commitment.
– Agree with producers on clear contract
terms and transparent pricing mechanisms
and agree on mutually beneficial prices/payment terms (fair margins, financial liquidity).
This could help reduce misappropriation of
inputs and parallel sales.
– Establish accessible and mutually agreed
upon dispute resolution mechanisms (GIZ,
2013).
Other relevant resources
Neuf raisons de dire non à l’agriculture
contractuelle des entreprises d’huile de
palme (Nine reasons to say no to palm oil
companies contract farming), https://wrm.
org.uy/fr/files/2021/07/FR_Neuf-Raisons_
singlepages.pdf

Suggested investigation angles
- What is the perception of contract farming
by small producers living near oil palm
agribusinesses, rubber, etc.?
- What are the CSR (Corporate Social Responsibility) policies of companies practicing
contract farming?
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