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Success factors in contract farming  

 

1. What is contract farming? 

 

Contract farming is agricultural production based on an agreement between 

farmers and buyers. The buyer often commits to purchasing produce of an 

established quality standard, while the farmer commits to sell certain 

quantities at an agreed moment. The buyer may also offer production 

support through the supply of inputs, technology or technical assistance.  

 

Farmers can benefit from contract farming by gaining access to inputs, 

finance, know-how and market access. Buyers benefit by gaining access to 

primary produce of a desired standard. Both parties reduce uncertainties as 

they agree on the price and timing of the marketing. Common risks, however, 

include side selling on behalf of the farmer, or downgrading of produce 

quality by the buyer in order to pay a lower price.  

 

2. Things to keep in mind to make contract farming a success 

 

 Farmers will only comply with a contract if they have a real business 

case to do so - make sure you understand their business case. Start with 

a small number of farmers to find out what works and then expand. 

Internal controls and self-selection of farmers can help you determine 

which farmers are fit to join the scheme. 

 Check whether farmers have a real understanding of their contractual 

obligations and rights, and make provisions for the settling of disputes. 

 Working with economically oriented farmer groups may be efficient, if 

and when farmers feel well represented by their leaders. 

 Set prices transparently and reward quality. Providing a market for 

second grade produce and balancing production risks between you 

and the farmers will help you to become a preferred buyer. 
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 Link input credit with other services to motivate pay-back. Gain trust by 

delivering what you promise or even going beyond that. Chain 

coordination may also help to reduce the risks of side selling. 

 Understand which vested interests may feel threatened or obstructed 

by you, and try to find ways to improve your relations with them. Be 

cautious when making use of partners, informants or NGO’s. 

 Check if and how you may have to comply with national legislation. In 

Kenya, for example, there is a Code of Conduct for parties entering 

into contract farming arrangements for horticultural produce, the 

Kenyan Horticultural Crop Development Authority: 

www.agricultureauthority.go.ke 
 

3. Sharing the success of a Kenyan AAA member 

 

Hillside Green Growers and Exporters from Kenya shares its experiences as an 

exporter of high quality fresh fruits and vegetables. The firm grows its own 

produce and furthermore counts on contracts with other large scale farmers 

and growers, smallholders organized in farmers groups, and a number of 

other brokers, agents and suppliers.  

 

Eunice Mwongera explains how Hillside Green Growers and Exporters sources 

from different suppliers and creates mutually beneficial agreements. Not only 

does the company strive to provide crucial services to their farmers, it also has 

created positive external relationships and works together with multiple 

relevant organizations and institutions. Hillside  identified six  ways to  either  

prevent  or  deal  with  breaches  of agreements. 

 

Find the full case study at the AAA Resource Centre: http://www.aa-

academy.org/resource/case-study-hillside-green-growers-and-exporters   
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