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Contracting agricultural production
The town of Melka Awash is located in Ethiopia’s Oromia region, on the 
banks of the Awash River about 50 km south of Addis Ababa. Since 2005, 
the Melka Awash farmers have been organized in a cooperative union that 
now has more than 30,000 members who produce wheat, malt barley, teff 
and chickpea on individual plots averaging 2 to 3 hectares. In 2012, British 
beer producer Diageo plc acquired Ethiopia-based Meta Abo Breweries 
and decided to source its raw materials locally. Diageo-Meta signed pro-
duction contracts with members of the Melka Awash Cooperative Union 
to procure 1,000 metric tons of malt barley. Using the seeds and fertilizers 
provided by Diageo-Meta, the farmers of Melka Awash now have a secure 
output for their malt barley production, and the brewer can count on a 
reliable supply of raw materials.
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What the contracting agricultural 
production data focus on

The contracting agricultural production data 
-

1. Regulatory framework for contract 
farming. 
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whether or not there is ad hoc legislation 
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laws and regulations establish registra-
-

tracting parties or for the contract itself.

4. Dispute resolution mechanisms. These 
data establish whether there is a spe-

-

proceedings.

What the initial pilot results show

-

-

Ad hoc contract farming laws are found 
in only 2 countries—Morocco and Spain

Countries tend to take 2 different approaches 
-

the legislation was drafted. Ad hoc laws sug-

obligations signals a perception that broader 

-

in these countries. Morocco has a new law on 

a contract.10 The Law of 2012 is a pillar of the 
Plan Maroc Vert (Green Morocco Plan)

parties and one aggregator for the produc-
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FIGURE 9.1:

Countries without a law on
contract farming

Countries with a law on
contract farming

Ethiopia Guatemala

Philippines Rwanda

Mozambique Nepal

Uganda Ukraine

Morocco Spain 2

8

Source: Enabling the Business of Agriculture database.



86 ENABLING THE BUSINESS OF AGRICULTURE  |  2015

2013.14

production contracts. The Law of 2000 focuses 

and production contracts in a designated sector. 

standard contracts.

-

-

-

engaging in contractual relationships. In 4 

the Contracts Act of 2010 are the principal 

and the Contract Act.

-

 In other 

-

for the production of crops.

Different regulatory solutions exist 
for specifying product quality, price 
determination, payment and delivery in 
contracts

parties or third parties outside the contract.
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-

-

TABLE 9.1:

Country

Default or mandatory rule exists for

the product’s Price 
determination Payment time 

Payment 
place Delivery date 

Delivery 
location

Ethiopia

Guatemala

Morocco

  

Nepal   

Philippines
 

Rwanda  

Spain

Uganda    

Ukraine
 

 

Source: Enabling the Business of Agriculture database.
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of Goods Act.

-

place where the goods were located when 

Few countries require contract 
registration

-
tract or the parties to a contract create addition-
al procedures along with associated costs and 

-

-
tractors to register with the Regional Directorate 

entering into agricultural production contracts. 
-

dard contracts. Once a standard contract is 

contracts can be registered with the registrar of 

contract farming dispute mechanisms 

-

-

can also guarantee balanced representation 
-

or restore the business relationship.

-

-

-
bitration or court proceedings can take place. 

-
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the General Directorate of Nutrition with the 

contract for the larger sector.17

-

-

Next steps

This chapter presented the initial results of a pilot 

BOX 9.1: Approval of a standard contract in Spain

-
a

b -

c

d

e  

f

Source:
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1. -
-
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production contract.

2. 

-

-
ods. While 2 case scenarios were test-

and additional case scenarios will help 

BOX 9.2: Mandatory mediation in Morocco
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Source:

b. Ibid.
c. Ibid.
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Notes

2 Setboonsarng 2008.

4 Eaton and Shepherd 2001.

7 Ibid.
8 Ibid.

aggregation. 

agri-food contracts. 


