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Abstract

This paper explores the role of contract farming arrange-

ments in agricultural intensification in sub-Saharan Africa,

combining secondary literature and original case material

from Mozambique. The paper extends the scope of “con-
tract farming” beyond the formal contracts between large

companies and small-scale producers to include less formal

credit agreements between farmers and traders. It argues

that such informal contract arrangements are evidence of

farmers' agency in “real markets.” In the studied cases,

farmers use contract farming opportunities to intensify agri-

cultural production by investing in irrigation and inputs.

While informal contracts typically concern locally consumed

crops, thus with more possibilities for side selling than for-

mal contracts for export crops with company-controlled

markets, informal contract compliance reflects closely knit

social ties between the contracting parties. In both formal

and informal contracts, purchasers tend to seek out pro-

ducers who are already irrigating, thus obtaining gains from

farmers' earlier investments. This also implies contract farm-

ing as a mechanism for accelerating social differentiation

arising from unequal access to irrigation. The paper argues

that the significance of informal contracts in the studied

cases raises the possibility that informal contract farming by

local traders plays a more important role in agrarian
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transformation in Africa than formal contract farming by

large companies.

K E YWORD S

Africa, contract farming, irrigation, farmer-led irrigation
development, Mozambique

1 | INTRODUCTION

This article focuses on the role of informal contracts between traders and small-scale farmers and argues that

these are potentially more influential for agricultural intensification than formal contract farming with large

companies. The paper draws on empirical evidence of informal contract farming associated with processes of

farmer-led irrigation development.1 Our work on this form of contract farming emanates from original research

on farmer-led irrigation development, a process of agricultural intensification taking place across the continent,

largely unnoticed by state and development agencies (De Bont & Veldwisch, 2020; Veldwisch et al., 2019;

Woodhouse et al., 2017).

Though the extent of irrigated area developed by African farmers is not precisely known and in most countries

not documented, there is ample evidence that, in aggregate, these areas may be very large and in many countries a

multiple of the officially recognized irrigated area (Beekman et al., 2014; Cai et al., 2017; Venot et al., 2021). There is

a growing awareness that farmer-led irrigation development in Africa is an important transformational process that

has been taking place in a variety of contexts across the continent, leading to increased production of both staples

and vegetables to supply growing urban markets (Izzi et al., 2021; Lankford & Wiggins, 2019; Veldwisch et al., 2019;

Woodhouse et al., 2017). Almost by definition, this is also an exercise of agricultural intensification. Irrigating farmers

make relatively high use of external inputs (seeds, fertilizers, pesticides, labour, and mechanization) to raise output

primarily for sale in high-value urban markets (De Bont, Liebrand, et al., 2019). Market relations are varied and have

different degrees of formalization, with informal trader networks as the most common intermediary. Such informal

agreements with local traders may run in parallel with formal contracts with agro-export companies, but both serve

as a mechanism to finance seasonal investment, which is a frequent requirement of crop growers in light of the

increased use of external inputs. There are strong parallels between the ways in which farmers' agency operates in

developing irrigated agriculture and in how it operates in developing and managing market relations. Moreover, both

farmers' irrigation initiatives and informal contract farming have gone largely unrecognized for their rural develop-

ment impact.

In this paper, we first set out to explore how contract farming has been defined and studied, linking it to the

study of “real markets” and farmers' engagement with specific market mechanisms. We do this by drawing on pri-

mary case study research that illustrates the role of contract farming—both formal and informal—in agricultural inten-

sification based on a combination of direct observations and in-depth interviews followed by a household survey.

Our case studies compare two neighbouring communities in central Mozambique in which farmer-led irrigation

development and contract farming arrangements have gone hand-in-hand. In many respects, such as hydrology,

agronomic potential, markets, and migration, the two sites are similar, but they have experienced distinct trajectories

of agrarian change. In particular, in one case, informal arrangements with local traders are most important while, in

the other, formal contracts with an agro-export company predominate. In the paper, we trace the roots of these dif-

ferences and assess their significance for processes of technological and socio-economic change. In doing this, we

1Sometimes, this is shortened to “FLID.” In this paper, we eschew the acronym, following Billig (2013), who identified the excessive use of acronyms as one

of the mechanisms through which human agency may be concealed. Rather than referring to FLID, we prefer to emphasize that farmers are leading the

development of irrigated agriculture.
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link the analysis of contract farming arrangements and trajectories of agrarian change to actually existing processes

of agricultural intensification

2 | CONTRACT FARMING AND REAL MARKETS

In Critical Agrarian Studies, contract farming has recently been associated with contestation of land acquisition for

agri-business ventures—the “global land grab” phenomenon. Amid international political controversy, companies

were seen to move away from a single focus on acquiring land to farm directly to seeking control over agricultural

production on land held by smallholder farmers (cf. Peluso & Lund, 2011). Together with a suit of other arrange-

ments, contract farming is then seen as a means of avoiding the creation of enclosures while still achieving control

over the use of land, water, and labour for agricultural production (Hall, 2011; Hall et al., 2015; Hall et al., 2017;

Veldwisch, 2015; White et al., 2012). Although widely promoted by development agencies as a “win-win” “inclusive
business model” from which smallholders can benefit (access to inputs, technology, and markets) while contributing

to global food security (see, for instance, Vermeulen & Cotula, 2010), critics have argued that a political economy

perspective reveals “smallholders serving corporate markets at the expense of local food security” and a risk of

increasing socio-economic differentiation (McMichael, 2013, p. 671). This is an extension of the classic analysis by

Little and Watts (1994), who already identified contract farming arrangements as potentially being a “disguised wage

relationship” with smallholders reduced to labourers on their own land, while also bearing the risks of crop failure,

indebtedness, and adverse power relations of market monopsony. In this paper, we seek to illuminate the role of

contracts in advancing credit for farming intensification and its potential impact on agrarian change. In this, we draw

on Bernstein and Oya's (2014) arguments for critical analysis of “real markets” in the livelihoods of small-scale

farmers.

There is a wide diversity of arrangements referred to as “contract farming.” In his review, Oya (2012) observes

that Little and Watt's (1994, p. 9) definition is very comprehensive: “forms of vertical coordination between growers

and buyers-processors that directly shape production decisions through contractually specifying market obligations

(by volume, value, quality, and, at times, advanced price determination); provide specific inputs; and exercise some

control at the point of production (i.e. a division of management functions between contractor and contractee).”
Moreover, he notes that the definition cannot easily exclude contracts where “control at the point of production”
may be subtle and indirect. He goes on to point out that, while the recent focus of contract farming studies has been

on private-sector agri-business contracts with small-scale “outgrowers” around “core estates” (managed directly by

agri-business) or supplying agricultural processing and trading corporations, the definition above might also apply to

state or parastatal marketing boards' arrangements in the 1960s and 1970s. In this paper, we argue that the

definition might also substantively be applied to less formal agreements between local traders who provide their

small-scale suppliers (farmers) with seasonal credit to purchase inputs such as agrochemicals in return for rights to

purchase the crop. We feel this is important because farmers do not necessarily recognize such informal

arrangements as “contracts” although they perform much the same function as more formal contracts with large

corporations.

The challenges that African farmers face to finance their seasonal investments get timely access to agricultural

inputs and then to turn their produce into economic value have long been recognized and have intensified since “lib-
eralization” of markets in the 1980s (Poulton et al., 1998). In this regard, contract farming is consistent with an insti-

tutional economics view that emphasizes its function in addressing a variety of “market failures,” for instance, by

providing seasonal credit, access to inputs, and guaranteed output markets (Abebe et al., 2013). Indeed, Poulton

et al. (1998) identified contract farming as one of a number of ways to create “interlocking contracts” (to provide

inputs in return to rights to purchase outputs) they considered a key requirement to expand smallholder cash

cropping. However, they regarded these as relevant only to “traditional” export-focused crops, such as tobacco, cot-

ton, or cashew, but not to food crops that rarely used agrochemical inputs. This has substantially changed in the past
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two decades as accelerating African urbanization has turned many food crops, especially high value fruit and vegeta-

bles and higher yielding staples such as rice, into cash crops. This has created incentives to intensification, particu-

larly through irrigation and agrochemical inputs.

These changing market dynamics for small-scale farmers in Africa suggest a need to re-visit relationships

between technical and social change. In particular, it suggests a need to study “real markets” from the perspective of

“farmers actively mak[ing] and act[ing] on choices in their evolving context” (Vorley et al., 2012, p. 63). In these real

markets, small farmers mainly sell to local traders, often within broader social relations of trust and mutual benefit,

sometimes through informal agreements or contracts that have similarities to the contract farming schemes of corpo-

rations. In this paper, we draw on evidence that such (informal) contracts between traders and farmers have played a

role in financing (seasonal) investments in agricultural production inputs by small-scale irrigators in exchange for a

sole-buyer agreement. This raises the possibility that traders' credit may be a significant source of working capital for

agricultural intensification. In the rest of the paper, we first review the market-driven nature of farmer-led irrigation

development, as a particular form of agricultural intensification, and then introduce the two case studies and their

contract farming aspects. We conclude by discussing the implications of informal traders' credit and purchase agree-

ments for the theorization of contract farming within processes of agrarian transformation.

3 | MARKET ARRANGEMENTS AND FARMERS' IRRIGATION INITIATIVES

In the growing literature documenting farmer-led development of irrigated agriculture, the analysis of market rela-

tions takes a prominent place, as demonstrated and discussed in this section. A survey of 18 sites of farmer-led irri-

gation development in Mozambique and Tanzania found irrigating farmers selling, on average, 13 and 5 times more

crops (by value) respectively than non-irrigating neighbours (De Bont, Liebrand, et al., 2019). In the same survey, irri-

gated crops were reported as providing at least half of their total household income by no fewer than 67% and 83%

of irrigators at sites in Mozambique and Tanzania, respectively. These processes are linked to demand from growing

urban markets and involve a considerable and recurrent investment in irrigation technology, labour, agricultural

inputs, and expansion of irrigated area (De Bont, Liebrand, et al., 2019). The nature of the market relations varies

from case to case. Many documented cases have a clearly dominant crop, such as potatoes, tomatoes, or onions,

though there are also cases with more variety. The crops and their diversities have an influence on the organization

of marketing and the dynamics of demand and supply in relation to seasonal weather and water availability.

In the majority of reported cases of farmer-led irrigation development, small-scale farmers primarily produce

vegetables for nearby urban markets (e.g., De Bont, Komakech, & Veldwisch, 2019; Gross & Jaubert, 2019;

Harrison & Mdee, 2017; Hebinck et al., 2019; Scoones et al., 2019). However, some crops are traded over larger dis-

tances, including export across international frontiers through informal networks. This is the case in the extensive

mountain stream irrigation systems of Tsangano, in Northern Mozambique, that are somewhat isolated from the rest

of that country but are linked via informal trade to an international trade route along the Malawi border. This makes

it possible for farmers to get cash for their potatoes, which travel onwards from Malawi, as far as Tanzania (Nkoka

et al., 2014). Similarly, onions irrigated from boreholes in the Kahe area in Northern Tanzania are grown for sale in

Kenya (De Bont, Komakech, & Veldwisch, 2019).

While mostly ignored by states and development organizations, these developments have been noticed by

traders, supermarkets, and agricultural corporations, and they have started engaging with farmers. Scoones

et al. (2019) report that local supermarkets in Zimbabwe source their agricultural produce through contracts with irri-

gating smallholders. Small-scale producers with access to irrigation are capable of reliable output, and agro-export

companies that source their produce from smallholder “outgrower” communities have also recognized this advan-

tage of working with farmers that irrigate. Some contract farming schemes have particularly sought to engage

farmers that have started irrigating by themselves. For instance, this is reported for sugar and citrus in Zimbabwe

(Scoones et al., 2019) and is also common for French beans grown for export from Kenya (Thotoli et al., 2019). Such
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contract-farming schemes effectively lead to agro-export companies gaining control over prime irrigated areas and

their production processes. This has parallels to the analysis that many companies securing land deals in sub-Saharan

Africa in the “land grab” following the 2008 food crises were not looking at “empty land,” but rather for prime land

with good access to water (Mehta et al., 2012; Woodhouse, 2012). Of course, it is not only irrigated crops that are

mediated by trading networks with more or less formal contracts linking credit advances to monopsony rights. A

question to which we shall return below is whether market-related contracts associated with farmer-led irrigation

development are characterized by particular power relations and outcomes. We now turn to consider our case stud-

ies from central Mozambique.

4 | IRRIGATION FROM MOUNTAIN STREAMS IN CENTRAL
MOZAMBIQUE

We consider contract farming in two neighbouring areas of small-scale farmer-led irrigation development in central

Mozambique. The empirical data were generated as part of a broader comparative study2 of farmers' irrigation initia-

tives at 18 sites in Tanzania and Mozambique. We draw on interviews with irrigators and other key informants

undertaken in 2015–2017 to trace the trajectory of irrigation development in both areas from the colonial period,

through a series of major upheavals following independence, insurgency, and depopulation, and a more recent phase

of post-war resettlement over the past 25 years. At each site, a qualitative analysis of organizational and institutional

aspects was complemented by a survey of farming methods and outputs of irrigating and non-irrigating households.

We start by sketching the geographical and historical contexts.

The hills of Manica Province, in central Mozambique, are well located for the development of commercial agri-

culture. They are traversed by the main road linking Harare (Zimbabwe) with the port of Beira on the Mozambique

coast, and they experience levels of rainfall (average annual 1100 mm) regarded as favourable for agriculture. Under

Portuguese colonial administration, the area was an important site of settlement for European farmers and for com-

mercial production of maize, high-value fruit and vegetable crops, cattle, and intensive poultry. Following the inde-

pendence of Mozambique in 1975, the majority of Portuguese settlers left, abandoning their farms. This country-

wide phenomenon and the associated drop in agricultural production were intensified along the “Beira corridor” as

the new Mozambican government implemented UN trade sanctions against UDI Rhodesia,3 by closing the frontier to

freight traffic.

The government sought to maintain production on farms abandoned by settlers, either by using foreign invest-

ment to equip and manage them as state-operated mechanized farms or by promoting their occupation by local

small-scale producers organized into cooperatives. However, agricultural production remained depressed by the

insecurity associated with the intensifying conflict up to Zimbabwean independence in 1980 and then by insurgency

and armed conflict that depopulated the area and severely disrupted the economy for most of the decade 1982–

1992. An end to armed conflict in 1992 set in train a process of political and economic liberalization associated with

a rapid repopulation of central Mozambique. Census data show the Manica Province population increased by a mil-

lion people from 1997 to reach 1.91 million in 2017. The rural Manica hills accounted for a third of this rise,

outstripping even the rapid growth of the Provincial capital, Chimoio. Much of this population growth appears due

to migration of people from other parts of Mozambique, but part has also resulted from immigration from

Zimbabwe, including farmworkers of Mozambican origin, following the “fast track” land reforms in Zimbabwe during

2000–2002 (Bolding & Piloto, 2013).

2safi-research.org
3The European settlers in the colony of southern Rhodesia unilaterally declared independence (UDI) from the United Kingdom in 1965 in order to block

black majority rule that would have followed the planned end of British colonial administration. The UDI state was declared illegal and was the subject of

UN trade sanctions until its replacement by democratic elections and the creation of the republic of Zimbabwe in 1980.
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Although some irrigation structures, notably small dams and canals, were constructed by individual Portuguese

settlers, over the past decade, researchers working in the Manica hills have documented irrigation extending over

tens of thousands of hectares and increasing between 3% and 4% per year (Beekman et al., 2014; Bolding

et al., 2010). Much of this irrigation follows a pattern widely used in East Africa, termed “hill furrows” (Adams &

Anderson, 1988). Small-scale farmers use their own resources to construct weirs in streams to divert water into

hand-dug earth canals to transport it to their fields, sometimes over several kilometres. In this paper, we examine

two irrigated areas that we shall term “Vanduzi” and “Messica” that lie on opposite sides of a mountain known

locally, and variously, as Messica or Nhaumbwe to the north of the administrative centre (posto administrativo) of

Bandula in the upper catchment of the Revué river, itself part of the Búzi river basin (see Figures 1 and 2).

In the area of our study, agriculture has three growing seasons. A wet season (December–March) is the focus of

rainfed cultivation of the staple maize crop. A dry and cool “winter” season (April–July) is the main period for horti-

cultural production. A dry and hot “summer” season (August–November) is most susceptible to water shortage, but

presents opportunities due to high market prices for horticultural crops. The primary source of irrigation is water in

perennial streams originating on the slopes of the Messica/Nhaumbwe mountain. These have fairly stable base flows

due to contributions from groundwater, particularly in their lower reaches (Weemstra et al., 2014), allowing between

1 and 10 L/s to be diverted into earthen irrigation canals, but these may dry up towards the end of the “summer.”
The Vanduzi case study is located in the locality (povoaç~ao) of Belas, in which seven rivers flowing down the

mountain are all considered permanent but with reduced flows during the dry season. In this area, abandoned settler

farms were run as state farms 1976–1982. Although the state farms were closed during armed conflict in 1982–

1992, and the land subsequently farmed by small-scale farmers (sometimes in competition with larger scale private

land claimants), the previous state management of the land appears to have left expectations of further formal inter-

ventions by both state and non-state agencies. This led to a series of efforts to rehabilitate and further develop irri-

gation by small-scale farmers, most recently through the World Bank-funded PROIRRI project. In addition to physical

infrastructure, interventions have focused on establishment of formal farmers' irrigation associations including

through vesting of formal rights to land (DUAT), as well as water, in these associations. It was perhaps logical, there-

fore, that the area has also been the main focus of corporate contract farming activity.

F IGURE 1 Central Mozambique
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In the Messica case study area, just on the other side of the mountain range, six small streams flowing from the

mountain are used for irrigation. In contrast to the situation in Vanduzi, in Messica, colonial farms abandoned at inde-

pendence were designated as “cooperatives,” with a strong degree of self-organization allowed. As in Vanduzi, the

progress of post-colonial agriculture was interrupted by a decade of insecurity and depopulation. Since the end of

the war, as in Vanduzi, land has been claimed and occupied by small-scale farmers, sometimes in competition with

larger scale operators, but, in contrast to Vanduzi, very little external intervention has taken place. As a consequence,

the approximately 53 canals developed by people of the communities of Ruaca and Chirodzo remained relatively

unregulated by government agencies and experienced a much “lighter touch” intervention by the Dutch-funded

MIPP project seeking to increase the benefits from irrigated agriculture (Beekman & Veldwisch, 2016).

These differences in development histories have led in the Vanduzi case to greater investment in infrastructure

and equipment but also greater formalization of farmers' associations, while in the Messica case, very little external

intervention has taken place, and irrigation development is relatively unregulated. As we show in the next section,

the two cases have distinctly different market relations broadly and different contract farming arrangements in

particular.

5 | FORMAL AND INFORMAL CONTRACT FARMING ARRANGEMENTS IN
MESSICA AND VANDUZI

The descriptive statistics in Tables 1 and 2 are derived from a questionnaire survey undertaken in 2017 with irrigat-

ing and non-irrigating households. The sample was randomly selected in each area, with the condition that at least

50 non-irrigating households should be included. This means that the sample is not representative of the proportions

of irrigating and non-irrigating households in each area, but it is representative of different types of farmers within

“irrigating” and “non-irrigating” categories. The data are disaggregated into six clusters (using SPSS two step cluster

analysis) defined by five variables: use of irrigation (yes/no); gender of head of household; and household ownership

of three different asset value classes (high, medium, and low). The clusters produced by this procedure were as

follows:

F IGURE 2 Map of the two case study areas: Messica and Vanduzi
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1. Owners of high-value assets (not all of whom use irrigation) [HiValAssets]

2. Irrigators with high asset ownership scores [Irr_rich]

3. Irrigators with low asset ownership scores [Irr_poor]

4. Female-headed households that irrigate [FHH_irr}

5. Male-headed non-irrigating households [non_irr]

6. Female-headed non-irrigating households [FHH_no_irr]

Landholdings are larger in Messica than in Vanduzi, particularly among the wealthier households, whose total land-

holdings in Messica, averaging 7 ha per household, are about double those in Vanduzi. The difference in landholdings

between the wealthiest and poorest is also more marked in Messica than in Vanduzi. In general, the poorest groups

(non-irrigators and female-headed households) average from 2.5 to 3 ha in both places. Household size, in terms of

total members and numbers of working-age adults follow similar patterns as landholdings—that is, they tend to show

human resources are larger for households with larger landholdings.

Those households that are irrigating have larger landholding than those that are not, with the exception of a

small number of households (5 in Messica and 1 in Vanduzi) with high value assets (e.g., vehicles and motorized

equipment) and large landholdings but who do not irrigate. Irrigating households' apply water on average to between

a third and two thirds of their total landholdings. Land purchases accounted for more than a fifth of irrigated land in

Messica and a sixth in Vanduzi. Land purchases appear particularly important among irrigating households who are

less asset-rich, suggesting a group with smaller landholdings who are seeking to expand. Renting-in of irrigated land

accounts for smaller areas than land purchase. Although formal land titles are held by some farmers' associations,

TABLE 2 Crop marketing by households (mean values by cluster)

N

Percent
of total

crop
harvest
(value)
sold

Percent
of
irrigated

crop
harvest
(value)
sold

Gross annual
income

(USD) from
crop sales
per
household

Net
income

(USD per
ha of
irrigated
crops

Households using

irrigation earning at
least half of total
income from
irrigated crops (%)

% of

households
growing
crops on
contract

Messica 245 40.1 43.0 716.4 197.5 84.2 8.6

HiValAssets 17 47.9 55.5 1231.5 316.1 100.0a 5.9

Irr_rich 68 59.4 75.2 1631.4 369.4 85.3 19.1

Irr_poor 61 49.3 61.8 519.8 264.3 82.0 4.9

FHH_irr 11 51.6 63.2 715.8 159.8 72.7 9.1

non_irr 72 18.7 55.8 4.2

FHH_no_ir 16 2.8 2.2 0.0

Vanduzi 159 45.6 53.5 587.7 173.3 88.7 33.3

HiValAssets 11 43.6 64.4 1817.2 538.8 90.0b 18.2

Irr_rich 57 70.1 83.6 768.6 213.9 94.7 59.6

Irr_poor 28 61.7 75.7 844.0 316.7 78.6 35.7

FHH_irr 11 68.8 83.2 441.2 51.2 81.8 63.6

non_irr 36 5.8 21.8 0.0

FHH_no_ir 16 4.9 23.0 0.0

a29% of the households in this cluster are not irrigating.
b10% of the households in this cluster are not irrigating.
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particularly in Vanduzi (see below), the great majority of land rental and purchase arrangements do not involve for-

mal titles and are conducted under local conventions that may involve written agreements and approval by local cus-

tomary authorities.

The dramatic impact of irrigation on income from crop production is evident in Table 2, with upwards of two-

thirds of the value of irrigated production being realized through sales. Lower rates of marketed output are apparent

among the households with high value assets, indicating less intensity of market orientation than the other groups of

irrigating households. However, more than 70% of irrigating households stated that the income from irrigated crops

provides at least half of their total income. There are large disparities in value of gross sales that reflect differences

in the size of landholdings among irrigating groups. Differences are less marked when comparing net income per

hectare, except for female-headed households, who average markedly lower returns per hectare. Overall, however,

the disparity in landholdings, use of hired labour, and income from irrigated crops for those able to irrigate suggests

that farmers' own irrigation initiatives can provide the basis for a growing socio-economic differentiation in these

rural communities. We now turn to the specific aspects of contract farming in the two areas.

Survey respondents were asked where they sold each crop that they grew. Sales of crops on contract were

recorded for 6% (7/117) of the tomato crops in Messica, and for small numbers of other crops, including sesame

(3/5 crops) and cabbage (1/19) in Messica, and cabbage (1/41), potatoes (1/2), and sunflower (1/5) in Vanduzi. How-

ever, the vast majority of the crops grown on contract are those whose sole buyer is a foreign-owned agri-business,

the Companhia de Vanduzi. These are “baby corn” maize, chilli peppers, and green beans destined for export. The

much greater scale of contract farming in Vanduzi is evident in the survey data (Table 2). Baby corn was recorded as

grown for sale on contract in 71 instances in Vanduzi, compared with only eight in Messica. Similarly, 29 crops of

chilli peppers were recorded as grown on contract in Vanduzi compared with 10 in Messica. However, Companhia

de Vanduzi was not involved in contracts for other crops, notably tomatoes and cabbages, that are subject to less

formal contract farming arrangements between growers and traders. We now consider these two types of contract

farming—informal and formal—in more detail. The significance of contract farming may be under-reported in these

survey data, as qualitative data indicates that growing crops on contract to local traders, in return for credit and

assistance to acquire inputs such as seed and fertilizer, is a central feature of irrigation development by small-scale

farmers in the area.

5.1 | Informal contract farming: multi-faceted agreements with local traders

Although less visible in our survey data, our observations and in-depth interviews suggested that the formal con-

tracts with the Companhia de Vanduzi have somewhat obscured a much earlier practice of crops grown under con-

tracts with local traders. In the Messica area, the expansion of irrigated tomato production since 2007 has been

promoted by contracts between growers and private traders operating from the main vegetable market in Chimoio.

Traders provided inputs to the farmer (on credit) in exchange for the right to buy their whole tomato crop. The

dynamics and commercial incentives behind these tomato contracts between traders and growers in Messica have

been described by Van den Pol (2012). He highlights the extreme variation in price of tomatoes in urban markets in

central Mozambique and the incentive this provides to traders to secure access to high quality crops (grown with

agrochemical inputs) during the off-season when prices are highest. He also documents the key role played by a

small number of women traders in the central market of the provincial capital, Chimoio, in organizing and financing

the production and logistics of the tomato crop in Messica. The development of this market has prompted individual

irrigators to adopt different production and marketing strategies. Van den Pol (2012) identified how some farmers in

Messica grow tomatoes extensively, mixed with other crops, and carry or bicycle small quantities to the roadside to

sell directly to consumers. In contrast, others from the same community aim for high quality tomato production dur-

ing the rainy season, which requires spraying frequently with fungicides, targeting a lucrative off-season market via

transport to a nearby city. The same study identified another three distinct strategies of production and marketing of
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tomatoes in the same area, all making use of similar forms of irrigation. Informal agreements with traders in this area

resemble corporate contract farming schemes in the sense that they finance inputs in exchange for the right to buy

the produce at harvest time. Such agreements are not written down and are highly based on trust. Most traders from

the nearby city provided such arrangements for tomato farmers. Farmers, in return, referred to those traders as “spe-
cial customers.” Over the period of a decade, farmers increasingly specialized in tomatoes and adapted their tomato

varieties in coordination with traders they treated as their fixed customers. The high demand for tomatoes, particu-

larly tomatoes of high quality, prompted traders to take initiatives to finance agricultural inputs such as seeds, fertil-

izers, and pesticides and sometimes also to deliver these to farmers. Farmers also maintain contacts with traders

over mobile phones and sometimes ask them to bring from town things other than agricultural inputs, such as fish or

cement.

Interviews in Vanduzi also revealed informal contract farming in a vibrant local and regional market for fresh

vegetables. In Vanduzi, the primary subject for such contracts is cabbage (repolho), purchased from producers for

MT15/cabbage and sold in Chimoio or Beira for MT 20–25/cabbage in the main season (May–November), but up to

MT45/cabbage in the hot season (December–April) when growing conditions are more difficult. Traders advance

credit typically of about MT3000 (USD50), which they subtract from payment at harvest. In some cases much larger

advances (MT50,000 or USD833) have been reported, to produce crops worth MT260,000 (USD4300).

Cabbage traders range in scale. The largest, with their own trucks, buy about 3500 cabbages a week and supply

not only regional wholesale markets, such as Maquinina in Beira and Mercado 38 in Chimoio, but also Machipanda

and Zimbabwe. Smaller traders buy around 500–1500 cabbages a week and hire trucks to transport to the urban

wholesale markets. The smallest retail traders usually purchase smaller/lower quality produce (MT 2–5/cabbage) by

the sackload (40–80 cabbages per sack) for sale (at MT5–10/cabbage) in local retail markets, such as Vanduzi and

Messica. Traders harvest the cabbages themselves to check on quality, with the wholesalers having first choice and

the retail traders taking what is left.

5.2 | Formal contract farming: the Companhia de Vanduzi

The Companhia de Vanduzi has operated in the area since 2004, when it established a “core estate” (under direct

company management) with a total area of 1500 ha in Catandica and Chitundu for the production of fresh vegeta-

bles (green beans, “baby corn,” and chilli peppers) for export to the United Kingdom.4 In addition to the company's

own production from this core estate, it sought to expand production by contract farming with local small-scale

growers, beginning with those in farmers' associations in Vanduzi. In 2017, the company was working with five

farmers' associations in Vanduzi, producing on 225 irrigated hectares. In 2014, the scheme was extended to farmers'

associations in Messica.

Contracts involve supply of inputs and technical advice for units of 0.2 ha of maize/baby corn, or 0.1 ha of green

beans or chillis. Prices are set in advance (MT5/kg for baby corn, MT14/kg for green beans and MT 20–25 for chillis),

and input costs are deducted before payment for the harvest. Contracts are available only to members of associa-

tions who have permanent access to irrigation. Although similar to the local traders' tomato contracts (supply of

inputs on credit in return for exclusive right to purchase the harvest), these contracts are more formal: Individual pro-

ducers had to be registered as members of a farmers' association and contracts had to be witnessed by association

leaders.

The contract farming arrangements for export crops introduced by the Companhia de Vanduzi imposed a greater

degree of formality to agricultural production with explicit requirements of farmers having access to irrigation. How-

ever, the relationship between the company and its contract farmers was not an easy one. In Messica, producers

4The Companhia de Vanduzi started as a sister company to Moçfer Indústrias Alimentares (MIA), which operated a contract farming scheme on paddy rice

in Ch�okwè Irrigation System, Southern Mozambique, as analysed in Veldwisch (2015).
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complained they did not receive copies of contracts, prices were low, and baby corn and chilli pepper crops were fre-

quently rejected on grounds of inadequate quality while the company prohibited their sale to alternative buyers.

Moreover, farmers accused company staff of not making their concerns known to the company managers. Some

farmers continued to produce tomatoes on a small scale to spread their risk, maintaining that tomatoes have a higher

profit compared with chilli peppers and baby corn, but the latter have a more guaranteed market.

It is important to note that besides the crops promoted via formal contracts, small-scale irrigators grow a wide

variety of crops for local markets, including tomatoes and onion, cassava, banana, beans (Phaseolus vulgaris), and

sweet potato. This has resulted in a highly intensive use of irrigated land, which, in some instances, is cropped at

least twice and sometimes three times per year. Typically, a maize crop grown in the rainy season is followed by a

commercial cabbage crop in the dry season. Alternatively, a series of two or three short-season contract crops such

as baby corn (3 months) or green beans (2 months) may be grown during the course of a dry season (April–

November).

In 2017, the Companhia de Vanduzi withdrew from contracts with farmers in Messica and focused on its own

core estate production and contracts with outgrowers in Vanduzi District. This consolidated the much greater inte-

gration of Vanduzi into the export-oriented contract farming system and parallels the greater levels of official inter-

vention and investment in formalizing irrigation infrastructure and institutions. However, those irrigating groups in

which contract farming (overwhelmingly concerned with export crops baby corn and chilli peppers) was more fre-

quent (Table 2) do not seem to have secured higher returns per hectare compared with those with less involvement.

This tends to corroborate the reservations expressed by farmers in interviews about contracts for producing these

crops. Finally, Companhia de Vanduzi was sold in March 2018 to a Zimbabwean financial corporation, Takura Capital.

This raises questions about possible changes in policy and potential implications for contract farming focused on

crops for export, rather than for local/regional urban food markets.

6 | FORMAL AND INFORMAL CONTRACTS IN AGRARIAN
TRANSFORMATION

We readily acknowledge that the empirical study on which we draw for this paper was not designed to study con-

tract farming, but rather to investigate the processes at work among farmers investing labour and capital in develop-

ing irrigated agriculture to take advantage of new market opportunities. However, the occurrence of contract

farming, not only in its more conventionally recognized formal “agri-business” manifestation, but also in a parallel

informal activity, prompts three areas for discussion. First, it raises the question that such contracts may provide an

important mechanism for financing farmers' own investment efforts. Second, it offers an opportunity to consider

whether formal or informal variants of contract farming offer advantages relative to the other. Finally, it provides an

opportunity to (re)consider the significance of contract farming in processes of agrarian transformation more widely.

We consider each of these aspects in turn.

Contract farming does appear to be a critical source of funding to purchase agrochemical inputs and seeds

needed to realize the potential gains in crop value obtainable with irrigation. Even though many irrigators involved in

farmer-led irrigation development use very simple and low-cost irrigation technologies, like buckets, controlled drain-

age of wetlands and stream diversions, investment in irrigation almost by definition involves intensification and/or

expansion of cropped area. Even if investment costs for water management technology are relatively low, they are

invariably accompanied by cash investments for the cropping season, including for fertilizer, seeds, pesticides, mech-

anization, and/or labour. Small-scale farmers developing their own irrigation are largely dependent on informal net-

works, both for marketing their produce and for financing their production systems. For the latter, where they do

not have a source of off-farm income, farmers mainly make use of informal money borrowing systems such as group

saving schemes, rotating credit schemes, informal money lenders in the community, and so forth. A particularly

attractive arrangement for farmers is pre-financing of the cropping season by informal traders, on the promise that
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the crop will be purchased by the trader. Besides a solution for financing production costs, the output market is also

secured and the risk of fluctuating market prices is shared between producer and trader. Informal contract farming

may then become an important mechanism in financing farmer-led irrigation development and other forms of agricul-

tural intensification. It thus illustrates the agency of small-scale producers in “real markets” pursuing options for

improved productivity and increased incomes.

This reading of the function of contract farming is similar to that of Cole's study (this issue) of traders on the

Lao/Vietnam border. There, too, contract farming is seen as a relationship through which traders and producers take

advantage of new markets (maize for animal feed manufacture) arising from major shifts in food systems. It is impor-

tant to note that the more informal versions of contract farming are not always recognized as “contracts.” For exam-

ple the survey on which we draw for Tables 1 and 2 consistently returned very low numbers of responses indicating

crops grown under contract, particularly on sites in Tanzania. Yet interviews with irrigators produce quite a different

picture, of which this, from a rice grower in Rukwa—where no crops grown under contract were reported in the

household survey—is typical:

[Farmers] get loans to run their farm management from traders under the agreement on returning in

terms of crop harvest during harvesting time. However, the agreement on prices is always low com-

pared to the actual prices in [the] market at [...] harvesting time. For example, one farmer reported

that he got [a] loan under the agreement on 25,000Tsh per bag of rice instead of 40,000Tsh to

80,000Tsh per bag.

This highlights the importance of looking at the content of “real market” relationships beyond the more visible

engagement of larger scale corporate actors.

Informal contract farming offers parallels with the operation of “vernacular land markets” (Chimhowu &

Woodhouse, 2006). These perform many of the functions of conventional markets, such as allocating land to those

with greater resources with which to exploit it, as well as the attendant socially differentiated consequences, but

without recourse to statutory land titles. As with vernacular land markets, the contracts between farmers and traders

are market transactions secured by the social relations within which they are embedded. The terms of exchange in

such contracts thus reflect the disparities of power and consequent exploitation between those involved in the con-

tracts. This raises the question of whether such informal contract farming arrangements are as exploitative of small-

scale farmers as the more formal versions.

With regard to the possible advantages of either formal or informal contract farming arrangements, the pre-

liminary evidence from these case studies does not show clear advantages in terms of productivity or profitability

for producers taking informal contracts to grow tomatoes or more formal contracts to grow baby corn. All infor-

mal borrowing arrangements build on multifaceted relationships in a networked community and go beyond a

mere financial contract. Just as with formal contracts, these informal arrangements can be risky for farmers if

they do not achieve the projected harvest (in terms of quantity and/or quality), but for many farmers these rela-

tions are more accessible and easier to navigate than formal loans at finance institutions. It is important to recall,

however, that our case study data confirms contract farming tends to be concentrated among the wealthier

farmers using irrigation, who are actively sought by contracting traders. These informal contract farming arrange-

ments mainly concern crops that have a local market and are traded in large volumes. Farmers thus have ample

opportunity for side-selling, though this is of course balanced by the often multi-faceted relations with the

finance-providing traders.

It is important to note that both formal and informal contracts have the effect of leaving production risk firmly

on the shoulders of the producer, and this, indeed, appears to be a feature of producer-trader arrangements in other

contexts, such as those analysed in classic studies in India (Harriss, 1990). The critical importance of the balance of

power in determining the distribution of benefits from contract farming is a recurrent theme of other papers in this

issue (see Cohen, Vicol, and Pol; Shonhe and Scoones; White and Hanny). The (in)formality of contracts does not per
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se affect the balance of power between the parties involved, with local traders being no less capable of exploiting

small-scale farmers than corporate agri-business, as exemplified by Nigerian grain traders (Oguoma et al., 2010, cited

in Cole, this issue), and indeed rice traders referred to above by interviewees in our own research.

In the cases we investigated in central Mozambique, contract farming concerned perishable crops of vegetables

and this reduces the scope for traders and other market intermediaries to hoard stocks in order to maximize trading

margins. In this respect, the timing of purchase and sale may be equally critical to both producer and buyer. How-

ever, corporate contracting for vegetables for export offers fewer opportunities for side-selling as there is only a sin-

gle buyer and this significantly reduces the producers' relative power in the contract. In this sense the formal

contracts for export crops tend more to the classic labour relationship mapped by Little and Watts. Nonetheless, the

widespread use of informal farmer-trader contracts by small-scale irrigators suggests that the problematic nature of

such formal contracts should not obscure the importance of other forms of contract farming operated in “real mar-

kets.” This suggests that questions about the negative aspects of contract farming need to focus on particular types

of market structure (export via large corporate intermediaries exercising monopoly control), rather than on the princi-

ples of contracts per se.

Oya, in his 2012 review, suggests that the relatively limited reach of contract farming in the overall rural popula-

tion meant that its impact on agrarian change might be quite restricted, unless it accentuated other processes of

change already underway. It is therefore significant that both informal contract farming promoted by local traders

and formal contract farming by the Companhia de Vanduzi targeted local communities in which farmers had already

started irrigating. In the case of the Companhia de Vanduzi, farmers were recruited to grow export crops with the

promise of modern technologies and a secure market outlet. Most farmers only cropped a part of their irrigated area

in contract to the company while on the rest continued their existing mix of irrigated output for sale in local markets.

A similar pattern is observed also in the Kenyan cases of French bean production (Thotoli et al., 2019) and in the

supermarket contracts described for Zimbabwe farmers (Scoones et al., 2019). In each case, farmers' irrigation prac-

tices predated their contracts with the companies. Companies contracting producers seem to search for farmers that

have already started irrigating by themselves in order to benefit from their investments and access to irrigation,

which provides an important guarantee for a good harvest. Contract farming, be it formal or informal, may accentu-

ate the advantages of households with the means to develop irrigation and thus likely reinforces local processes of

socio-economic differentiation and accumulation of wealth.

7 | CONCLUSION

In this paper we have extended the scope of “contract farming” beyond the formal contracts between commercial

corporate entities and small-scale producers to include less formal credit agreements with traders. We think this is

justified because the latter illustrate that the proposed benefits of contract farming (access to markets, technology,

and credit) do appear to underpin the widespread use of traders' credit by small-scale irrigators. Following Poulton

et al. (1998), this places contract farming on a continuum of arrangements through which small-scale producers may

seek to gain access to inputs needed for intensification of production. They also accentuate, and possibly accelerate,

processes of socio-economic differentiation, as suggested by the preferential recruitment of those with their own

irrigation capacity. We recall the key question posed by Oya (2012) about the significance of contract farming to

wider processes of agrarian change in Africa. While leaving open the question, Oya observed that contract farming—

as pursued by agri-business companies—was not sufficiently extensive to act as a dominant force driving socio-

economic differentiation but it “may be contributing to processes of social differentiation and capitalist development

already under way, in conjunction with several other forces, specific to time and place” (2012, p. 28, italics in the

original). However, the possibility that informal contracts may be widespread between traders and farmers intensify-

ing production, as in the instances where farmers develop irrigation, suggests that the role of contract farming in

agrarian transformation in Africa is more widespread than previously thought. Informal contract farming may
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therefore be amplifying the pace and spread of socially differentiated agricultural intensification, in ways that merit

further research, particularly in the many areas witnessing impact of farmer-led irrigation development, but possibly

also beyond.
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