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1 Prasnar Yi, Managing Partner of N-Strat, a firm specialized in institutional counsel, is also a law lecturer at the Royal 

University of Law and Economics; and the President of the Association of Henri Capitant Cambodia, part of the well-

known world-wide group of Association of Henri Capitant (France), devoted to the civil law tradition. As a key player 

in the current revision of the French Civil Code, the Association of Henri Capitant is referenced by the French public 

service broadcasting law as one of the main French legal portals. 

The Henri Capitant of Cambodian Law Association works particularly with legal professional, judges and authorities 

on the Civil Code annotation for a good utilization of it by proposing ways to fully use this Code. The Association 

works as well on the other legal texts and other relevant juridical tools in Cambodia to contribute to harmonize and 

modernize Cambodian law. The Association is then involved in findings for a well-balanced relationship in contract 

farming. 
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INTRODUCTION 

 

 

 In France, contract farming is legally defined as an “integration contract” in agriculture. It is 

characterized by a single decision-making center, who heads both the production and the pro-

cessing and marketing of processed products
2
. The law protects the farmer in regulating this type 

of contract known as “agricultural integration contract”. Furthermore, it seems that the contract 

farming, involving diverse contracts, is a sui generis type as the contract imposes on the producer 

not only an obligation to perform but also an obligation to act in a pre-defined way
3
.One main 

characteristic of this contract is to put the farmer in a state of economic dependency. This con-

tract accomplishes actually the “integration” of the farmer‟s activity in the industrial trader‟s, 

because it imposes a discipline of its production, its supply or sales. 

 In Cambodia, with 80% of rural population, the Royal Government mindful of the important 

role of agriculture in poverty reduction and economic growth
4
, has included agriculture in the top 

priorities in its national policy
5
. Alike in other developing countries, notwithstanding benefits and 

opportunities accessible by contract farming, Cambodia is aware that the relationship between 

producers and buyers shall be established by clear provisions
6
. The Cambodian Department of 

Agro-Industries of the Ministry of Agriculture, Forestry and Fisheries (MAFF) fully understands 

the issue of possible unbalanced relationship between producers and buyers in contract farming: 

a process of reflection is under way and legal measures are being setting up. 

 As mentioned in the abstract of Unidroit/FAO Legal Guide on Contract Farming, contract 

farming parties will be subject to a number of Cambodian laws and regulations that will influ-

ence other elements of the contract. These involve “the regulatory protection of human rights in 

agriculture, food safety and the protection of animal and plant health and the environment; de-

cent rural employment in agriculture; laws governing the access to natural resources necessary 

for agricultural production contracts; and the access to agricultural inputs and the trade of agri-

cultural products”
7
. However, as part of this contribution, we will only mention a number. 

 This paper aims to present an overview of the legal framework of the contract farming in 

Cambodia with the core legislation in force (I) and the complementary legislation applicable 

which addresses in particular the concerns from civil society
8
 (II). 

 

                                                           
2 Ibid. 
3 Contrat d'intégration en agriculture, §3 - Nature juridique, Jacques PRÉVAULT, Professeur of Law, January 2012 
4 Cambodia’s Agriculture: Challenges and Prospects, Cambodian Institute for Cooperation and Peace Working paper 

No 37, by Sok Siphana, Chap Sotharith, Chheang Vannarith 
5 National Strategic Development Plan 2009-2013 (“improving agricultural productivity and diversification”); Strategy 

for Agriculture and Water 2010-2013; policy paper on the Promotion of Paddy Production and Rice Export 2011-2015. 
6 The plurality of terms that describe the parties of contract farming shows how the contractual relationship can vary 

and should be clarified – the contracting farmer is called “producer, farmer, producer organization, agricultural 

producer or market operators”, while the buyer is called “contractor, purchaser, food processor, exporter, retailer, 

trader, distributor or wholesaler”. 
7 Abstract of Unidroit/FAO Legal Guide on Contract Farming, UNIDROIT 2014, Study S80A – Doc. 17, February 

2014, 18 p. 
8 NGO Forum on Cambodia Comments on the Sub-decree on Contract-based Agricultural Production (Contract 

Farming), expressed in a statement dated July 29, 2014. 
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I. CORE LEGISLATION RELATED TO THE CONTRACT FARMING 

  

 In contract farming, the legal sources governing the relationship between producers and buy-

ers are led, first, by the general principles of contract defined in the Civil Code and, second, by 

special legislations related to agriculture. 

 

1) The general principles of contract 

 

 The Civil Code, legal ground of private law including the principles of general contract law, 

defines the core legal issues of contract, from its formation to the resolution of conflicts, includ-

ing its content, its effects, its performance or non-performance. 

 As general principles, the Civil Code mentions the prohibition of abuse of rights
9
 or the prin-

ciple of good faith
10

: “rights shall be exercised and duties performed in good faith”. The princi-

ple of freedom of choice also called “principle of the autonomy of the will” or “principle of party 

autonomy” (“principe de l’autonomie de la volonté” in French) expresses that “a contract is the 

matching of intentions held by two or more parties to create, change or extinguish an obligation” 

and that “an obligation arising from a contract (…) shall be an obligation created based on the 

intention of (…) both parties”. This condition is susceptible to become a legal issue in the situa-

tion where the buyer/trader establishes and supports the farmer‟s organization
11

. 

 As in most developing countries, contract farming tends to be unequal to the detriment of 

smallholders with lacks of information and in weak economic position vis-à-vis buyers in strong-

er situation firms who may want to impose their provisions as they are almost in monopsony 

position. For a fair relationship between parties, the Civil Code prevents the stronger party to 

receiving excessive benefits from the weak party, pushed to accept all conditions: “Should a par-

ty enter into a contract while taking advantage of the other party’s economic difficulties, igno-

rance or inexperience, and receive excessive benefits from said contract, the counter-party may 

rescind the contract on the grounds of defect in the declaration of intent”
12

. 

 The Cambodian legislation is no exception regarding the supremacy of public order and 

moral which limits the principle of party autonomy. All provisions of contract which contravene 

“law or public order and good morals” shall be deemed as void. Moreover, if the producer uses 

employees, he shall comply with the labor law and human rights principles as set out in the pre-

amble of the Cambodian Constitution. Even to increase his productivity, the producer shall not 

harm the environment. 

 Although both parties are bound by their mutual obligations, there is an exception to this 

general rule
13

: “If performance of an obligation has become impossible without the fault of the 

obligor, the obligation shall be extinguished and the obligee may not demand performance 

thereof”
14

. However, this provision is not clear with the circumstances constituting an exonera-

                                                           
9
 Civil Code, article 3, unofficial translation. 

10
 Civil Code, article 5, unofficial translation. 

11 Formulation of an Agro-Industry Strategic Development Plan, Annex A5 Contract Farming; Review of Some of the 

Many Issues Involved, FAO and The Department of Agro-Industries of the Ministry of Agriculture, Forestry and Fish-

eries of Cambodia, highlighting many of the issues involved with contract farming given potential importance for 

stimulating agro-industrial development across large sectors of rural communities in Cambodia , 2010. 
12

 Civil Code, article 351, unofficial translation. 
13

 Civil Code, article 415, unofficial translation. 

14
 Article 31, unofficial translation. 
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tion of responsibility. In France, the cases exonerating responsibility of the obligor are the force 

majeure (or unforeseeable circumstances) or an unpredictable and irresistible impediment due to 

a third party. Traditionally, the criteria constituting a force majeure are unpredictability, irresisti-

bility and externality. Force majeure is a legal concept developed by the jurisprudence. In France, 

this qualification is made by the jurisprudence of the Supreme Court
15

, but in Cambodia it is dif-

ficult to predict the court‟s decision. Is a violent storm or a labor strike can justify an exoneration 

of responsibility preventing the producer to fulfill its obligations as a force majeure does? 

 

2) The special legislation related to agriculture 

 

 Cambodia has not a code of agriculture yet. The development of legal and regulatory frame-

work related to agriculture is only at its beginning. But mindful of the importance to enhance the 

agriculture sector, the MAFF has started to draft and set up some key laws and regulations relat-

ed to agriculture.  

 The special legislation related to agriculture impacting contract farming is expressed by: 

 the Royal Decree on the Establishment and Functioning of Agricultural Cooperatives, 

Union of the Agricultural Cooperatives and the Pre-Agricultural Cooperatives adopted in 

July 2001,  

 the Sub-Decree No. 15 on Phytosanitary Inspection adopted in March 2003,  

 the Law on the Management of Crop Species and the Rights of Crop Breeders adopted in 

June 2008,  

 the Sub-Decree on Contract Farming adopted in February 2011, 

 the Law on Establishment of Agricultural Cooperative adopted in May 2013 and  

 the draft Law on Agriculture Land Management. 

 

For the relationship issues between producer and buyer in contract farming topic, we will focus 

only on the last legal texts which are the most recent and relevant. 

 

a) The Sub-Decree on Contract Farming 

 

 The Sub-Decree on Contract Farming provides provisions relating to the implementation 

framework of the contract farming, called “contract-based agricultural production”, the roles 

and responsibilities of the State (“bridge investors and farmers, producers, processors in the 

framework of contract-based Agricultural Production”), the obligations of producers, the obliga-

tions of purchasers, and also to resolution of conflicts. 

 Whereas the Civil Code states the freedom of choice (principe de l’autonomie de la volonté) 

as an essential principle by all forms of contract – “[a] contract is the matching of intentions held 

by two or more parties to create, change or extinguish an obligation”
16

; “[a] contract comes into 

effect when an offer and an acceptance thereof conform to each other”
17

 –, the Sub-Decree limits 

this freedom by setting out that “[t]he contract of contract-based agricultural production shall 

be in written format and be authentic letter”
18

. 

 The sub-decree specifies an “Institution and Coordinating Mechanism”, dedicated to the 

roles and responsibilities of the State. It also defines a coordinating committee called “contract-

                                                           
15 Case law, French‟s « Cour de Cassation », February 4th 1983 
16 Civil Code, article 311, unofficial translation. 

17 Civil Code, article 336, unofficial translation. 

18 Sub-decree on Contract farming, article 10, unofficial translation. 
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based agricultural production committee
19

”, composing of members from several ministries and 

headed by the MAAF, has been established. The coordinating committee is responsible to “inter-

vene and reconcile conflicts and problems arising from Contract-based Agricultural Production 

which could not be solved by the competent institution or any conflicts requiring inter-institution 

resolution”. Actually, the important role of the committee is only coordinating and reconciling 

both parties and could not render a resolution. 

 Regarding the obligations of the producers and the buyers, both parties have the obligations 

to comply with conditions as inscribed in the contract. The buyer shall clearly specify the com-

modity items such as quantity, quality, place, and date of delivery and acceptance of the com-

modities; provide agricultural materials and technical services; and provide credit advance. In 

counterpart the producer shall proceed production activities based on seasonal and required 

timeframe; supply on time, in term of grade, quantity, and quality and due timeline; accept the 

payment of product value as set in agreement. In the contract farming operation, the parties, es-

pecially the farmer, expect to have made a deal on a long period of time, because the investment 

is important. But paradoxically, the contract farming is usually concluded for a short period and 

subject to renewal. The fact that the determination of price and quantity is not set clearly yet, 

could weaken the farmer who expects to maintain a minimum of price and quantity because of its 

obligation to pay the credit he contracted in this operation. In France, a framework contract 

(“contrat-cadre” in French) is usually concluded by parties to mitigate this. 

 Additionally the sub-decree sets out the dispute resolution mechanism
20

 by indicating that 

any dispute relating to the implementation of the contract farming shall be resolved amicably in 

accordance with the conditions provided in the contract. In case of failure of amicable resolution, 

the dispute could be resolved at the will of parties by pursuing the mechanism stated in the sub-

decree. Therefore, the parties could agree for any resolution (negotiation, meditation, judicial 

system or arbitration) without appealing the coordinating committee. 

 

b) The Law on Establishment of Agricultural Communities 

 

 The Royal Government of Cambodia “encourages the formation of associations, agricultural 

communities, or agricultural organizations as the bases to develop contact-based agriculture”
21

. 

Following this policy, the Law on Establishment Agricultural Communities promulgated in June 

2013 allows farmers to organize themselves in legal cooperatives, and establishes agriculture 

communities, unions of agriculture communities, and the alliance of agriculture communities. 

This law defines an agriculture community as a private legal entity functioning as an establish-

ment for agricultural economy. 

 

c) Draft Law on Agriculture Land Management 

 

 A law on agriculture land management has been being drafted since 2011 (initially called 

“Law on the Use and Management of Agricultural Land”). The draft has been recently updated in 

May 2014 after several reviews and comments from CSOs/NGOs. This law should define the 

framework for the management, use, and development of agriculture and land used for agricul-

ture in Cambodia. It should ensure the sustainable management of agricultural land, to increase 

                                                           
19

 Sub-decree on Contract farming, article 7, unofficial translation. 
20

 Sub-decree on Contract farming, article 11. 
21

 Sub-decree on Contract farming, article 4. 
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productivity of agricultural land and to protect the environment. A full chapter is also expressly 

dedicated to contract farming issues. 

 

II. COMPLEMENTARY LEGISLATION ADDRESSED THE MAIN CONTRACT FARMING ISSUES 

 

 Contract farming, governed by the laws and regulations which have been presented, howev-

er, is not by itself able to achieve economic operation which justifies its conclusion (the cause of 

the contract). A group of contracts is then, necessarily, forming around that contract to support 

achieving the contract farming operation (1). These contracts, altogether called “the series of 

contracts”, are subject to a series of additional laws (labor law, insurance law, commercial enter-

prise law) which should be present for providing a comprehensive Cambodian legal framework 

on the issue of contract farming (2). 

  

1) The importance of series of contracts around Contract farming 

 

 The series of contracts around the “contract-farming” are very important since either they 

have the same object either they contribute to the achievement of the same transaction (here the 

contract farming operation) and are united by identity of cause (the sense of common purpose). It 

should be noted however, that this series of contracts is heterogeneous in the sense that it consists 

of contracts with different natures. 

 There are diverse interests in clarifying the series of contracts „issues. For example, what is 

the incidence of the invalidity or rescission of a contract on the other contracts in the series of 

contracts? Are these contracts must be subject to a holistic and comprehensive interpretation, that 

is to say, be interpreted in relation to the economic operation they perform? 

 By way of illustration: 

Contract of employment – A farmer tends to sign labor contracts with employees, wheth-

er a written contract is formally concluded, only for a period which may not go beyond 

the duration of the “contract farming”. The Labor Code prohibits the indefinite renewal 

of fixed-term contracts and will re-characterize the contract as a permanent contract or 

open ended contract. 

Contract of Insurance – The activity of the farmer, party to the “contract farming” should 

require to be covered by an insurance in order to prevent it from falling into endless cir-

cles of debts, especially in case of bankruptcy, because it is expensive for the farmer who 

invests for several years and beyond the duration of the first “contract-farming”. 

Lease Agreement – If the farmer rents a plot of land for the contract farming operation, 

the lease agreement can affect the operation. 

A framework agreement would be useful for parties to the contracts of the series of contracts to 

have a better view of the potential impacts from the other contracts in this series. It will allow 

them to better manage their expectations. It can be helpful to enclose the contract farming in a 

framework contract in order to facilitate the holistic and comprehensive interpretation of the 

permanent contract of employment having regard to the contract farming operation. 
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In France, the law requires that the parties clearly express their intention to make these contracts 

interdependent together, even indivisible, to qualify the series of contracts
22

. The contract farm-

ing in Cambodia may also contain clauses in that sense. 

 

2) The surrounding laws 

 

The contracts from the series of contracts, which has just been brought to light, are subject to 

other laws and other legal instruments, such as the Labor Code or the law on insurance.  

 

a) The Labor Code 

 

 In the 1990s, the Cambodian authorities requested the French Ministry of Labor to develop a 

new Labor Code. French experts, whose role was decisive, were then sent to work with officers 

from the Cambodian Ministry of Labor and draft the new Labor Code. It will be adopted in 1997. 

The text reflects the desire of the Cambodian legislature to respect and implement the fundamen-

tal conventions of the International Labor Organization (ILO) that Cambodia has ratified, includ-

ing enshrining the principles of equality and prohibiting discrimination in labor relations, promo-

tion of equal pay, eradication of child labor and forced labor. The Labor Code does not break 

with the past, and expresses a compromise by fitting both with the market economy and one 

where the State is interventionist. It pays special attention to the plantations in a chapter on spe-

cial conditions of work in agricultural occupations
23

. These rules aim to protect a working popu-

lation isolated in large farm
24

. 

 In general, the Code prohibits employers from discriminating particularly in pay between 

men and women
25

. It gives women a social protection: they are entitled to receive social security 

and other social benefits as determined by law. In terms of access to employment and occupation, 

they have a general protection
26

. The Code clearly prohibits child labor, minimum age being 14 

years. For issues relating to the health of employees, the Labor Code establishes a compulsory 

general insurance scheme
27

 for accidents at work and the law of 2 October 2002 on the social 

security system and its implementing decree 2007 formally materialize this obligation. 

 

b) The draft law on insurance 

 

 Cambodian insurance law is being revised to better meet the current need from the market. A 

draft law being adopted enriches the existing legislation and establishes a number of facilities for 

                                                           
22 

Case law, French‟s « Cour de Cassation », April 1st 2006 

23
 Labor code, articles 193-226 

24 
The first important rubber plantations in Cambodia, which are still in use and dating back to 1925, will experience a 

boom rapidly with the development of the automobile and its tires. The first comprehensive text to regulate the terms 

and use of manpower goes back to March 9, 1910. Plantations in general, which also apply to other crops such as 

coffee, pepper and tropical fruits easily exportable, require heavy investments that rely on large economic groups. 

Cambodian law makers have set out very early a strict framework for protecting working relationships and conditions 

in this activity area, specifying the limits of different characteristics: recruitment conditions, proper working conditions 

(working hours, wages, features and limitations of the work of women and young people), living on the plantation. In 

the early 2000s, the rubber industry represents 70,000 hectares, which cover 45,000 are planted areas with 45,000 

tonnes produced. Cambodia is the 14th largest in the world. Production of Cambodia is divided among seven large 

plantations which employ 12,000 people and those of family size which generally call for manpower from outside. 
25

 Labor code, articles 106 
26

 Labor code, article 12 
27

 Labor code, article 256 
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the farmer, party to the contract farming, including the possibility to access to small scale insur-

ance and coverage in case of bankruptcy. 

 

 

CONCLUSION 

 

 The legal framework for implementing the contract-farming operation is developing and is 

enriching. However, it is necessary to consider the series of contracts surrounding the contract-

farming and the legislation that governs this group of contracts.  

 Moreover, on several occasions in this paper, we have raised the idea that a framework con-

tract could allow this series of contracts to better meet the needs of the economic operation of the 

contract-farming, thereby allowing the judge and the parties to the contracts to have a coherent 

and effective framework. This will considerably help them to better understand the legal relation-

ship of the whole and the various and numerous laws that are applicable. 

 

 


