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ABSTRACT  
 

This study investigates the influence of contract farming on generational 
succession among smallholder rice farmers in Sta. Maria, Laguna, Philippines. Given the 
critical role of rice in the national diet and the challenges posed by an aging farmer 
population, understanding the dynamics of succession is essential for sustainable 
agricultural practices. Utilizing a mixed-methods approach, a quantitative survey of 79 
farmers and qualitative interviews with 10 participants were conducted, focusing on their 
experiences with Company A, an agricultural technology firm. Our findings reveal 
significant barriers to succession, including youth disinterest in agriculture and economic 
constraints, with approximately 51% of respondents citing these challenges. Furthermore, 
the integration of business management practices within contract farming operations was 
found to enhance decision-making and financial planning, fostering a smoother transition 
of responsibilities to younger generations. This research underscores the need for 
targeted policies and training programs to support generational succession in rice 
farming, ultimately contributing to the sustainability of agricultural practices in the region.  
 
 
Keywords: generational succession, contract farming, smallholder farmers, rice 
production, Philippines. 
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INTRODUCTION  
 

Rice farming is vital to global food security, sustaining over 3.5 billion people, 
particularly in Asia, where 90% of the world’s rice is produced and consumed (Fukagawa, 
2019).  In the Philippines, rice provides nearly half of the population’s calorie intake. 
Despite efforts to boost production through land expansion, high-yielding varieties, and 
intensification, yields remain stagnant, and climate variability affects sustainability, with 
60% of production reliant on irrigated paddy fields (Mamiit et al., 2021). Additionally, rising 
rice demand contributes to inflation, surpassing fuel prices and remittances in impact 
(Valera et al., 2022). Government strategies include hybrid seeds, improved post-harvest 
technologies, and adjusted harvesting schedules. However, the aging farmer population 
threatens long-term sustainability. 

 
In Laguna’s fourth district, smallholder farming is key to local food security. 

Generational succession—the transfer of farming responsibilities—is critical but faces 
socio-economic and environmental challenges (Tang & Hussin, 2020). Contract farming, 
where farmers enter agreements with external entities, has emerged as a strategy to 
enhance market access, reduce risks, and increase income (Liang et al., 2023). While 
contract farming offers benefits, its role in generational succession remains under 
explored.  This study addresses the knowledge gap between rice contract farming and 
generational succession in smallholder agriculture. Focusing on Laguna’s fourth district, 
where farmers engage with Company A, this research aims to provide insights into 
agricultural sustainability and rural development. 

 

Research Objectives 
 

This research aims to understand the relationship between generational 
succession and contract farming in smallholder rice farming in Laguna. It addresses the 
question: How does contract farming influence generational succession in these farming 
families, considering economic and socio-cultural factors affecting decision-making?  

Specifically, it sought to: 

1. Assess the current state of generational succession in smallholder contract 
farming. 

2. Examine the integration of business management practices, particularly in 
decision-making, financial planning, and management within contract farming 
operations. 

3. Analyze the impact of contract farming on business performance, focusing on 
income, profitability, and investment patterns. 

4. Evaluate the effectiveness of current contract farming practices in facilitating 
generational succession and business management. 

5. Propose a framework for rice contract farming that promotes sustainable 
generational succession and effective business management strategies. 
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Research Framework 
 

The theoretical framework employed in this study is Rational Choice Theory 
(RCT). As depicted in Figure 1, RCT, rooted in the ideas of Adam Smith (1776), posits 
that individuals make decisions by weighing costs and benefits to maximize their utility 
(Ganti, 2023). Key concepts include rational actors, self-interest, and the "invisible hand," 
which suggests that individual pursuit of self-interest can lead to collective benefit. 

 
 

In the context of this research, RCT is utilized to analyze how farmers make 
decisions regarding contract farming and generational succession. It helps explain how 
farmers assess the costs and benefits associated with contract farming, such as market 
access, financial incentives, and potential risks. Furthermore, RCT sheds light on how 
farmers balance these economic considerations with social and familial factors, such as 
traditional farming practices and inter-generational transfer of knowledge. By 
understanding these factors, we can gain valuable insights into the decision-making 
processes of farmers and the implications for sustainable agriculture and rural 
development.   

 
The conceptual framework (Figure 2) illustrates the interplay between 

generational succession and contract farming in smallholder rice farming. As the older 
generation (Generation A) approaches retirement, their decisions regarding contract 
farming significantly influence the future of the farm. The younger generation (Generation 
A+), who are poised to inherit farming responsibilities, bring their own skills, risk tolerance, 
and aspirations to the table.   

 
The framework highlights the challenges associated with attracting younger 

generations to farming and emphasizes the role of contract farming in addressing these 
challenges. Contract farming, with its formal agreements outlining production, input, and 
marketing responsibilities, offers a structured approach to farming that can be appealing 
to younger generations. By applying Rational Choice Theory, we can understand how 
farmers weigh the costs and benefits of contract farming, considering factors such as 
market access, financial incentives, and risk management. Ultimately, the goal is to 

Figure 1: Rational Choice Theory 
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ensure the long-term sustainability of smallholder rice farming by balancing economic 
viability, environmental stewardship, and successful generational succession. 
 

 
 

Figure 2: Conceptual Framework of the Study 
 
 

METHODOLOGY 
 
Scope and Limitations.  The study focused on smallholder farmers in Laguna’s 4th 
district, Philippines, engaged in contract farming with Company A. It examined trends in 
generational succession and contract farming over a set period.  Using a mixed-methods 
approach, the research combined qualitative data from interviews and focus groups with 
quantitative data from surveys to provide a comprehensive analysis.  Limitations included 
the context-specific nature of the findings, which may not have been applicable to other 
regions or contract farming models. Additionally, external factors such as policy changes 
and researcher bias could have influenced the results. 
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Research Design. The study utilized a mixed-methods approach, integrating qualitative 
and quantitative research methods to provide a comprehensive understanding of 
generational succession and business management in smallholder contract farming. A 
convergent parallel design was employed, allowing for the simultaneous collection and 
analysis of both types of data. This approach facilitates a more detailed and validated 
exploration of the research questions by merging findings from both strands. 
 
Research Locale. The research focused on individual smallholder farmers in Sta. Maria, 
a municipality in the 4th district of Laguna, Philippines, known for its significant rice 
production. The study aimed to gather insights from farmers involved in rice contract 
farming over the past two planting seasons, minimizing disruption to their activities. 
 
Population and Sampling Design. In the quantitative phase, purposive sampling 
identified Sta. Maria for its high concentration of contracted land, leading to a simple 
random selection of 79 out of 100 farmers contracted with Company A, using a 95% 
confidence interval and a 5% margin of error. In the qualitative phase, 10 of the 79 
participants were purposively selected for in-depth interviews based on criteria of at least 
10 years of experience in rice contract farming, current engagement with Company A, 
and willingness to share detailed insights. 
 
Research Instruments. The primary research instrument was a semi-structured 
interview guide with both open-ended and closed-ended questions, supplemented by 
focus group discussions. Financial data on income and investment were collected from 
participating farmers and Company A. The instrument was pilot-tested for clarity and 
effectiveness. 
 
Data Gathering Procedure. Data collection involved semi-structured interviews and 
focus group discussions. Participants were informed about the study, consented to 
participate, and were interviewed at convenient times. Ethical standards ensured 
confidentiality and cultural respect. A pilot test refined the interview guide before its 
application. 
 
Management and Treatment of Data. Qualitative analysis involved transcribing 
interviews and applying thematic analysis to develop initial codes, identify and review 
themes, and interpret findings in relation to existing literature, with peer consultation 
validating the analysis. For the quantitative analysis, survey data were examined using 
descriptive statistics, calculating frequency distributions and percentages, and comparing 
results with qualitative findings, while peer review ensured accuracy throughout the 
process. 
 
 
 
 
 
 



1904 
 

Ignatian International Journal for Multidisciplinary Research            Vol 3 No 5          May 2025         www.icceph.com 

RESULTS AND DISCUSSION 
 
 
1.  Current state of generational succession in smallholder contract farming. 
 

The results of the thematic analysis reveal that generational succession among 
smallholder rice farmers is influenced by factors such as youth disinterest in agriculture, 
challenges in inheritance practices, and the historical significance of farming within 
families. Participants expressed concerns about the declining interest of younger 
generations, exacerbated by better job opportunities and a lack of established succession 
plans. Complementing these qualitative findings, quantitative analysis shows that 
approximately 51% (see Table 1) of respondents identified key challenges in generational 
succession, including lack of interest, limited time, physical demands, and economic 
constraints. Studies indicate that land inheritance remains a crucial factor in the continuity 
of smallholder farming, yet the lack of structured succession plans often results in 
inefficient land transfers (Ji et al., 2023). Additionally, traditional inheritance strategies, 
such as dividing land among multiple heirs, have led to a decline in farm sizes over 
generations, making rice farming less sustainable (Kwanmuang, 2015). These structural 
issues, combined with shifting career preferences among younger generations, further 
threaten the future of familial farming operations. Together, these results highlight the 
significant obstacles hindering the transition of farming responsibilities to younger 
generations and impacting the overall sustainability of agricultural practices. Despite 
these hurdles, proactive teaching and involvement in farm management can create 
opportunities for a smoother succession and encourage youth participation in agriculture, 
particularly in regions with strong rice farming traditions. 
 

Table 1.  Generational Succession Challenges 
 

Challenges in Generational Succession F % 

Economic Constraints 1 1.27% 

Lack of Interest 9 11.39% 

Educational Pursuits 2 2.53% 

Lack of Interest, Educational Pursuits 27 34.18% 

*Lack of Interest and Others 40 50.63% 

     * Is a combination of lack of interest, physical demand, limited time, and  
       economic constraints. 
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2. Integration of Business Management Practices in Contract Farming 

This study highlights the critical role of integrating both individual and collaborative 
decision-making with comprehensive financial strategies to ensure the sustainability of 
contract farming. It evaluates business management practices, focusing on decision-
making and financial planning among smallholder farmers and agribusiness entities. The 
findings reveal that collaborative decision-making, particularly within families, strengthens 
farm management while fostering intergenerational interest in agriculture. This aligns with 
Kaplan et al. (2009), who emphasize the importance of engaging younger generations in 
farm planning to ensure continuity.  

Table 2 shows that approximately 53% of participants report full integration of 
financial planning in rice farming, enabling informed, long-term decision-making. 
Additionally, effective financial management contributes to resilience and sustainability, 
as supported by Sanglay et al. (2021), who highlight the need for sound financial 
strategies to maintain farm stability. Strengthening financial education and decision-
making frameworks can further enhance the success of smallholder contract farming. 

Table 2.  Integration of Financial Planning and Management in Rice Contract   
       Farming 
 

Financial Planning and Management F % 

Fully Integrated 41 51.90 % 

Moderately Integrated 38 48.10 % 

 

Table 3, illustrates the staggered investments and budget management that 
farmers must navigate to effectively manage costs and resources.  

 
Table 3.  Rice Farming Investment and Income 

Particulars Contracted Non-Contracted 

1. Farm Characteristics   

Area 1 HA 1HA 

Ecosystem Irrigated Irrigated 

Type of Seeds Hybrid Inbred 

2. Individual Farm Plan and Budget   

Seeds / Seedbed Preparation 6,000.00 3,300.00 

Land Preparation 8,800.00 8,800.00 

Planting 9,100.00 9,100.00 

Plant Care 35,800.00 33,250.00 

Harvesting 16,000.00 14,000.00 

TOTAL INVESTMENT Php75,700.00 Php68,450.00 
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3. Farm Yield and Income   

Harvest Yield 7,000 Kg 5,500 Kg 

Ave. Buyback Price per Kg *Php20.60 **Php18.50 

GROSS INCOME Php144,200.0
0 

Php101,750.00 

Less: Total Investment Php75,700.00 Php68,450.00 

NET INCOME Php68,500.00 Php33,300.00 

          * Average buyback price (with premium) for two (2) seasons 2023. 
          ** Average prevailing market price for two (2) season 2023 
 

Overall, the research highlights the need to combine individual and collaborative 
decision-making with sound financial strategies for the sustainability of contract farming. 

 
3. Profitability and Perceived Benefits of Contract Farming 
 

This study explores the impact of contract farming on smallholder farmers' 
business performance, focusing on income generation, profitability, and investment 
patterns. Results indicate that contract farming enhances profitability through the use of 
advanced agricultural technologies, such as hybrid seeds, which increase yields by 20-
35% (Table 3). Farmers benefit from higher selling prices and improved financial well-
being, which enable investments in education and land expansion. Quantitative analysis 
shows that farmers partnering with Company A experience a 40% increase in productivity 
and a premium buyback price of P20.60 per kilogram, leading to contracted farmers 
earning 106% more than their non-contracted counterparts.  According to Table 4, 95% 
of respondents acknowledge improvements in harvest yields, income, and access to 
technical assistance, aligning with findings by Sokchea & Culas (2015), who reported that 
contract farmers earned significantly higher incomes. A study conducted by Sufficiency 
(2022) also shows that farmers in Nueva Ecija who adopted hybrid rice technology saw 
a significant boost in both total yield production and profits. However, 66% of respondents 
highlighted limited market access, while 54% noted challenges in acquiring new farming 
technologies and credit. Addressing these constraints could further enhance the 
effectiveness and benefits of contract farming, reinforcing its role in driving agricultural 
profitability and sustainability. 
 

Table 4. Perceived Benefits of Contract Farming 

Incentives High Low Not Beneficial 

F     % F     % F % 

Increase in harvest yield 
 

79 100 0 0 0 0 

Increase in farm income 
  

79 100 0 0 0 0 

Assured buyer of 
harvest rice paddy  

79 100 0 0 0 0 

Increase in market 
access 

25 31.65 52 65.82 2 2.53 
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Technical assistance 
 

75 94.94 4 5.06 0 0 

Access to New Farming 
Technology 

27 34.18 43 54.43 9 11.39 

Access to credit 
 

50 63.29 29 36.71 0 0.00 

 
 
4.  Effectiveness of Current Practices in Facilitating Generational Succession and 
Business Management 
 

This study evaluates current practices aimed at facilitating generational 
succession and effective business management in rice farming. It identifies key support 
systems, including financial guidance, mentorship, and knowledge transfer, which 
approximately 92% of respondents find effective (Table 5). These systems play a crucial 
role in ensuring smooth leadership transitions and improving overall management within 
contract farming families. Thematic analysis reveals that farmers involved in contract 
farming express concerns about payment delays, which can lead to financial difficulties. 
Many suggest earlier payment schemes to improve cash flow and meet obligations on 
time. While some farmers are satisfied with current practices, perceptions of overall 
effectiveness vary, with calls for better payment terms. Additionally, improvements in 
access to resilient seed varieties and input support, such as fertilizer loans, are 
emphasized.  

 
Effective communication is critical for fostering trust and resolving issues like 

payment delays. Overall, the findings emphasize the need for timely payments, enhanced 
input support, and better communication to strengthen contract farming arrangements. 
Solutions should focus on reasonable pricing and fulfilling commitments to build trust 
among stakeholders. Tuyen et al. (2021) concluded that factors affecting farmers' 
participation in rice contract farming include both farmers' and companies' actions as well 
as contract provisions. Similarly, Arouna et al. (2021) found that well-designed production 
contracts could improve productivity and income by fostering better vertical coordination 
and trust in the agricultural sector. 

 
Table 5.  Frequencies of Effectiveness of Support System 

Effectiveness of Support System F % 

Effective 73 92.41 % 

Neutral 3 3.80 % 

Very Effective 3 3.80 % 
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5. Rice Contract Farming Framework for Sustainable Generational Succession and 
Business Management 
 

To tackle the urgent challenge of ensuring sustainable generational succession 
and effective business management in rice farming, this proposal presents a detailed 
contract farming framework. This framework aims to facilitate smooth leadership 
transitions, promote sustainable agricultural practices, and enhance financial stability, 
based on insights gathered from local farmers. Key features include offering incentives 
such as higher prices for harvested rice and access to hybrid seeds to engage the 
younger generation, ensuring transparency in buy-back systems to build trust, and 
improving communication within farming communities for collaborative problem-solving. 
The framework also highlights the importance of economic stability, government support, 
and active youth engagement, with initiatives designed to showcase the advantages of 
rice farming to young people. By bringing together these elements, the proposal seeks to 
secure the future of rice cultivation, fostering sustainability for both current and future 
generations of farmers. 
 

RICE CONTRACT FARMING FRAMEWORK 
 

Component Description 
A. OBJECTIVE 
 
 

Establish a mutually beneficial relationship 
between smallholder farmers and the contracting 
firm to ensure: 

• Sustainable and generational succession 
in rice farming 

• Consistent, high quality rice supply for 
the contracting company. 

• Increased income and livelihood 
opportunities for farmers. 

 
B.  FRAMEWORK COMPONENTS 
      1.  Stakeholder Engagement 
           1.1. Smallholder Farmer 
 
 
           1.2. The Company 
 
 
 
 
 
 
 
 
      2.  Contract Design 
            2.1.  Contract Duration 
             
 
               2.1.1.  Scope of Work 

 
 

 
• Identify and engage farmers through 

community meetings 
 

• Encourage active participation and 
address concerns to build trust and 
collaboration. 

• Establish a dedicated communication 
channel for transparent information 
sharing between Stakeholders. 

• Define roles and responsibilities of both 
parties, ensuring clarity and 
accountability. 

 
• Long term agreements with harvest 

seasonal renewals. 
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               2.1.2.  Input Resources 
                  a. Seeds 
                 
       

• Farmer cultivates rice using the best 
agricultural practices guided by planting 
protocol set by the contracting Company. 

• The Company supports Farmers with 
resources and services. 

 
• Certified, high yielding seeds provided by 

The Company 

               
 b.  Fertilizer 

 
         
                 c. Plant Care Chemicals 
                    
 
 
                  d.  Machinery (optional) 
 
                  
                  e.  Financial Support     
                       (optional) 
 
              2.1.3.  Quality Standards 
                  a.  Moisture Content 
 
 
 
 
                  b.  Physical Attributes 
 
 
 
 
              2.1.4.  Pricing Structure 
 
 
 
 
             
               2.1.5. Payment Terms 
 
 
 
 
 
               2.1.6. Market Access 
 
 
               2.1.7. Dispute Resolution 
 

 
• Company-supplied fertilizers for optimal 

plant growth. 
 
• Region-specific pesticides chosen for 

effectiveness, sustainability and relative 
to the variety of the seeds. 
 

• Modern farm machinery may be provided 
by the   company. 

 
• The company may offer financial support 

to cover operational expenses. 
 
 

• Pricing is determined based on the 
percentage moisture content (%MC) of 
harvested rice, where a lower moisture 
content fetches a higher price  
 

• Premium pricing for rice meeting specific 
classification criteria, including purity, 
cleanliness, absence of defective grains, 
and appropriate grain maturity. 
 

• The foundational price will be derived 
from the prevailing market rates of 
applicable rice variety.  Premium price 
adjustment will be incorporated based on 
moisture content and quality. 
 

• Advance payments or input credits 
offered to farmers at the contract's outset 
to ease financial burdens. 

• Remaining balance settled one week 
after receiving harvested rice. 
 

• The Company guarantees to purchase 
the entire rice harvest. 
 

• Disputes settled through negotiation, 
mediation, or arbitration. 



1910 
 

Ignatian International Journal for Multidisciplinary Research            Vol 3 No 5          May 2025         www.icceph.com 

 
               2.1.8. Termination Clause 
 
 
               2.1.9. Risk Management 
 
               
 

 2.1.10. Compliance to  
                         Regulations 
 
                

 
• Termination by either party for cause with 

written notice or by mutual agreement. 
 
• Joint responsibility for risk factors such 

as crop failure, natural disasters, or 
market fluctuations. 

 
• Both parties agree to comply with local 

agricultural regulations, environmental 
standards, and any other applicable 
laws. 

 
      3. Generational Succession    
            Planning 
 

 
 
 
 
 
 

      4.  Training Programs  
 
 

 
Facilitating knowledge transfer and empowering 
successors for farm management. 

• Collaboration on training programs 
covering technical, managerial, and 
financial aspects of farming.  

• Mentorship programs that connect 
experienced farmers with successors to 
facilitate knowledge transfer. 

 
Empowering farmers with knowledge and skills 
for sustainable and economically viable 
practices. 

• Collaboration with agricultural extension 
services to conduct training programs on 
modern farming technologies.  

• Workshops on sustainable practices and 
financial literacy. 

C.  IMPLEMENTATION PLAN • Pilot test with a small group of farmers 
for at least four (4) harvest seasons.  

• Monitor performance indicators like 
productivity, sustainability, and 
generational transition.  

• Scale up implementation based on 
positive feedback. 

D.  EXPECTED OUTCOME 
      1. For Farmers 
 
 
        
 
       
      2.  For The Company 

• Increased productivity.  
• Enhanced livelihoods and financial 

stability.  
• Smoother generational succession.  
• Consistent delivery of premium-quality 

rice 
 

• Steady supply of quality rice.  
• Strengthened reputation and market 

position. 
• Consistent access to premium-quality 

rice for competitiveness. 
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Conclusions 
 

The research investigates generational succession and business management in 
smallholder rice contract farming, emphasizing the significance of inherited farmland in 
maintaining family traditions. It reveals that financial knowledge and access to assistance 
are vital for effective resource management and long-term resilience. Contract farming is 
shown to enhance profitability and investments, positively impacting financial well-being. 
Current practices in rice contract farming are perceived positively, although challenges in 
the payment process indicate areas for improvement 

 
Using Rational Choice Theory, the analysis illustrates how farmers evaluate costs 

and benefits in their contract farming decisions, with informed youth seeing the 
advantages as a reason to participate. The proposed framework integrates successful 
practices and insights from both the conceptual framework and Rational Choice Theory, 
aiming to promote sustainable generational succession and effective business 
management in smallholder rice farming. 

 
Addressing the primary objective of whether contract farming can support 

generational succession and sustainable rice farming business management, the study 
presents an optimistic outlook. The economic gains from contract farming-such as income 
stability, reduced market risks, and access to resources-enhance the viability of rice 
farming as a long-term business. Additionally, the active involvement of older generations 
in knowledge transfer, combined with these financial benefits, creates a strong foundation 
for sustainable rice farming across generations. This aligns with a conceptual framework 
emphasizing incentives, transparency, economic stability, government support, and youth 
engagement are the factors in ensuring the long-term success of rice farming within the 
context of smallholder contract farming. 
 

Research and Policy Recommendations 
 
Based on the findings and conclusions, the study recommends the following: 
 
1. Encouraging Agribusiness Participation: Policymakers in the agriculture 
department should incentivize more agribusiness companies to engage in rice contract 
farming by offering tax incentives, financial support, research grants, and improved 
market access. 
2. Enhancing Farmer Support: Government agencies and contracting companies 
should strengthen support services for farmers, including financial assistance, market 
access, and training programs, to boost productivity and facilitate early succession. 
3. Legal Protections for Farmers: Policymakers and advocacy groups should advocate 
for stricter legal protections and enforcement in contract farming agreements to safeguard 
farmers' rights. 
4. Youth Engagement in Agriculture: Contract growers and local farmer leaders should 
create youth engagement programs to emphasize the importance of rice farming. Offering 
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financial incentives, access to advanced technologies, high-yield seeds, and training can 
attract younger generations to agriculture. 
5. Expanding Research Scope: Future research should broaden its focus beyond Sta. 
Maria in Laguna to include diverse regions and populations. Comparative studies across 
different districts will help validate findings and enhance the generalizability of results, 
aiding policymakers in crafting effective interventions for smallholder farmers. 
 
Compliance with Ethical Standards  
 

The research prioritized participant autonomy by providing clear information about 
the study's purpose and procedures, ensuring voluntary and informed consent, and 
allowing participants to withdraw at any time without consequences. To protect privacy, 
all data was anonymized and securely stored, and individual responses remained 
confidential. Additionally, the researcher consulted local experts for cultural guidance, 
ensuring findings were presented respectfully and in alignment with the cultural context. 
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