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• Legumes in Europe suffer from a technological lock-in that results in a competitive gap compared to 
major crops that benefited from more investment (path dependency)

à Securing long term investment on legumes is crucial
• Production contract Governance in value chains is advanced as a solution, particularly in less intensive 

technological sector such as agrifood
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• Legumes in Europe suffer from a technological lock-in that results in a competitive gap compared to 
major crops that benefited from more investment (path dependency)

à Securing long term investment on legumes is crucial
• Production contract Governance in value chains is advanced as a solution, particularly in less intensive 

technological sector such as agrifood

MOTIVATIONS

Production Contract Governance =
an agreement between (at least) a buyer and a supplier on the 

production AND transactions conditions of a good that is exchanged

àHow those contracts are used by legume value chains ? 
àDo they secure investment (both tangible and intangible such as technical 

knowledge) and foster legume development ? 
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INTEGRATIONSPOT MARKET

WAYS TO ORGANISE TRANSACTIONS OF GOODS (ie. GOVERNANCE OF TRANSACTIONS)

Cholez et al., 2019; 
Ménard, 2012

Magrini et al., 2018
High-Level Conference 2018, Vienna



10 VALUE CHAIN STUDIED
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First Insight:  a chain of contracts is the most frequent

5

FARMER

INTERMEDIARY

PROCESSOR

Production 
Contract A

Production
Contract B

Pea in Latvia
for 100% processor supply

2 value chains with
direct production 

contracts

Fabaean in France
for 10% of a 

processor supply

Contrat de
production

Production Contract : 
an agreement between a buyer and a 

supplier on the production and 
transactions conditions of a crop. 

Those contracts are defined before sowing.

MOST OFTEN
« CHAIN OF PRODUCTION CONTRACTS »



2nd insight : multipartite organisations increase the social 
interactions in the value chain

Intermediary 1

Processor 1 Processor nProcessor 2

Intermediary 2 Intermediary n

Farmer 1 Farmer 2 Farmer n

MULTIPARTITE Organisational Arrangement

Ex: 

Chickpea in Portugal

Ex: Fababean in France

Ex: Soya in France



3nd insight : incentive prices for farmers and specific qualities
are defined in PCG

*PCG : Production Contract Governance
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4nd insight : investment in knowledge is of higher specificity than
material investments

*PCG : Production Contract Governance

MATERIAL INVESTMENTS within legume value chains

- For most processors :
- those investments could be reusable for other crops

with some adaptations
- important to develop crop supply near the factories
- to secure part of the supply

- For most intermediate organisations material investment
as optical storage device or new storage capacities are not 
specific ones

- For most farmers, no specific tangible investment required

But PCG secures first stage investment with the take-off the 
value chain



4nd insight : investment in knowledge is of higher specificity
than tangible investments

*PCG : Production Contract Governance

BUT KNOWLEDGE INVESTMENT appears
more specific than material investment

At the take-off of the value chain, strong
knowledge gap recognized, filled by:
- specific investment fostering knowledge

sharing such advising, technical
knowledge diffusion, training …

àPCG* secures all those investments with the take-off the value chain and 
particularly the learning steps required to increase the competitiveness of the 
value chain

à No so strong pecificity on material investment as 

regards the reason why production contracts are 

used in agrifood sector for this case of legumes… 

contrary to major insights of the organisational

theories on other sectors



5nd insight : PCG* favors knowledge sharing

Technical data building :
- Data collect and analysis on farming practices

- Feedbacks, experiments, on invidual and collective practices

Face to face interactions are increased
- Contractual bargaining steps : up to 5 meets byyear
- Special events :  « on the field », factory visits for the farmers
under contracts : on average, 2 meets by year

PRODUCTION 
CONTRACT 

GOVERNANCE

Technical advise reinforcement:
- Distribution of technical bulletin
- Human advisory services



CONCLUSION

ü Highly coordination of value chains, from agrifood/feed firms up to farmers, can speed
the agrifood transition with more legumes cultivated in Europe

ü production contracts governance creates more group commitments with specific
investments in breeding, in advice for farmers, and so forth….generating long-term
learning effects required to un-lock

ü Contractual markets could generate a “leverage effect” on crop subsidies compared
to spot markets
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