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Safety: Microbial and
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Specific Requirements:
•Packaging
•Pallets
•Size
•Tailor-made

Quality:
•Taste
•Freshness
•Temperature
•Shelf-Life
•Nutrition
•Consistency

Flexibility

Multiple Demands on Specialty Crops



Contracts as share of purchases  by Retailers



Supply Purchase Options for Mega Stores



Global Market Influences
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What do we know about the use Contracts in Fruits and Vegetables?

•Not well Documented

•Census Data Reported Suggest 32% of F&V
with 6% in production contracts and 27% in 
marketing contracts (1997 reported in 2001)

•Wise people estimates: almost all processed
vegetables and about ½ the fresh vegetables.
Contract use is fruits, common but not known

•We do have some information on pricing linkages
and some detail regarding existing wine grape contracts



Price to Growers Linked to Downstream Prices
California Survey Data, 2001
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Use of Contracts in Wine Grapes

Written Only
70%

Both
9%

Oral Only
11%

No Contract
10%

Source: UC-Davis, Ag Issues Center



Price Determination Provisions in Wine Grape 
Contracts

Other
4%

Reference Price
28%

Minimum
12%

Maximum
7%

Per Acre Price
2%

Negotiated Yearly
22%

Stated in Contract
25%

Source: UC-Davis, Ag Issues Center







The Lender Pyramid of Concerns
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Implications for Policy
• Marketing and to lesser degree production contracts are the future, if 

not the present, for specialty crop growers

• Contracts can provide a positive influence on lenders decisions to 
provide short-term operating capital loans, limited influence on long-
term loans and may be especially important for producers on the 
margin

• The perishable nature of products, quality and food safety demands 
lead to robust list of concerns associated with contracts in the
specialty crop industry 

• One size does not fit all, specificity related to the nature of the 
product and/or enterprise must not be lost in any discussion related 
to proposed regulation schemes
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