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Agricultural Enterprises’ Vertical Integration Contract Mode Selection and
Dynamic Evolution: Case Analysis Based on the Pig Breeding Industry

JIANG Guanghui, HU Hao

Abstract; Constructed a theoretical analysis framework for the selection and evolution of contract
models for agricultural enterprises, selected multiple cases of pig breeding enterprises, this paper
discussed how transaction costs play a role in agricultural enterprises’ vertical integration, and
introduced the theory of incomplete contracts to analyze the path and logic of the adaptive evolution of
the contract between enterprises and farmers. The study found that each agriculture contract of animal
husbandry enterprises in the breeding process is a rational choice made by weighing external market
transaction costs and internal production costs under given transaction attributes. There are different
optimal contract modes for different production links or varieties. Due to the incompleteness of the
contract, there is an adaptive adjustment process in the leading enterprises’ contract selection. The
impact of the African Swine Fever epidemic or environmental regulations will reduce the efficiency of
contract performance. Enterprises will adjust the original single contract model and transition to an
intermediate contract or a hybrid contract model with more closely linked interests. Therefore,
appropriate forms of agricultural contracts should be selected according to local conditions, and farmers
and enterprises should be encouraged to make complementary and dedicated investments, so as to
enhance the stability of the contract on both sides.

Keywords: Vertical Integration; Transaction Cost; Agricultural Contract Selection; Incomplete

Contract; Contract Evolution
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