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ABSTRACT
Forward sale of soybeans was one of the driving forces behind development of soybean agribusiness in Brazil. A specific issue motivated this study: breach of contract by soybean growers during a period of marked increase in soy prices and subsequent judicial rulings. Descriptive and econometric analysis (PROBIT) has been carried out in 161 judicial appeal decisions in the Goiás Court of Justice (Brazil) and a quantitative survey was done with 70 farmers. The core hypothesis of this study is that the instability created by judicial decisions raises transaction costs and hampers economic development. Contradictory court decisions were found between the first and appeal decisions, as well as in the case of same judicial level. The effects of court decisions are realized such as in the case of more requirements of guarantees and the reduction in the number of contracts. Those soybean farmers who did not breach their contracts also have been negatively affected by the strategic reactions of trading and processing companies. Use of the concept “social function of the contract” led to a high degree of instability in contracts. Therefore, the transaction costs have been increased for all the agents and the importance of economic sanctions has increased as well.
1 INTRODUCTION
The development of soybean agribusiness in Brazil took place, in part, as a consequence of alternative forms of credit, such as the soybean anticipated sale by contracts (green soybean contract
). The problems that have motivated this study were the contractual breaches during a dramatic increase in soybean price, lawsuit decisions about the conflict and the secondary effects of those decisions to the economic agents.

The forward contract for soybean is characterized as a term contract, the object to be transacted is part of the soybean production which will be harvested in the following crop year. Some contracts are made to finance the agricultural activity, in this case the farmers receive the payment or inputs at the time of signature, however, the contract can be signed just to avoid the risk of price variation at the time of crop harvest. This modality of contracts seems to be preferred to the use of future contracts in the Stock Exchange. 

Parties entering into forward sale contracts may have several objectives, such as avoiding the risk of price fluctuations and/or financing a harvest. From an economic point of view, at least two elements – risk and credit – may be part of the transaction.

In 2003 and 2004 crops were particularly problematic since the price was higher than expected and a great number of contractual breaches between soybean farmers and industries
 took place. This situation encouraged breach of contract, and, consequently, the pursuit of legal solution. Interviews indicated that there was a concentration of the study problem in the central Brazilian state of Goiás; this perception was corroborated by the sheer volume of lawsuits filed in the state concerning the issue. 

The Brazilian legal system is based on the Code civil des Français. Pillars of this code included the absolute power of ownership and property and contract intangibility. The expression “pacta sunt servanda”
 means that breaching pacts were inadmissible when done freely and among equals (Santos, 2004). Article 421 of the New Brazilian Civil Code states that “The freedom to contract shall be exercised within reason and within the limits of the social function of the contract
”; as it will be demonstrated through empirical analysis, this has weakened contracts, because some judges have interpreted the above wording as providing grounds for the annulment of contracts.
Most Appeal decisions were initially favorable to farmers, leading to market instability. Interviews showed that most industrial establishments and trading houses reduced the amount of soy forward contracts; some even stoped using the non-financing contract model altogether. This may have been due to a drop in soybean prices, which provided companies with alternatives for soy purchasing, or due to contract inefficiency; the latter hypothesis is the object of our study. Finding the motivation of each actor involved in the transaction may assist future improvement of contractual arrangements.
The core objective of this article is to identify how breach of soybean forward contracts and subsequent legal decisions have affected the redefinition of strategies by agents in the soybean agribusiness complex. In the pursuit of this objective a structured field research
 has been carried out, as well as a review of the literature.
The theoretical framework is based on New Institutional Economics, with an emphasis on transaction cost economics and institutional environment analysis. Unlike neoclassical analysis, the NIE toolset considers, among other facts, that transaction costs exist and that institutions may be inefficient, with negative implications for economic agents (North, 1990). 

This research was organized to describe the following conceptual model:
· Description of the fact (breach of contract); 

· Identification of dispute resolution mechanisms;

· Proving a instability in the economic environment.
A review of literature was designed to adequately characterize the issue, present the theoretical framework that will be used in analyzing it, and presenting new instruments provided for in the New Brazilian Civil Code.
The third section of the article outlines procedures of methodology used in field research. The fourth section presents an analysis of Goiás State Court of Justice rulings.
The fifth section present findings that are characteristic of economic instability, and which affect all agents in the soy complex as externalities. The sixth section of this paper presents the conclusions.
2 THE SOY AGRIBUSINESS COMPLEX AND FORWARD SOY CONTRACTS
The soybean agribusiness accounted for US$9 billion in exports for the year 2006. Brazil’s output, of 55 million metric tons, gives it the number 2 spot among the world’s top soy producers (CONAB, 2007 and MAPA, 2007). 

As government financing is scarce, several alternatives to farming credit have been devised. As said at beginning, one such alternative is the forward sale of soybeans through so-called “green soybean contracts”. From 1990 onwards, these contracts ensured the sale of supplies and provision of credit to farmers in exchange for soybeans to be harvested in the next crop. Such forward contracts later became popular not as a manner of obtaining supplies, but as a price-setting mechanism, in order to reduce the impact of price fluctuations at harvest time.
When a contract involves advance payment – that is, when one party honors a contractual obligation by making a payment or providing supplies ahead of time –, real estate security, such as farmland, is required as collateral. Usually, however, collateral for these contracts involves the issuance of Cédulas de Produto Rural (Rural Product Bonds, CPRs)
.
In the 2003/2004 harvest, soybean growers forward contracted their produce for an average of US$ 10 per 60-kilogram sack
, while prices reached US$ 17 (then around R$ 54) at harvest time. 

Actors have interpreted this conflict in different ways, but whichever the interpretation, farmers and the industry were faced with a post-contractual issue that affected coordination of the soybean agribusiness system, as evidenced by a decline in the volume of forward contracts entered into for the following crop.
The agribusiness system of a certain crop or product may be defined as the set of segments involved in producing, transforming, and distributing the crop or product. Systemic analysis is broader than the production chain concept, and focus on coordination of the complex and technological and economic relationships between its segments (Zylbersztajn & Farina, 1999). 

The soy agribusiness system therefore involves the farming supply industry, farmers and growers, soy traders in direct contact with growers (trading houses, brokerage houses, cooperatives, and even grain elevators), soy crushing establishments, grain distributors, and end consumers. Transactions are influenced by the institutional environment, which involves the legal system when it comes to issues such as intellectual property rights and environmental regulation, among others.
Figure 1 shows a schematic of the soybean agribusiness system and highlights the conflict zone, which involves transactions between the farmer, suppliers, traders, and the processing industry.
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Figure 1 – Transaction map of soy contracts and conflict zone
Source: Zylbersztajn et al., 2005

According to Jank (2004), growers who forward sell their soybeans to the industry or to exporters create conditions to obtain the necessary resources and farming supplies at competitive cost. Such a transaction allows the farmer to eliminate price risk, ensure a profit at seedtime rather than waiting for the harvest, and transfer most of the risks of agriculture to the market. As well as funding production, this system dilutes the intrinsic risks of the soy business among agents. Jank claims forward contracts account for 25% of soy sold in Brazil, and are apparently preferred over the use of exchange-traded futures.
As early as 2004, the business press reported a drop in soy forwards due to breach of contract in the previous year’s harvest (Gazeta Mercantil, 2004) and a reduction in advance payments (Mendonça de Barros et al., 2004). The evidence suggests that breach of contract leads to elevated transaction costs, and it should be expected the reduced use of similar contracts.
2.1 The institutional environment as a reducer of uncertainty
New Institutional Economics and Law and Economics make up the theoretical framework used in our analysis. The review of literature seeks to provide more in-depth discussion of the role of the institutional environment in reducing uncertainty, particularly concerning the influence of the judicial system on economic relationships.
Whereas traditional economic theory studies markets and considers the firm as a cost-minimizing production function, indifferent to its internal structure and to all external conditions (except for prices), New Institutional Economics (NIE) considers the internal structure of the firm, its vertical and horizontal relationships (Zylbersztajn, 1995). 

Law and economics is a theoretical field that has seen rapid development in recent years, branching out into several “schools”. In this study, it will be examined from a new institutional economics standpoint.
Zylbersztajn and Sztajn (2005) claim that NIE-based law and economics – rooted in the theoretical basis provided by the work of Ronald Coase, Douglass North, and Oliver Williamson – adopts the concept of bounded rationality, takes a more flexible approach to the classical notion that institutions will invariably involve in an efficient manner, and explains why inefficient property rights and resource allocations arise.
In 1937, Ronald Coase’s landmark article The Nature of the Firm opened the door to study of the firm focused on its internal organizational aspects and on its relationships with clients and suppliers. In another article, The problem of social cost (1960), Coase states that institutions would only be rendered unnecessary if information asymmetry did not exist and if transaction costs were nil. As such a situation cannot be found in the real world, firms play a crucial role in allocating resources.
Williamson (1985) honed the theory further, considering the firm to be a set of contracts having as its relevant variables: the sum cost of transaction and production; product or service performance; social and cultural context within which transactions are made; and the role of institutions and organizations. Transaction costs are defined as the ex ante costs of devising, negotiating, and securing an agreement, as well as the ex post costs of adjustment and adaptation required when execution of a contract is impaired by unexpected failures, errors, omissions, and changes. In short, transaction cost is the cost of keeping an economic system operational (1996).
Barzel (1997) defines transaction cost as the cost associated with transferring, capturing, and protecting property rights; the institutional environment therefore affects the efficiency of property rights transfer and transaction costs. When institutional flaws that may lead to a suboptimal allocation of property rights are present, economic agents will rearrange and define a new way to ensure these rights.
In the case of forward soybean purchases, as there are no State-provided guarantees that property rights will be honored, private economic sanctions should be expected in lieu of such guarantees.
The institutional environment is composed of entities that determine the rules to be followed and the control system to be set up. The manner in which an institutional environment is structured may interfere directly with production and transaction costs. North (1990, p. 3) considers institutions to be the “rules of the game” in a society, as they are the constraints that “structure incentives in human exchange, whether political, social, or economic”. Institutions “consist of both informal constraints (sanctions, taboos, customs, traditions, and codes of conduct), and formal rules (constitutions, laws, property rights). Throughout history, institutions have been devised by human beings to create order and reduce uncertainty in exchange” (North, 1991, p. 97).
Williamson (1996) states that the core function of the institutional arrangement is to reduce the costs of contracting, monitoring performance, organizing activities, or adapting to agents’ efficient responses to the transaction problem. Secondly, the institutional environment is a set of rules that establish foundations for the market, and, depending on structure, may decrease or increase transaction costs for organizations. Institutions are therefore important and warrant analysis.
According to Azevedo (1995), the existence of institutions must be recognized, as they restrict human interactions (although it is not the sole purpose of their existence). One of the tenets of new institutional economics is the limitation imposed on agents by the set of institutions that regulate economic activity.
Arruñada (2006, p. 5) argues that institutions were created to make human interaction possible. He believes human specialization in knowledge production changed our environment radically in a short amount of time – too quickly for natural selection to keep up and for people to adapt to this new environment; consequently, the human mind is still hard-wired to deal with ancestrally relevant issues, such as survival and reproduction. Institutions therefore became necessary to fill the “gaps” between our biological framework and current societal demands. Arruñada states that institutions make transactions easier, because they enforce the rules that make cooperation possible.
Transaction cost economics presumes certain behavioral tenets, such as bounded rationality and the possibility of opportunistic action. Bounded rationality is a natural characteristic of human beings, that is, it is impossible – or unmanageably costly –  to obtain and/or process all the information required for decision making (drafting a contract, for instance) without leaving room for the other party to take opportunistic action.
According to Zylbersztajn (1995), opportunistic behavior is the result of individual actions in the pursuit of self-interest. Someone may have privileged information on the reality of another agent and use it opportunistically, raking advantage of the situation to make a profit.
Klein, Crawford, and Anchian (1978) point out a real possibility of post-contractual opportunistic behavior following the creation of appropriable quasi-rents, that is, when the likelihood of gaining from opportunistic behavior increases.

There are costs and benefits to breach of contract, argues Klein (1992). Within the self-enforcing range, each agent will assess whether gains will exceed the cost of legal and economic sanctions. Legal sanctions are stipulated in the contracts themselves, usually as fines, and are judicially enforceable. Economic sanctions are unwritten, but nonetheless important, particularly those that affect the agent’s future relationships, such as damage to reputation. 
Watanabe (2007, p. 114–117) discusses the theory of efficient breach, which is relevant mostly at common law. According to the author, breach of a contract is efficient when the benefits produced by not performing exceed the loss incurred by the promisee. She does, however, note that damages are difficult to measure, particularly when agents are part of an agribusiness complex (farmers and agricultural suppliers, for instance). In addition to pecuniary losses incurred by the agricultural industry, which has obligations to other agents in the agribusiness complex, Watanabe argues that farmers’ future relationships may be harmed due to a damaged reputation; renegotiation is therefore preferable to breach in the long term.
In the case of soybean farmers who breached their contracts, elevated grain prices encouraged this breach, however the future relationships will be hampered, with potential economic loss.
According to Arruñada and Andonova (2005), “Adequate functioning of a market economy requires effective tutelage of the freedom of contract
”. Wealth creation depends on trading, and trading transactions require that their terms have been defined and that uncertainty regarding adherence to those terms has been controlled – that is, rules and courts are necessary. The role of courts is fill the “gaps” left in contracts – which are presumed to be incomplete –, therefore reducing agents’ transaction costs.
Nevertheless, all rulemaking is subject to inefficiency, due to the presence of self-interest, incomplete information, and bounded rationality. Both legislators and judges may fail in their duties because of private interests, and even in the absence of such interests, may fail in identifying which rules are most appropriate to each case (Arruñada & Andonova, 2004). 

Arida et al. (2004) claim that debtors are sometimes seen in a socially positive light in Brazil; according to the authors, this is probably due to highly unequal distribution of income, which came together with historical and economic factors to create a strong “anti-creditor” bias. The authors also cite data from a Brazilian survey that consisted of members of the judiciary being presented with situations in which they would have to choose between upholding a contract and rendering a socially “fair” judgment. Only 7% of judges said “Contracts must be enforced independently of their social effects”, while 61% responded that “The judge has to perform a social function and the quest for social justice justifies decisions in breach of contracts”. 

Ribeiro (2007) tested jurisdictional uncertainty in 16 Brazilian states, and, among other results, found that judges will rule in favor of the most powerful party most of the time; furthermore, a locally-powerful party was found 26% to 38% more likely to be favored in a judicial ruling than major national or multinational corporations, an effect the author calls “parochial subversion of justice”.
Court decisions on breach of contract affect organizational strategy. The institutional environment can affect organizational transaction costs, and can particularly influence their capacity to guarantee formal or informal contracts.
If the “rules of the game” (North, 1990) are unclear to agents, the institutional environment will generate uncertainty, increasing the cost of subsequent transactions and the importance of economic sanctions.
2.2 New direction of contract theory
The following quote was taken from a Appeal decision on the conflict-laden theme of this study. It provides an example of jurists’ views on contract theory:
 [...] Contract theory no longer has the unyielding principle of pacta sunt servanda as its cornerstone, but rather the principles of the social function of the contract, of good faith, and of economic balance (Civil Code, Articles 421, 422, and 2036). II. Once the principle of contractual equivalence – particularly where it concerns objective good faith – has been breached, in view of markedly disproportionate contractual obligations, as the agreement imposes duties on the seller (farmer) alone, the circumstances of the contract may be considered excessively burdensome
 to one party, therefore allowing its termination under Article 478 of the Civil Code. III. It is incumbent upon the Judiciary to repel abusive market practices, and, particularly, to curtail one party’s excessive profits when in detriment of another, by modifying or vacating contract clauses that lead to flagrant unbalance between the contracting parties. Appeal heard and granted. (Civil appeal 88969-1/188 to the Goiás Court of Justice. Opinion authored by the Hon. João Ubaldo Ferreira)

Brazil is a civil law jurisdiction (Sztajn & Gorga, 2005, p. 139–140). The dominant characteristic of civil law, also known as continental or Romano-Germanic law, is codification: the compilation of a systematic set of rules and regulations into private law (civil and commercial) codes or public law codes, which are meant to encourage and maintain orderly relationships, describe and systematize conduct and the effects of manifestations of will, and systematize punishment for offenses. 
According to Santos (2004, p. 28), many civil law countries based their legal systems on the French civil code. Pillars of this code included the absolute power of ownership and property and contract intangibility. The Napoleonic Code was developed in a time characterized by the pursuit of individuality, equality, and liberty. The principle of pacta sunt servanda was prioritized in the Code, as one’s word, given in agreement, simply had to be kept. Breach of pacts entered into freely and among equals was inadmissible (Santos, 2004, p. 28).

Article 421 of the New Brazilian Civil Code states: “The freedom to contract shall be exercised within reason and the limits of the social function of the contract”. According to Reale (2004), a prominent Brazilian jurist who mentored and coordinated drafting of the New Civil Code, the social function of the contract will follow the “social function of property” principle; formation of a contract and performance under its terms are not only in the best interest of contracting parties, but also of society as a whole.

This new article has been interpreted in several ways, one being that it undermines the guarantees available to contracting parties. Reale (2004), however, claims that the New Civil Code is not in conflict with pacta sunt servanda.  He claims that the “social function of the contract” imperative establishes that contracts cannot be used in support of abusive activity that would cause damage to the other party or to third parties.
Timm (2006) argues that innovation in the New Civil Code was more of a qualitative than quantitative nature, but has nevertheless produced a relevant effect on the principles of Brazilian contract law, as it has explicitly made provisions for objective good faith, damage, abuse of rights, “excessive onerosity”, and the social function of the contract. Timm found that the social function of the contract is viewed by many legal scholars and judges as a limitation to the freedom of contract, and notes that, “basing their decisions on the social function of the contract, some judges have revised contracts in pursuit of the political argument of protecting the weak from the strong and the collective from the individual” (p. 19).

According to Delgado (2006), Article 421 of the New Civil Code, which codifies the social function of the contract, further expands judges’ capacity to protect the weakest contracting party that may be subject to economic pressure or to the injurious effects of abusive clauses; that is, it broadens the power of judges and justices.
Delgado also discusses the theory of unforeseen circumstances
 (provided for under Article 478 of the New Civil Code), which was devised as a mechanism to reduce the severity of the pacta sunt servanda doctrine in the event of an unforeseen, sudden change in the conditions under which the contract was entered into. First devised and accepted in France during World War I, the theory of unforeseen circumstances may be applied when three conditions are met: firstly, the terms of the contract must have been radically affected by unpredicted and unpredictable circumstances. Secondly, one party must be faced with unexpected, unjustified benefits as a result of this turn of events, and thirdly, the other (or another) party must, also as a result of this change in circumstances, have incurred a burden so excessive that performance under the original terms of the contract becomes impossible or unbearable.
Legal intervention may clearly be necessary in certain cases. However, reviewing or nullifying established contracts may cause an increase in uncertainty – and, consequently, in transaction costs – to all agents.
3 METHODS
Section 4, about dispute resolution mechanisms, was based on a literature review, on qualitative (interviews) and quantitative study of Goiás Court of Justice rulings in cases concerning breach of soybean forward contracts.
Section 5, on economic instability, describes the portion of our study that dealt with the consequences suffered by farmers following conflict with purchasers. This line of research was complemented by qualitative interviews of company representatives, conducted two years after the breach of contract episode. 
The field research portion of our study consisted of the following
:
- Qualitative survey of agribusiness players;
- Quantitative survey of growers;
- Quantitative study of court decisions.
The first study phase involved qualitative interviews with farmers, entrepreneurs, lawyers, and trade association representatives. This line of research sought to create a profile of farmers and purchasers, in order to add context and depth to study of the sector, and particularly to identify the main perceived challenges to contract performance. As well as location visits, this stage of the study involved meetings with small groups, meant to provide suggestions and validate preliminary results.
After two years, industry representatives were once again interviewed in order to gather evidence of sector instability following the court decisions. Data collected through these interviews was used in compiling the final chapter of this study.

Results of the qualitative portion of the study were used to devise a roadmap for farmer data collection, seeking to identify: contract characteristics; which changes were made to contract incentives and penalties over the preceding three years; whether strategies adopted by soy purchasers were altered after breach of contract episodes and subsequent court rulings; and, finally, which private conflict resolution mechanisms arose from these events.

Seventy questionnaires were administered, to soy growers who made at least one forward sale during the three harvests preceding our study (2002/2003, 2003/2004, and 2004/2005).  
Information was distributed by state as follows: 68% came from the state of Goiás, 15% from Mato Grosso, 13% from Paraná, and 4% from Rio Grande do Sul, Mato Grosso do Sul, Bahia, and Maranhão. Questionnaires were applied from September through November 2005
.

Results were analyzed through basic descriptive statistics: measures of central tendency and frequency distribution (of responses) were presented in graphs and tables.
Data collection on Appeal decisions was conducted online, initially at the websites for the Goiás, Mato Grosso, Mato Grosso do Sul, and Paraná state courts.
Just Civil Appeals of cases involving breach of soybean sale and purchase contracts were considered. Interlocutory appeals and motions for attachment were not included. Appeals only partially granted were also not admitted to the study sample, and neither were those with pending procedural issues, as they were not representative of an eventual court decision on the merits of the case.
The only state in which there were enough cases meeting the sample criteria to provide accurate comparison of rulings was Goiás; as interviews also suggested a greater number of contractual conflicts occurring in the state, we chose to follow lawsuits filed in the Goiás Court of Justice. We conducted online searches for rulings up to September 2007. During the study period, we tabulated 161 decisions, the earliest from November 2003 and the most recent from August 2007.
3.1 Sample characteristics
The sample is composed of 161 Appeal decisions (Addendum A) from the Goiás Court of Justice. Abstracts of appeal decisions were available online for all cases. The full text of the judgment (Inteiro teor do Acórdão), containing a brief report of the case, the name of judges and their vote was also available online for 77 of them, and 64 were obtained directly from Goiás Court of Justice in Goiânia. It was not possible to obtain the full text of 20 decisions, which were still being digitized and were therefore unavailable.
Each appeal decision is compounded by the vote of three judges. By the analysis of the full text of the judgments, the name and the vote of each judge was identified. This made it possible to look for characteristics common to judges associated to one or another behavior.  

The Department of Human Resources of the Goiás Court of Justice provided information about Appeal Court Judges (Desembargador), like: 
· age; 
· year of commencement  at Goiás Court of Justice; 
· if they were promoted from the City level (First Instance) to Court of Appeal by merit, time or for other reasons;

· the geographical origin
. 
In this sample, Appeal Court Judges decided 87% of the lawsuits; substitute judges decided the other 13%. 

As there is a difference about the amount of information obtained from Appeal decisions, the cases will be analyzed as separate samples: A, B, and C.
3.2 Analysis of results
Results will be treated with the following statistical tools:
· Descriptive statistics: graphs or tables presenting measures of central tendency and frequency distribution.
· Inferential statistics: regression analysis using limited dependent variable models, with court decisions at several levels as dependent variables: 

· Lower court decision;
· Appeal decision;
· Individual vote by Judge; 
· Individual vote by Appeal Court Judge.
Court decisions on these cases were considered as having a binary outcome, that is, they could take on one of two values: favorable to enforcement of the contract or not, favoring farmers. The ruling or Court decision is therefore a limited dependent variable (LDV), that is, its range is restricted. 
Values were as follows:
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The probit model was used to measure the extent to which each explanatory variable affects the probability of the contract being enforced, ceteris paribus, as shown in Equation 1:
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The econometric model is presented on Addendum B. The regression analysis was conducted on Stata software package, version 9, the results are on Addendum C.

4 DISPUTE PREVENTION AND RESOLUTION MECHANISMS
During study development, private mechanisms were identified to prevent disputes and public mechanisms to resolve them – namely, judicial decisions.
Private mechanisms for dispute prevention and resolution may be formal or informal, that is, they may or may not be formally provided for in the text of the contract.

Farmers who chose to keep their contracts claimed they did so in order to safeguard their reputations. The soy market involves yearly renegotiation, and growers fear retaliation – in the form of economic sanctions – on the part of purchasers in negotiations subsequent to a contract breach. 

In long-term contractual relationships, punishment for breach of contract does not necessarily depend on a third party: as actions in such relationships are self-controlled, punishment may consist on the end of the relationship. Therefore, if one party breaches a contract, it will be punished by the other party, which will refuse to enter into any contract with it again. The decision to cooperate or not cooperate is based on current and future value of the relationship (Baker, Gibbons and Murphy, 2002).

According to interviewees, in cases involving advance payment, some lawyers advised farmers to perform under the contract, as they believed the courts would rule in favor of the buyer. This demonstrates that, when property rights are clearly defined, the judicial system sends out certain “signals”, leading to a lower demand for litigation.

Formal, public conflict resolution is based on court decisions. A multitude of conflicts has led to lawsuits being filed by farmers and purchasers/traders seeking a definition of property rights. 

As described in the “Methods” section, 161 Appeal decisions of the Goiás Court of Justice were analyzed. Descriptive statistical analyses and econometric analyses were carried out; these are detailed below.
4.1 Descriptive statistical analyses
The decisions analyzed in this study were Civil Appeals
, known in the Brazilian legal system as Appeal decisions
. The review of these appeals also permits identification of Court of First Instance decisions. Table 1 shows the frequency and percentage of decisions favorable to growers and those favorable to the industry (soybean buyers) in First and Second instance.  
Table 1 – Frequency and percentage of lower and appellate court decisions
	
	First Instance decision
	Appeal decision

	
	Freq.
	%
	Freq.
	%

	Farmers
	60
	37%
	84
	52%

	Buyers
	101
	63%
	77
	48%

	Total
	161
	100%
	161
	100%


Chart 1 shows decisions favorable to enforcement of the contract on appeal and compares each to its respective lower court decision. This allows observation of how decision patterns shifted over time, and shows which First Instance decisions were reversed on appeal. 
Graph 1 – Appeal decisions in favor of enforcing contract, per semester, and respective lower court decisions
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In the Court of First Instance, a single judge gives a decision about the case. Brazilian states are divided into judicial districts of Court of First Instances, known as comarcas. Goiás has 119 such districts, 14 of which referred lawsuits concerning soybean forward contracts to the Goiás Court of Justice during the study period.
The districts of Itumbiara and Edéia referred the most lawsuits to the Court of Justice. The Edéia courts also held the highest percentage of rulings favorable to soybean growers: its judges ruled in favor of the farmers in 68% of cases. Conversely, all similar cases filed in Itumbiara were ruled in favor of buyers (100%).
Based on the data obtained, it is not possible to state with certainty whether one district was host to more conflicts than others were. A higher caseload or greater volume of relevant rulings from a given district may simply be indicative of faster courts or more judges working
.

If a party feels wronged after a decision from a First Instance Court, it may appeal to the State Court of Justice, where the decision can be reviewed. In the Goiás Court of Justice the suit is a Civil Appeal
.
The Civil Appeals are judged in “Civil Chambers”. There are four Civil Chambers with five or six Appeal Court Judges in each. Once received by the Court of Justice, a suit is electronically sorted to a Civil Chamber. This computerized assignment is meant to balance out Chamber caseload and prevent appellants from choosing the panel before which their case will be judged. Table 2 shows how many lawsuits from the sample were decided by Civil Chamber and how its judges decided.
Table 2 –Decisions of the Goiás Court of Justice by Civil Chamber

	Civil Chamber
	Decisions in favor of
	Total

	
	Grower
	Buyer
	

	1st
	N
	36
	2
	38

	
	%
	94.7%
	5.3%
	100%

	2nd
	N
	1
	32
	33

	
	%
	3.0%
	97.0%
	100%

	3rd
	N
	40
	8
	48

	
	%
	83.3%
	16.7%
	100%

	4th
	N
	7
	35
	42

	
	%
	16.7%
	83.3%
	100%

	Total
	N
	84
	77
	161

	
	%
	52.2%
	47.8%
	100%


It is clear from the data presented in Table 2 that judges on the soy forwards contracts conflict are divergent. Seeking to understand the diversity of opinions on similar conflicts, the arguments presented in Appeal decisions were analyzed. 

Judges may present several arguments in their opinion of an appeal; simplification was necessary in order to quantify the frequency of such arguments. It was chosen just one argument that best represented each judgment. 
The selected arguments were:
For Appeal decisions in favor of farmers:
· New direction of contract theory
· Illegitimacy of Rural Product Bond
· Theory of unforeseeable circumstances
· Consumer Protection Code
For Appeal decisions in favor of the industry (buyers/traders):
· Inapplicability of the theory of unforeseeable circumstances
· Legitimacy of Rural Product Bond
· Inapplicability of Consumer Protection Code
The classification of arguments of rulings, considering no more than one argument per judgment, is shown in Table 3. 
Table 3 – Frequency and percentage of arguments presented in appeals decided in favor of farmers and buyers

	In favor of farmers

	Argument
	N. of times cited
	%

	New direction of contract theory
	63
	75%

	Illegitimacy of Rural Product Bond
	13
	2%

	Theory of unforeseeable circumstances
	4
	15%

	Consumer Protection Code
	2
	7%

	Total
	84
	100%

	In favor of buyers/traders

	Argument
	N. of times cited
	%

	Inapplicability of the theory of unforeseeable circumstances
	71
	92%

	Legitimacy of Rural Product Bond
	4
	5%

	Inapplicability of Consumer Protection Code
	2
	3%

	Total
	77
	100%


In the sample, 75% of rulings in favor of farmers were based on arguments grouped under “new direction of contract theory”, that is, those based on the principles of the social function of the contract, good faith, and economic balance, as provided for in articles 421 and 422 of the New Brazilian Civil Code.

The argument most frequently presented in rulings favoring buyers/traders was that the theory of unforeseeable circumstances did not apply. In 92% of these cases, judges decided that the change in prices could not be considered unforeseen, so it did not constitute ground for contract termination.

After a case is allotted to a Civil Chamber, a council of Judges (Turma julgadora) is assigned to it. Such council is composed of three judges; one of them will be the Judge-rapporteur (Relator). 
The Judge-rapporteur is responsible for analyzing each case and to judge according to the arguments believed most appropriate. During the judgment, the reporting judge provides a brief report of the case and gives his/her vote. The other councillors are free to concur with or to dissent from Judge-rapporteur’s arguments. If the other two judges disagree, one of them is designated to replace the Judge-rapporteur and has to present a new abstract and the full text of the judgment.  
As expected, most Judges (64%) voted consistently in favor of growers or in favor of buyers in 100% of the cases. This evidence motivated the search for common characteristics to either trend.  
The sample has the following characteristics:

· Appeal Court Judges decided 87% of cases and substitute judges (Judges at First Instance) decided 13%,
· Twenty-one Appeal Court Judges were involved in the rulings studied, ranging in age from 44 to 69,

· Time on the bench varied; the most senior Judge had commenced in the Goiás State Court of Justice in 1998, and its most recent members joined in 2007. 
· Appeal Court Judges may be promoted for three reasons – seniority (which accounted for 32% of promotions in the sample), merit (also 32%), or administrative decision (36%).
· Most Appeal Court Judges (71%) were from Goiás. The remaining 29% were from neighboring Tocantins (14%) and the Southeastern states of Minas Gerais, São Paulo, and Rio de Janeiro (5% from each).
Decisions of the Superior Court of Justice
The first Supreme Court decision on soybean forward contracts was on February, 2006
. This decision and following ones have maintained those contracts.
It was found 20 relevant Special Appeals and only 8 decisions. It is a small number, however, it is possible to observe a growing body of jurisprudence in favor of enforcing such contracts. This trend explains changes in judge decisions after February 2006, as detailed in the next section.

Statistical and econometric analysis
As noted in the “Methods” section, the 161 rulings were analyzed in three different ways (A, B, and C)
, as following:
Sample A

Sample A comprises 161 observations. Two regressions were conducted on its variables. The first test, A1, was meant to assess whether the variables Goiás-based company and advance payment or provision of supplies from buyer have any effect on First Instance Court decisions.
The model:
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Dependent variable: First Instance Court decision (Dummy: 1 = enforcement of contract; 0=termination of contract, that is, favoring the farmer) 

Explanatory variables:
· Advance payment or provision of supplies (Dummy: Yes= 1; No= 0);
· Goiás-based company (Dummy: Yes= 1; No= 0).
The second regression, A2, has the Appeal decision as its dependent variable. The model is as follows:

[image: image5.wmf]01234

567

89

(1)

argarg

GObasedadpaymentyearitumbiara

PAppealDecisionxEdeiaunanfollowingJudgeR

apVote

oralfarmerlawyeroralbuyerlawyer

bbbbb

bbb

bb

+++++

æö

ç÷

==F++-

ç÷

ç÷

++

èø


Dependent variable: Appeal decision (Dummy: enforcement of contract=1; termination of contract=0); 

Explanatory variables:

· Goiás-based company (Dummy: Yes=1; No=0);

· Advance payment or provision of supplies (Dummy: Yes= 1; No= 0);

· Year decided (2003, 2004, 2005, 2006, or 2007);

· Lawsuit from the Itumbiara district (Dummy: Yes=1; No=0);

· Lawsuit from the Edéia district (Dummy: Yes=1; No=0);

· Unanimous decision (Yes=1 or No=0);

· Decision following Judge-rapporteur’s vote (Yes=1 or No=0);

· Oral argument by farmer’s lawyer (Yes=1 or No=0);

· Oral argument by buyer’s lawyer (Yes=1 or No=0);

Sample B

Sample B contains 419 observations, because it includes the vote and argument of each of the three judges that compose the council, even those who dissented from the opinion
.
This sample seeks to test, through probit regression, the influence of the following variables on a judge’s individual vote: 
Dependent variable: Individual vote by Judge;

Success: Enforcement of contract; 

Independent dummy variables: 

· Role of judge in the council (Judge-rapporteur =1 or Councillor =0);

· Position (Court Appeal Judge =1 or Substitute Judge=0);

· Gender (Male=1 or female=0); 

· Decision following Judge-rapporteur’s vote (Yes=1 or No=0);

· Unanimous decision (Yes=1 or No=0);
· Oral argument by farmer’s lawyer (Yes=1 or No=0);
· Oral argument by buyer’s lawyer (Yes=1 or No=0);
· Contract involved advance payment or provision of supplies to grower (Yes=1 or No=0);

· Decision postdates first Supreme Court decision (>02/2006) (Yes=1 or No=0).

The model:
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Sample C

The same procedure was used on Sample C, but in this case the dependent variable is the vote of only Appeal Court Judges; variables related to their personal characteristics were therefore included. The sample consisted of 303 observations. The model is as follows:

Dependent variable: Individual vote by Appeal Court Judge 

Success: enforcement of contract
Independent variables:
· Year of commencement at Court of Appeal;

· Age;

· Promoted for merit (Dummy: Yes=1 or No=0);

· Role of judge in the council (Judge-rapporteur =1 or Councillor =0);

· Unanimous decision (Dummy: Yes=1 or No=0);
· Decision following Judge-rapporteur’s vote (Yes=1 or No=0);

· Oral argument by farmer’s lawyer (Dummy: Yes=1 or No=0);
· Oral argument by buyer’s lawyer (Dummy: Yes=1 or No=0);
· Contract involved advance payment or provision of supplies to grower (Dummy: Yes=1 or No=0);
· Decision postdates first Supreme Court decision (>02/2006) (Dummy: Yes=1 or No=0).

The model is therefore:
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Results
Table 4 presents the results of regressions A1, A2, B, and C. Complete output is available in Addendum C.
Table 4 – Consolidated regressions
	
	A1
	A2
	B
	C

	Advance payment/ supplies
	0.058155
	1.190449**
	1.331277***
	1.505138***

	Goiás-based company
	0.783418***
	0.3013074
	
	

	Year of decision
	
	0.404383***
	
	

	Itumbiara district
	
	0.384746
	
	

	Edéia district
	
	0.3441786**
	
	

	Unanimous decision
	
	-0.1722546
	-0.4585166**
	-0.7609494**

	Decision following Judge-rapporteur’s vote
	
	0.1149833
	0.3023516
	0.3461321

	Oral argument (farmer’s lawyer)
	
	-0.2519262
	-0.2525274
	-0.1128172

	Oral argument (buyer’s lawyer)
	
	0.2405627
	0.602107***
	0.586536***

	Role of judge in the council 
	
	
	0.0735059
	0.0341564

	Position
	
	
	0.542470***
	

	Gender
	
	
	0.3131007
	

	Decision postdates the  first Supreme Court decision
	
	
	0.524855***
	0.4203435**

	Year of commencement at Court of Appeal
	
	
	
	0.203200***

	Age of  Appeal Court Judge
	
	
	
	-0.0162938

	Promoted for merit
	
	
	
	0.4102018**

	Constant
	-.066788
	-811.3728
	-1.087678
	-406.1748


The only significant variable in regression A1 was company location (Goiás-based or not). Testing indicates that, when the company is indeed Goiás-based, the probability that the contract will be upheld in First Instance Courts, ceteris paribus, is 76.4%. If the company is not local (=0), the probability drops to 47.4%. 
In 53% of cases in the sample, companies listed as parties were headquartered in Goiás. Such companies include Caramuru, Selecta, and Cooperativa Mista dos Produtores Rurais do Sudoeste Goiano (COMIGO).

The following companies found in the sample operate in Goiás, but are headquartered elsewhere (either in other Brazilian states or abroad): Cargill, ADM, Bunge, Comercio e Indústrias Brasileiras S/A (Coinbra), Cooperativa dos Agricultores da Região de Orlândia (Carol), and ABC Indústria e Comercio S/A.
In regression A2, variables year of decision and lawsuit from Edéia district reached statistical significance. Data suggest that the probability of the contract being upheld increased steadily with each passing year. Yearly probabilities may be found in Table 5.
Table 5 – Probability of ruling in favor of contract enforcement for the years 2003, 2004, 2005, 2006, or 2007, ceteris paribus
	Year
	2003
	2004
	2005
	2006
	2007

	Appeal Decision=1
	18.34%
	30.29%
	46.27
	62.07%
	76.79%


Whether or not a company was Goiás-based proved insignificant on appeal. The significance of a company being local rather than domestic or multinational to lower courts is presumed due to social pressur placed on City level judges. A ruling in favor of growers – that is, in favor of terminating a contract – could force a company out of business in the area, with negative effects for all local agents.
Sample B has judges’ individual vote as dependent variable. The following variables were found to be significance: position, unanimous decision, oral argument by company lawyer, contract involved advance payment/supplies, and whether decision predated or postdated the first Supreme Court ruling on the matter. As indicated by the coefficient sign, unanimity of decision was the only variable negatively correlated with a judge’s vote to uphold the contract. Probabilities are displayed in Table 6.
Table 6 – Probability of a judge voting in favor of contract enforcement according to value of the variables: position, unanimous decision, oral argument by buyer’s lawyer, advance payment or provision of resources, and decision postdating or predating first Supreme Court ruling on the matter, ceteris paribus
	Significant variable
	Probability with value = 0
	Probability with value = 1

	Judge’s Position
	29.51%
	50.15%

	Unanimous decision
	62.16% 
	44.08%

	Oral argument (buyer’s lawyer)
	43.43%
	66.88%

	Advance payment/ provision of supplies
	44.07%
	88.14%

	Decision postdates first SC decision (Feb ’06)
	40.07%
	60.77%


Values indicate that rulings by Appeal Court Judges are more likely to favor enforcement of the contract than those by substitute judges. On the other hand, the probability of a result favoring enforcement of the contract was lower in unanimous opinions than it was in opinions where judges dissented. 
The likelihood of a favorable judgment also increased, from 43 to 67%, when the buyer’s lawyer made an oral argument during the judgment. 
The variable most likely to alter the outcome of the decision was whether the contract involved an advance payment or provision of supplies at the time of signing. Contracts involving forward payment were 88% likely to be enforced on appeal, while contract modalities not involving such payment (or provision of supplies) were only 44% likely to be upheld by the court.

After February 2006, when the Supreme Court issued a ruling in favor of enforcing a soybean forward contract, Judges were more likely to rule in a similar manner (61%, versus 40% before the SC decision). 

Sample C featured just the individual vote of Appeal Courts Judges as its dependent variable. Variables reaching statistical significance were: year of commencement at the Appeal Court, promotion for merit, unanimous decision, oral argument by the company (buyer’s) lawyer, whether the contract involved advance payment or provision of resources, and whether decision predated or postdated the February 2006 (SC). Probabilities for each variable value (0 or 1), ceteris paribus, may be found in Tables 7 and 8. 
Table 7 – Probability of an appellate judges voting in favor of contract enforcement according to value of the variables: promoted for merit, unanimous decision, oral argument by buyer’s farmers, advance payment/supplies, and date of ruling relative to first SC decision, ceteris paribus
	Significant variable
	Probability with value = 0
	Probability with value = 1

	Promoted for merit
	37.57%
	53.72%

	Unanimous decision
	68.13% 
	38.60% 

	Oral argument (buyer’s l)
	38.42% 
	61.48% 

	Advance payment/ provision of supplies
	39.03% 
	89.00% 

	Decision postdates first SC decion (Feb ’06)
	36.97%
	53.49% 


Table 8 – Probability of an appellate justice who joined the Court in 2003, 2004, 2005, or 2006 voting in favor of contract enforcement, ceteris paribus
	Year of Commencement at Appeal Court
	1998
	2000
	2002
	2004
	2005
	2006

	Vote=1
	15.44%
	27.05%
	41.88%
	57.98%
	65.71%
	72.84%


Appeal Court Judges promoted for merit appeared more likely to rule in favor of enforcing contracts (53%, versus 37% for those ones promoted due to seniority or administrative decisions).
The unanimous decision, oral argument, advance payment, and year of decision variables behaved as they did in the model B, it was expected, since 87% of cases were decided by Appeal Court Judges.
Another relevant factor was the year of commencement at Appeal Court: the probability of upholding contracts increased steadily with more junior judges – those who joined the Court in 1998 had a 15% chance of ruling in favor of farmer, while those who joined the bench in 2006 were 73% likely to decide in favor of enforcement the contract. It must be noted that the age variable was not significant – in fact, age was inversely correlated .
5 EFFECT ON STABILITY OF THE ECONOMIC ENVIRONMENT
After identifying the conflict and the results of court decisions, this section seeks to present some of their effects on the economic environment, as reported by farmers and by representatives of companies operating in Goiás.
In a workshop
 attended by farmers, entrepreneurs, and legal professionals June 2005,  soy farmers reported as effects of breach of contract: a decrease in soybean purchases and a complete absence of forward contract offers. Another consequence of conflicts between growers and buyers was the credit reduction and subsequent reduction in rural output; according to workshop participants, government credit is simply not enough to maintain production levels.
The quantitative survey of growers about contracts signed in 2002/2003, 2003/04 and 2004/05 harvests pointed out a drop of 44% fixed-price contracts between the 2003/04 end 2004/05 harvests. There was also a reduction in those involving advanced payment, but to a lesser extent. Contracts involving supply advances remained constant.
In the quantitative survey, growers were asked about the after effects of breach of contract episodes; Table 9 shows the consequences suffered by growers. Half of farmers interviewed claimed that credit collateral requirements were more stringent in the 2005 harvest, 46% stated that negotiation with buyers became more difficult, and 30% entered into fewer forward contracts.
Table 9 – Effects of breach of contract on soy growers interviewed
	Consequences of other farmers breaching their contracts
	% growers

	More stringent collateral demands from lenders
	50%

	Negotiation with buyers is more difficult
	46%

	Less forward contracts as compared to previous harvests
	30%

	Less resources available to finance harvest
	27%

	No appreciable effect
	19%

	Reduction in farmed area
	11%

	Reduction in grain sales
	11%


Interviewees noted that Cargill closed its operation in Edéia, a town in which several breach of contract episodes occurred; furthermore, the empirical study of court rulings showed that most decisions from Edéia district were in favor of farmers. As early as 2004, the press reported that companies were restructuring contractual operations that did not involve advance payment or provision of supplies.
A feature in Gazeta Mercantil (2004) reported that forwards accounted for nearly 60% of soybean purchases in Brazil, and that almost one million tons of soybean failed to be delivered in the 2003/04 harvest at an estimated loss of 1.2 billion Brazilian reais. The same feature commented on the closure of a Cargill warehouse in Edéia and noted that Cargill was suspending the use of such contracts. Coinbra, another grain company, was also noted as having abolished the use of forward contracts due to legal uncertainty. The report closes by claiming Goiás would be hit the hardest by such corporate decisions, as “40 to 50% of the Goiás harvest is traded through this type of operation
”. 
As shown in analysis results, companies’ local have significantly influenced First Instance decisions, while they held no sway on appeal. This is probably due to social pressure, which is more substantial on lower court judges; a ruling in favor of terminating a contract could lead to companies shutting down their local operations, as Cargill did in Edéia, with negative consequences for all agents.
The situation was markedly different in Itumbiara, where Caramuru is headquartered: all local court decisions were in favor of enforcing forward contracts. This social pressure may be attributed to factors demonstrated in town statistics: agriculture accounted for 60% of the Edéia GDP in 2004, while it contributed with no more than 7% of the Itumbiara GDP; industry accounts for half of the latter (Goiás, 2005 and IBGE, 2004).
Most companies interviewed claimed to no longer use fixed-price forward contracts without advance payment or provision of supplies. They did claim to continue using contracts involving advance payment and provision of supplies and resources, as, according to company representatives, few courts ruled in favor of their annulment. The empirical portion of this study corroborated this.
Goiás’s two major agricultural companies, Selecta and Caramuru, were interviewed and stated positions similar to those of other interviewees. Prior to contract conflicts, fixed-price forwards accounted for 40% of Selecta purchases; after breach episodes, the company switched to using financing contracts alone. There was a substantial narrowing of credit distribution, however – Selecta now extends credit to 60% less farmers than it did before. The company chose to sever its dependence on forwards contracts. Financing contracts (with carefully selected growers) now account for only 22% of purchases; the remainder is bought on the spot market. The company estimates a 15% reduction in farmed area was caused by the ensuing credit crunch. Around 140 lawsuits were filed with Selecta as a named party; the company chose to forego litigation and settle after an appellate decision. 
When interviewed, Caramuru representatives claimed that 10% of fixed-price forward contracts not involving advance payments for the 2003/4 harvest were breached; only 1.6% of contracts involving advance payment or provision of supplies were breached. The company has therefore suspended use of the contract without advance payment and has reduced the financial/supply volume in 30%. 
The Dreyfus company returned to forward contracts for the 2007/2008 harvest, but on a smaller scale and only with carefully selected growers as parties.
6 CONCLUSIONS
Soybean forward contracts have proven ineffective as a mechanism to mitigate the impact of substantial price fluctuations. Companies interviewed claimed to no longer use fixed-price soybean forward contract, only those involving advance payment and provision supplies – and, even so, with reformulated credit criteria. Demands for collateral have become far more stringent, as has monitoring of rural output. Furthermore, credit is only extended to farmers in a good financial position with a perfect reputation in the soy market. 

On interviewing soy growers and industry representatives, it has been found that forward contracts were widely used without incident until 2002/2003 and 2003/2004 harvests, at which time spot prices far exceeded those originally agreed upon, running opposite to the pattern of previous years. External shocks – high Chinese demand for soybeans and U.S. harvest losses – altered the contractual relationship, leading some growers to believe breaching the contracts would be more advantageous than performing under their terms. Such farmers chose short-term profits over long-term gains that could have resulted from maintaining a strong relationship with the industry and soy traders. 
Many other growers, however, felt unfairly punished by companies, which they claim responded indiscriminately to contract breaches and “lashed out” against all soy farmers, even those who had always honored contracts. According to interviewees, the number of breached contracts was quite small when compared to those honored. There is no consensus on an actual figure, which varies widely – between 0 to 70% – according to farmers’ perceptions.
Most farmers interviewed for the present study claimed to have suffered ill effects due to other growers breaching their contracts. The most oft-cited general consequences were companies’ greater demands for collateral, greater difficulty in negotiating with companies, and a reduction in the volume of traded forwards. 
According to growers and industry alike, this drop in forward trading was due to three reasons, namely: 1) low price of soy because of over supply; 2) growers’ expectations that prices would rise during the season, as they did in 2003 and 2004; and 3) contracts having been breached by growers in the two previous harvest seasons.

It was found that soy buyers and traders entered into fewer forward contracts in the year following the breach of contract episode than they had in the year before these events. It is unclear whether there is a causal relationship between this decrease and the judicial insecurity. 
The quantitative study of court decisions showed a marked disparity between lower (first instance) and appellate court rulings on the soybean forwards conflict; divergences were even found between Chambers of the Goiás Court of Justice. The researcher data is a prime example of the unpredictability of the Brazilian legal system.

Contracts exist as a means of reducing and safeguarding against uncertainty; nevertheless, in these cases, contracts were fragile and unable to fulfill this purpose, largely due to an unstable institutional environment. Reduction in the number of forward contracts used by companies and traders, more stringent demands of collateral to ensure performance under the terms of contracts, and a selection process used to screen which growers are less likely to breach them were put in place as private conflict resolution mechanisms, but their use led to increased transaction costs for both parties.

The manner in which courts rule on breach of contract markedly affects organizational strategy. The results of this study are corroborated by theory, which states that, when the “rules of the game” are unclear to agents, there is uncertainty, increased transaction costs in negotiation, and a greater relevance of economic sanctions.
Is bears repeating that the judicial system influences the business environment, as court decisions have repercussions in the actions of private agents. When a judge or justice rules in favor of the disadvantaged party in a lawsuit, this produces secondary effects leading to a decrease in the use of contracts, which in turn makes future negotiations more difficult and complex for all involved. In this case, companies become fearful of negotiation, as they are unable to rely on the Law to ensure that contracts would be honored. This disregard for secondary economic effects of rulings and decisions may be interpreted as “economic shortsightedness” on the part of the Judiciary.
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ADDENDUM A – The RULINGS OF sample
	Sample Number
	Civil chamber
	Date of judgment
	Judge-rapporteur (RELATOR)
	Civil Appeal Number
	Lawsuit Number
	Countryside districts

	1
	1
	18/11/2003
	DR(A). CARLOS ALBERTO FRANCA
	71080-0/188
	200301188763
	ITUMBIARA

	2
	2
	9/12/2003
	DES. GILBERTO MARQUES FILHO
	72061-8/188
	200301394843
	ITUMBIARA

	3
	1
	9/12/2003
	DR(A). CARLOS ALBERTO FRANCA
	71512-4/188
	200301375717
	ITUMBIARA

	4
	3
	16/12/2003
	DES. JOAO WALDECK FELIX DE SOUSA
	71851-5/188
	200301664115
	ITUMBIARA

	5
	3
	16/12/2003
	DES. JOAO WALDECK FELIX DE SOUSA
	71999-0/188
	200301394720
	ITUMBIARA

	6
	3
	30/12/2003
	DES. NELMA BRANCO FERREIRA PERILO
	71331-0/188
	200301425773
	ITUMBIARA

	7
	2
	12/2/2004
	DES. ALFREDO ABINAGEM
	71854-0/188
	200301375776
	ITUMBIARA

	8
	1
	17/2/2004
	DES. LEOBINO VALENTE CHAVES
	73079-2/188
	200301836870
	ITUMBIARA

	9
	1
	2/3/2004
	DR(A). CARLOS ALBERTO FRANCA
	71842-7/188
	200301375830
	ITUMBIARA

	10
	3
	25/3/2004
	DES. JOAO WALDECK FELIX DE SOUSA
	71420-0/188
	200301425595
	ITUMBIARA

	11
	3
	25/3/2004
	DES. NELMA BRANCO FERREIRA PERILO
	73404-5/188
	200301895591
	ITUMBIARA

	12
	3
	25/3/2004
	DES. JOAO WALDECK FELIX DE SOUSA (REDATOR)
	73303-2/188
	200301895559
	ITUMBIARA

	13
	4
	15/4/2004
	DR(A). SANDRA REGINA TEODORO REIS
	72657-8/188
	200301673505
	ITUMBIARA

	14
	4
	15/4/2004
	DR(A). SANDRA REGINA TEODORO REIS
	71676-0/188
	200301375890
	ITUMBIARA

	15
	1
	20/4/2004
	DES. LEOBINO VALENTE CHAVES
	74080-8/188
	200302378680
	MINEIROS

	16
	2
	29/4/2004
	DES. GERALDO SALVADOR DE MOURA
	72460-8/188
	200301394789
	ITUMBIARA

	17
	2
	4/5/2004
	DES. GILBERTO MARQUES FILHO
	74270-0/188
	200302361817
	ITUMBIARA

	18
	4
	20/5/2004
	DES. ALMEIDA BRANCO
	71708-6/188
	200301375687
	ITUMBIARA

	19
	1
	22/6/2004
	DES. LEOBINO VALENTE CHAVES
	76216-7/188
	200400247652
	ITUMBIARA

	20
	2
	19/8/2004
	DES. GILBERTO MARQUES FILHO
	77443-3/188
	200400674364
	SANTA HELENA DE GOIAS

	21
	3
	19/8/2004
	DR(A). MIGUEL D'ABADIA RAMOS JUBE (REDATOR)
	75130-3/188
	200302642832
	ITUMBIARA

	22
	3
	19/8/2004
	DR(A). MIGUEL D'ABADIA RAMOS JUBE (REDATOR)
	76038-7/188
	200400247709
	ITUMBIARA

	23
	2
	24/8/2004
	DES. GERALDO SALVADOR DE MOURA
	71641-0/188
	200301490788
	ITUMBIARA

	24
	4
	9/9/2004
	DR(A). G. LEANDRO S. CRISPIM
	79404-1/188
	200401187211
	EDEIA

	25
	4
	16/9/2004
	DES. ALMEIDA BRANCO
	79786-2/188
	200401258267
	EDEIA

	26
	1
	21/9/2004
	DR(A). JEOVA SARDINHA DE MORAES
	77522-7/188
	200400701302
	EDEIA

	27
	3
	23/9/2004
	DES. WALTER CARLOS LEMES
	79843-7/188
	200401275056
	EDEIA

	28
	1
	24/9/2004
	DES. LEOBINO VALENTE CHAVES
	80876-7/188
	20040154399
	EDEIA

	29
	1
	24/9/2004
	DR(A). JEOVA SARDINHA DE MORAES
	79859-2/188
	200401340591
	EDEIA

	30
	3
	5/10/2004
	DES. FELIPE BATISTA CORDEIRO
	79228-8/188
	200401117434
	SANTA HELENA DE GOIAS

	31
	3
	9/11/2004
	DES. JOAO WALDECK FELIX DE SOUSA
	80959-3/188
	200401580290
	EDEIA

	32
	3
	9/11/2004
	DES. WALTER CARLOS LEMES
	80793-0/188
	200401544022
	GOIATUBA

	33
	2
	11/11/2004
	DES. ALFREDO ABINAGEM
	80668-8/188
	20040151801
	EDEIA

	34
	2
	11/11/2004
	DES. MARILIA JUNGMANN SANTANA
	80641-8/188
	200401518285
	EDEIA

	35
	4
	18/11/2004
	DES. ALMEIDA BRANCO
	81941-4/188
	20040177249
	SANTA HELENA DE GOIAS

	36
	1
	30/11/2004
	DES. LEOBINO VALENTE CHAVES
	82254-6/188
	200401832885
	EDEIA

	37
	3
	7/12/2004
	DES. JOAO WALDECK FELIX DE SOUSA
	82160-5/188
	200401825757
	EDEIA

	38
	1
	14/12/2004
	DES. JURACI COSTA
	81059-5/188
	200401624085
	EDEIA

	39
	1
	14/12/2004
	DES. JOAO UBALDO FERREIRA
	82295-0/188
	200401832893
	EDEIA

	40
	4
	16/12/2004
	DES. CARLOS ESCHER
	82192-0/188
	200401833083
	EDEIA

	41
	1
	21/12/2004
	DES. JOAO UBALDO FERREIRA
	82245-8/188
	200401832907
	EDEIA

	42
	4
	23/12/2004
	DES. ALMEIDA BRANCO
	83122-9/188
	200402057656
	EDEIA

	43
	1
	22/2/2005
	DES. LEOBINO VALENTE CHAVES
	83425-7/188
	200402118990
	JOVIANIA

	44
	1
	22/2/2005
	DES. LEOBINO VALENTE CHAVES
	83442-5/188
	200402118736
	GOIATUBA

	45
	1
	22/2/2005
	DES. LEOBINO VALENTE CHAVES
	82254-6/188
	200401832885
	EDEIA

	46
	4
	24/2/2005
	DES. ALMEIDA BRANCO
	84067-3/188
	200402205388
	EDEIA

	47
	1
	1/3/2005
	DES. LEOBINO VALENTE CHAVES
	84352-0/188
	200402192871
	ITUMBIARA

	48
	2
	8/3/2005
	DES. GILBERTO MARQUES FILHO
	83277-6/188
	200402118000
	GOIATUBA

	49
	2
	10/3/2005
	DES. MARILIA JUNGMANN SANTANA
	80953-4/188
	200401577753
	EDEIA

	50
	2
	15/3/2005
	DES. MARILIA JUNGMANN SANTANA
	82183-2/188
	200401752733
	QUIRINOPOLIS

	51
	4
	17/3/2005
	DES. STENKA I. NETO
	83554-2/188
	200402150702
	EDEIA

	52
	4
	31/3/2005
	DES. STENKA I. NETO
	84603-0/188
	200402356300
	JOVIANIA

	53
	1
	26/4/2005
	DES. VITOR BARBOZA LENZA
	80850-5/188
	200401544057
	EDEIA

	54
	3
	28/4/2005
	DES. FELIPE BATISTA CORDEIRO
	83707-4/188
	200402140871
	ITUMBIARA

	55
	4
	28/4/2005
	DES. ALMEIDA BRANCO (REDATOR)
	83237-0/188
	200402017220
	ITUMBIARA

	56
	3
	28/4/2005
	DES. JOAO WALDECK FELIX DE SOUSA
	85219-0/188
	200500098870
	ITUMBIARA

	57
	2
	12/5/2005
	DES. GILBERTO MARQUES FILHO
	84020-0/188
	200402192782
	ITUMBIARA

	58
	4
	17/5/2005
	DES. ALMEIDA BRANCO
	85777-4/188
	200500230581
	ITUMBIARA

	59
	4
	31/5/2005
	DES. ALMEIDA BRANCO
	85947-4/188
	200500316761
	SANTA HELENA DE GOIAS

	60
	3
	31/5/2005
	DES. WALTER CARLOS LEMES
	84244-5/188
	200402233268
	ITUMBIARA

	61
	4
	23/6/2005
	DES. ALMEIDA BRANCO
	86754-0/188
	200500463276
	ITUMBIARA

	62
	4
	23/6/2005
	DES. ALMEIDA BRANCO
	87084-0/188
	200500458639
	ITUMBIARA

	63
	4
	30/6/2005
	DES. ALMEIDA BRANCO (REDATOR)
	87184-4/188
	200500578901
	QUIRINOPOLIS

	64
	1
	12/7/2005
	DES. JOAO UBALDO FERREIRA
	86542-8/188
	200500383264
	ITUMBIARA

	65
	3
	9/8/2005
	DES. ROGERIO AREDIO FERREIRA
	87409-8/188
	200500492314
	ITUMBIARA

	66
	4
	11/8/2005
	DES. CARLOS ESCHER
	87711-2/188
	200500712381
	ITUMBIARA

	67
	3
	18/8/2005
	DES. JOAO WALDECK FELIX DE SOUSA
	88224-3/188
	200500894633
	ITUMBIARA

	68
	3
	23/8/2005
	DES. WALTER CARLOS LEMES
	88266-5/188
	200500950657
	EDEIA

	69
	3
	25/08/05
	DES. JOAO WALDECK FELIX DE SOUSA
	87195-9/188
	200500578910
	QUIRINOPOLIS

	70
	1
	30/8/2005
	DES. LEOBINO VALENTE CHAVES
	87637-0/188
	200500722077
	GOIATUBA

	71
	3
	1/9/2005
	DES. FELIPE BATISTA CORDEIRO
	86764-6/188
	200500468871
	ITUMBIARA

	72
	1
	6/9/2005
	DES. VITOR BARBOZA LENZA
	88260-6/188
	200500882767
	GOIATUBA

	73
	3
	13/9/2005
	DES. FELIPE BATISTA CORDEIRO
	88612-9/188
	200501012189
	JOVIÂNIA

	74
	1
	20/9/2005
	DES. LEOBINO VALENTE CHAVES
	89384-9/188
	200501129787
	JOVIÂNIA

	75
	1
	20/9/2005
	DES. VITOR BARBOZA LENZA
	85675-3/188
	200500136402
	ITUMBIARA

	76
	4
	22/9/2005
	DR(A). CARLOS ALBERTO FRANCA
	83166-7/188
	200402009139
	GOIATUBA

	77
	4
	29/9/2005
	DR(A). CARLOS ALBERTO FRANCA
	84047-0/188
	200402048657
	ITUMBIARA

	78
	3
	29/9/2005
	DES. JOAO WALDECK FELIX DE SOUSA
	87391-5/188
	200500614959
	ITUMBIARA

	79
	3
	29/09/2005
	FELIPE BATISTA CORDEIRO
	87784-1/188
	200500627465
	ITUMBIARA

	80
	3
	4/10/2005
	DES. JOAO WALDECK FELIX DE SOUSA
	89735-3/188
	200501263378
	QUIRINOPOLIS

	81
	4
	06/10/05
	DR(A). CARLOS ALBERTO FRANCA
	83326-0/188
	200402020191
	ITUMBIARA

	82
	2
	11/10/05
	DES. GILBERTO MARQUES FILHO
	89902-9/188
	20050121887
	ITUMBIARA

	83
	3
	11/10/05
	DR(A). FABIANO A DE ARAGAO FERNANDES
	90171-5/188
	200501408643
	ACREUNA

	84
	1
	18/10/05
	DES. JOAO UBALDO FERREIRA
	89829-4/188
	200501218739
	ITUMBIARA

	85
	2
	18/10/2005
	DES. JOAO UBALDO FERREIRA
	88969-1/188
	200501004801
	ITUMBIARA

	86
	3
	25/10/2005
	DR(A). FABIANO A DE ARAGAO FERNANDES
	91110-1/188
	200501723123
	EDEIA

	87
	4
	27/10/05
	DR(A). CARLOS ALBERTO FRANCA
	90175-8/188
	200501410656
	JOVIANIA

	88
	3
	01/11/05
	DES. JOAO WALDECK FELIX DE SOUSA
	91101-3/188
	200501723158
	EDEIA

	89
	4
	17/11/05
	DES. BEATRIZ FIGUEIREDO FRANCO
	88066-6/188
	200501017962
	GOIATUBA

	90
	4
	17/11/05
	DES. KISLEU DIAS MACIEL FILHO
	84528-9/188
	200402158010
	ITUMBIARA

	91
	2
	22/11/05
	DES. ALFREDO ABINAGEM
	85757-1/188
	200500175033
	ITUMBIARA

	92
	4
	24/11/05
	DES. STENKA I. NETO
	88158-0/188
	200500827588
	ITUMBIARA

	93
	1
	06/12/05
	DES. JOAO UBALDO FERREIRA
	92277-4/188
	200502123650
	ITABERAI

	94
	3
	13/12/05
	DES. FELIPE BATISTA CORDEIRO
	90095-6/188
	200501367823
	BOM JESUS

	95
	2
	20/12/05
	DR(A). G. LEANDRO S. CRISPIM
	92428-0/188
	200502184196
	ITABERAI

	96
	3
	22/12/05
	DES. WALTER CARLOS LEMES
	92210-9/188
	200502123863
	ITABERAI

	97
	1
	20/12/05
	DES. LEOBINO VALENTE CHAVES
	93333-3/188
	200502490360
	GOIATUBA

	98
	4
	12/01/06
	DES. CARLOS ESCHER
	93200-5/188
	200502311279
	ITUMBIARA

	99
	3
	19/01/06
	DES. JOAO WALDECK FELIX DE SOUSA
	92258-0/188
	200502121690
	PANAMA

	100
	1
	24/01/06
	DES. VITOR BARBOZA LENZA
	94436-5/188
	200503354761
	BOM JESUS

	101
	4
	02/02/06
	DES. CARLOS ESCHER
	89562-9/188
	200501129680
	JOVIANIA

	102
	3
	07/02/06
	DES. WALTER CARLOS LEMES
	91921-2/188
	200501948834
	RIO VERDE

	103
	4
	16/02/06
	DES. JOAO DE ALMEIDA BRANCO (REDATOR)
	92576-0/188
	200502183874
	ITABERAI

	104
	4
	16/02/06
	DES. CARLOS ESCHER
	93089-0/188
	200502357198
	QUIRINOPOLIS

	105
	4
	16/2/2006
	DES. ALMEIDA BRANCO
	93309-3/188
	200502514218
	JOVIANIA

	106
	3
	21/2/2006
	DES. WALTER CARLOS LEMES
	90150-4/188
	200501411849
	GOIATUBA

	107
	3
	21/2/2006
	DES. FELIPE BATISTA CORDEIRO
	92349-6/188
	200502123260
	ITUMBIARA

	108
	2
	23/2/2006
	DES. ALAN S. DE SENA CONCEICAO
	90309-5/188
	200501434520
	SANTA HELENA DE GOIAS

	109
	2
	23/2/2006
	DES. ZACARIAS NEVES COELHO
	82252-0/188
	200401833024
	EDEIA

	110
	4
	23/2/2006
	DES. JOAO DE ALMEIDA BRANCO (REDATOR)
	93885-4/188
	200502638421
	QUIRINOPOLIS

	111
	3
	7/3/2006
	DES. FELIPE BATISTA CORDEIRO
	92561-2/188
	200502184226
	ITABERAI

	112
	2
	7/3/2006
	DES. ZACARIAS NEVES COELHO
	80785-0/188
	200401558287
	EDEIA

	113
	2
	4/4/2006
	DES. ALAN S. DE SENA CONCEICAO
	71726-2/188
	200301425633
	ITUMBIARA

	114
	2
	4/4/2006
	DES. ALFREDO ABINAGEM
	87691-9/188
	200500463250
	ITUMBIARA

	115
	3
	25/4/2006
	DES. JOAO WALDECK FELIX DE SOUSA
	94878-5/188
	200503508335
	POSSE

	116
	3
	18/4/2006
	DES. WALTER CARLOS LEMES
	94425-0/188
	200503336470
	PONTALINA

	117
	1
	18/4/2006
	DES. JOAO UBALDO FERREIRA
	86939-7/188
	200500592823
	EDEIA

	118
	3
	25/4/2006
	DES. JOAO WALDECK FELIX DE SOUZA (REDATOR)
	95838-2/188
	200600302754
	EDEIA

	119
	3
	2/5/2006
	DES. WALTER CARLOS LEMES
	92017-7/188
	200502123499
	ITABERAI

	120
	3
	2/5/2006
	DES. JOAO WALDECK FELIX DE SOUZA (REDATOR)
	96527-7/188
	200600466366
	JOVIANIA

	121
	3
	2/5/2006
	DES. ROGERIO AREDIO FERREIRA
	94615-3/188
	200503401476
	QUIRINÓPOLIS

	122
	4
	4/5/2006
	DES. BEATRIZ FIGUEIREDO FRANCO
	89736-1/188
	200501263432
	QUIRINOPOLIS

	123
	2
	9/5/2006
	DES. GILBERTO MARQUES FILHO
	91587-1/188
	200501892251
	JOVIANIA

	124
	4
	18/5/2006
	DES. STENKA I. NETO
	96258-0/188
	200600434596
	EDEIA

	125
	3
	23/5/2006
	DES. JOAO WALDECK FELIX DE SOUSA
	95649-8/188
	200600089678
	BOM JESUS

	126
	4
	25/5/2006
	DR(A). CAMARGO NETO
	96395-6/188
	200600434928
	EDEIA

	127
	4
	25/5/2006
	DR(A). CAMARGO NETO
	97303-5/188
	200600774770
	EDEIA

	128
	1
	30/5/2006
	DR(A). FAUSTO MOREIRA DINIZ
	92582-3/188
	20050218254
	GOIATUBA

	129
	1
	6/6/2006
	DES. NEY TELES DE PAULA
	87141-4/188
	200500504770
	ITUMBIARA

	130
	2
	8/6/2006
	DES. ALFREDO ABINAGEM
	95146-0/188
	20060014245
	BOM JESUS

	131
	1
	13/6/2006
	DES. LUIZ EDUARDO DE SOUSA
	86604-3/188
	20050045074
	EDEIA

	132
	2
	13/6/2006
	DES. ALFREDO ABINAGEM
	88212-0/188
	200501020637
	JOVIANIA

	133
	4
	18/6/2006
	DR(A). CARLOS ALBERTO FRANCA
	90210-3/188
	200501450798
	PANAMA

	134
	1
	4/7/2006
	DR(A). JEOVA SARDINHA DE MORAES
	98111-9/188
	200600973039
	PONTALINA

	135
	1
	4/7/2006
	DES. LUIZ EDUARDO DE SOUSA
	86264-3/188
	200500335804
	ITUMBIARA

	136
	1
	4/7/2006
	DR(A). JEOVA SARDINHA DE MORAES
	96563-0/188
	200600438664
	RIO VERDE

	137
	1
	1/8/2006
	DES. NEY TELES DE PAULA
	87333-3/188
	200500527339
	ITUMBIARA

	138
	4
	3/8/2006
	DES. KISLEU DIAS MACIEL FILHO
	98257-8/188
	200601007314
	EDEIA

	139
	3
	8/8/2006
	DES. FELIPE BATISTA CORDEIRO
	96325-1/188
	200600351526
	BOM JESUS

	140
	2
	15/8/2006
	DES. ALAN S. DE SENA CONCEICAO
	87255-8/188
	200500592386
	GOIATUBA

	141
	2
	15/8/2006
	DES. ZACARIAS NEVES COELHO
	89304-8/188
	200500957031
	ITUMBIARA

	142
	2
	15/8/2006
	DES. ZACARIAS NEVES COELHO
	83449-2/188
	200402117918
	GOIATUBA

	143
	3
	22/8/2006
	DES. JOAO WALDECK FELIX DE SOUSA
	87195-9/188
	200500578910
	QUIRINOPOLIS

	144
	3
	22/8/2006
	DR(A). SANDRA REGINA TEODORO REIS
	98946-5/188
	200601302898
	JOVIANIA

	145
	2
	22/8/2006
	DES. ZACARIAS NEVES COELHO
	92197-2/188
	200501941384
	ITUMBIARA

	146
	3
	29/8/2006
	DR(A). SANDRA REGINA TEODORO REIS
	96476-6/188
	200600442823
	EDEIA

	147
	4
	31/8/2006
	DES. BEATRIZ FIGUEIREDO FRANCO
	99928-1/188
	200601698503
	EDEIA

	148
	1
	12/9/2006
	DES. LUIZ EDUARDO DE SOUSA
	95243-0/188
	200600049595
	PANAMA

	149
	3
	19/9/2006
	DES. WALTER CARLOS LEMES
	100290-3/188
	200601839530
	EDEIA

	150
	2
	17/10/2006
	DES. ALAN S. DE SENA CONCEICAO
	96262-8/188
	200600434391
	EDEIA

	151
	4
	16/11/2006
	DES. CARLOS ESCHER
	98608-2/188
	200601152268
	EDEIA

	152
	4
	18/01/2007
	DR(A). MIGUEL D\'ABADIA RAMOS JUBE
	103857-0/188
	200603102624
	QUIRINÓPOLIS

	153
	1
	23/1/2007
	DES. LEOBINO VALENTE CHAVES
	103223-1/188
	200602941878
	ITABERAI

	154
	2
	3/4/2007
	DR(A). SEBASTIAO LUIZ FLEURY
	94555-4/188
	200503454820
	GOIATUBA

	155
	4
	12/4/2007
	DES. CARLOS ESCHER
	106835-0/188
	200604288292
	RIO VERDE

	156
	2
	17/4/2007
	DES. ALFREDO ABINAGEM
	87681-2/188
	200500723855
	GOIATUBA

	157
	4
	10/5/2007
	DR(A). MIGUEL D\'ABADIA RAMOS JUBE
	108396-9/188
	200700716402
	ACREUNA

	158
	1
	26/6/2007
	DR(A). JEOVA SARDINHA DE MORAES
	108846-0/188
	200700866404
	JOVIÂNIA

	159
	2
	7/8/2007
	DES. ALAN S. DE SENA CONCEICAO
	101670-1/188
	200602277200
	RIO VERDE

	160
	2
	7/8/2007
	DES. ALAN S. DE SENA CONCEICAO
	101671-0/188
	200602602305
	RIO VERDE

	161
	3
	23/8/2007
	DRA. SANDRA REGINA TEODORO REIS
	110600-5/188
	200701571718
	QUIRINÓPOLIS


FONTE: Tribunal de Justiça de Goiás
ADDENDUM B – the ECONOMETRIC Model
According to Wooldridge (2006, p. 231) ordinary least squares modeling cannot be used when a dependent variable is binary, as 
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 cannot be interpreted as change in the value of the dependent variable (y) due to a unit change in an explanatory variable (
[image: image9.wmf]j

x

). The most commonly used model in such cases is the linear probability model (LPM), in which 
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 measures the likelihood of success after a unit change of 
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, or, if also binary, when switched from 0 to 1, with all other values unchanged (Wooldridge, 2006, p. 230–5). 

Wooldridge (2006, p.518) notes certain relevant disadvantages of LPM: adjusted probabilities may be less than zero or, conversely, greater than one, and the partial effect of any explanatory variable will remain constant. Binary response models, which are mainly interested in likelihood of response, may make up for these limitations. Wooldridge also notes that the limited probability model presumes a linear response in the parameter set; to circumvent this limitation, we will consider the standard normal cumulative distribution G-function expressed as an integral:
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, where 
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is the standard normal density
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The function is monotone increasing, with 
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When 
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 is a binary explanatory variable, the impact of switching 
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 from 0 to 1, with other variables unchanged, will be:
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The G-function strictly takes input values between 0 and 1, ensuring that estimated probabilities of response will fall between 0 and 1:
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The probit model was used to measure the extent to which each explanatory variable affects the probability of the contract being enforced, ceteris paribus, as shown in Equation 1:
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We conducted all regression analysis using the Stata software package, version 9. Stata provides coefficient estimates, their standard errors, and the value of the log-likelihood function. The coefficients give the signs of the partial effects of each
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 on the probability of response, and the statistical significance of each variable, as measured against a predefined significance cutoff, will tell whether the null hypothesis (
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) may be rejected (Wooldridge, 2006 p. 523–4). The
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 coefficient sign indicates whether there is a negative or positive relationship to the dependent variable.

Wooldridge (2006, p. 524) suggests that, for probit, 
[image: image27.wmf](

)

0

ˆˆ

ˆ

ii

yGx

bb

=+

 be defined as the estimated probabilities, which are also estimates of 
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, in which case an R2 may be based on the proximity of 
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; the pseudocoefficient of determination (pseudo-R2) of probit is therefore comparable to the R2 of a linear probability model. He notes, however, that convincing ceteris paribus estimates are more important than the model’s goodness of fit.

ADDENDUM C – RESULTS OF ECONOMETRIC TESTING

1 SAMPLE A

A1 Probit Regression

[image: image31.wmf](

)

012

(11)

PrulingxadpaymentGObased

bbb

==F++


Dependent variable: First Instance Court decision (Dummy: 1 = enforcement of contract; 0=termination of contract, that is, favoring the farmer) 

Explanatory variables:

· Advance payment or provision of supplies (Dummy: Yes= 1; No= 0);

· Goiás-based company (Dummy: Yes= 1; No= 0).

. probit dec1 adiant empgoiana, robust

Iteration 0:   log pseudolikelihood = -106.31826

Iteration 1:   log pseudolikelihood = -98.953257

Iteration 2:   log pseudolikelihood = -98.942534

Iteration 3:   log pseudolikelihood = -98.942534

Probit regression                                 Number of obs   =        161

                                                  Wald chi2(2)    =      14.30

                                                  Prob > chi2     =     0.0008

Log pseudolikelihood = -98.942534                 Pseudo R2       =     0.0694

------------------------------------------------------------------------------

             |               Robust

        dec1 |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]

-------------+----------------------------------------------------------------

      adiant |    .058155   .5300748     0.11   0.913    -.9807725    1.097083

   empgoiana |    .783418   .2103961     3.72   0.000     .3710493    1.195787

       _cons |   -.066788   .1444448    -0.46   0.644    -.3498945    .2163185

------------------------------------------------------------------------------
mfx compute, at( empgoiana=1)

Marginal effects after probit

      y  = Pr(dec1) (predict)

         =  .76408961

mfx compute, at( empgoiana=0)

Marginal effects after probit

      y  = Pr(dec1) (predict)

         =  .47452559

A2 Probit Regression
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Dependent variable: Appeal decision (Dummy: enforcement of contract=1; termination of contract=0); 

Explanatory variables:

· Goiás-based company (Dummy: Yes=1; No=0);

· Advance payment or provision of supplies (Dummy: Yes= 1; No= 0);

· Year decided (2003, 2004, 2005, 2006, or 2007);

· Lawsuit from the Itumbiara district (Dummy: Yes=1; No=0);

· Lawsuit from the Edéia district (Dummy: Yes=1; No=0);

· Unanimous decision (Yes=1 or No=0);

· Decision following Judge-rapporteur’s vote (Yes=1 or No=0);

· Oral argument by farmer’s lawyer (Yes=1 or No=0);

· Oral argument by buyer’s lawyer (Yes=1 or No=0);
. probit  dec2 empgoiana adiant ano decitumbiara decedeia unan segr  sustprod sustind, robust

Iteration 0:   log pseudolikelihood = -110.79102

Iteration 1:   log pseudolikelihood = -99.495327

Iteration 2:   log pseudolikelihood = -99.156638

Iteration 3:   log pseudolikelihood = -99.149212

Iteration 4:   log pseudolikelihood = -99.149205

Probit regression                                 Number of obs   =        160

                                                  Wald chi2(9)    =      24.24

                                                  Prob > chi2     =     0.0039

Log pseudolikelihood = -99.149205                 Pseudo R2       =     0.1051

------------------------------------------------------------------------------

             |               Robust

        dec2 |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]

-------------+----------------------------------------------------------------

   empgoiana |   .3013074   .2606656     1.16   0.248    -.2095879    .8122026

      adiant |   1.190449   .5238747     2.27   0.023     .1636735    2.217224

         ano |   .4043839   .1331905     3.04   0.002     .1433355    .6654324

decitumbiara |    .384746   .3124436     1.23   0.218    -.2276321    .9971241

    decedeia |   .3441786   .1535451     2.24   0.025     .0432357    .6451214

        unan |  -.1722546   .3133358    -0.55   0.582    -.7863815    .4418723

        segr |   .1149833   .5379157     0.21   0.831    -.9393122    1.169279

    sustprod |  -.2519262   .3544538    -0.71   0.477    -.9466428    .4427904

     sustind |   .2405627   .3469855     0.69   0.488    -.4395164    .9206417

       _cons |  -811.3728   267.1437    -3.04   0.002    -1334.965   -287.7808

------------------------------------------------------------------------------

. mfx compute, at( ano=2003)

Marginal effects after probit

      y  = Pr(dec2) (predict)

         =  .18347238

Marginal effects after probit

      y  = Pr(dec2) (predict)

         =  .30930295

. mfx compute, at( ano=2005)

Marginal effects after probit

      y  = Pr(dec2) (predict)

         =  .46277575

. mfx compute, at( ano=2006)

Marginal effects after probit

      y  = Pr(dec2) (predict)

         =  .62207718

. mfx compute, at( ano=2007)

Marginal effects after probit

      y  = Pr(dec2) (predict)

         =  .76279579

. mfx compute, at(  decedeia=1)

Marginal effects after probit

      y  = Pr(dec2) (predict)

         =  .56248208

. mfx compute, at(  decedeia=0)

Marginal effects after probit

      y  = Pr(dec2) (predict)

         =  .42586427

2. SAMPLE B
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Dependent variable: Individual vote by Judge;

Success: Enforcement of contract; 

Independent dummy variables: 

· Role of judge in the council (Judge-rapporteur =1 or Councillor =0);

· Position (Court Appeal Judge =1 or Substitute Judge=0);

· Gender (Male=1 or female=0); 

· Decision following Judge-rapporteur’s vote (Yes=1 or No=0);

· Unanimous decision (Yes=1 or No=0);

· Oral argument by farmer’s lawyer (Yes=1 or No=0);

· Oral argument by buyer’s lawyer (Yes=1 or No=0);

· Contract involved advance payment or provision of supplies to grower (Yes=1 or No=0);

· Decision postdates first Supreme Court decision (>02/2006) (Yes=1 or No=0).
. probit  voto papel titulo genero segr unan sustoralprodutor sustoralempresa adiantamentoderecursos stj, robust

Iteration 0:   log pseudolikelihood = -289.55814

Iteration 1:   log pseudolikelihood = -259.47147

Iteration 2:   log pseudolikelihood = -258.51879

Iteration 3:   log pseudolikelihood =  -258.5066

Iteration 4:   log pseudolikelihood =  -258.5066

Probit regression                                 Number of obs   =        419

                                                  Wald chi2(9)    =      59.93

                                                  Prob > chi2     =     0.0000

Log pseudolikelihood =  -258.5066                 Pseudo R2       =     0.1072

------------------------------------------------------------------------------

             |               Robust

        voto |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]

-------------+----------------------------------------------------------------

       papel |   .0735059    .134958     0.54   0.586    -.1910068    .3380187

      titulo |   .5424701   .2068692     2.62   0.009     .1370139    .9479262

      genero |   .3131007   .2052594     1.53   0.127    -.0892004    .7154018

        segr |   .3023516   .3208232     0.94   0.346    -.3264503    .9311534

        unan |  -.4585166   .2005503    -2.29   0.022     -.851588   -.0654452

sustoralpr~r |  -.2525274   .2007895    -1.26   0.209    -.6460676    .1410128

sustoralem~a |   .6021073   .1764282     3.41   0.001     .2563143    .9479002

adiantamen~s |   1.331277   .3263298     4.08   0.000     .6916823    1.970872

         stj |    .524855   .1396243     3.76   0.000     .2511965    .7985136

       _cons |  -1.087678   .3506366    -3.10   0.002    -1.774913   -.4004434

------------------------------------------------------------------------------

. mfx compute, at( stj=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =   .4007591

. mfx compute, at( stj=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .60775491

. mfx compute, at( titulo=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .50153038

. mfx compute, at( titulo=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .29506972

. mfx compute, at( unan=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .44083858

. mfx compute, at( unan=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .62159523

. mfx compute, at( sustoralempresa=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .43426937

. mfx compute, at( sustoralempresa=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .66879652

. mfx compute, at( adiantamentoderecursos=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .88139784

. mfx compute, at( adiantamentoderecursos=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .44066891

3. SAMPLE C
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. Dependent variable: Individual vote by Appeal Court Judge 

Independent variables:

· Year of commencement at Court of Appeal;

· Age;

· Promoted for merit (Dummy: Yes=1 or No=0);

· Role of judge in the council (Judge-rapporteur =1 or Councillor =0);

· Unanimous decision (Dummy: Yes=1 or No=0);

· Decision following Judge-rapporteur’s vote (Yes=1 or No=0);

· Oral argument by farmer’s lawyer (Dummy: Yes=1 or No=0);
· Oral argument by buyer’s lawyer (Dummy: Yes=1 or No=0);
· Contract involved advance payment or provision of supplies to grower (Dummy: Yes=1 or No=0);
· Decision postdates first Supreme Court decision (>02/2006) (Dummy: Yes=1 or No=0).

probit  voto iniciotj idadejuiz promomerito papel unan segr sustoralprodutor sustoralempresa adiantamentoderecursos stj, robust

Iteration 0:   log pseudolikelihood = -207.75887

Iteration 1:   log pseudolikelihood = -169.95335

Iteration 2:   log pseudolikelihood = -168.37572

Iteration 3:   log pseudolikelihood = -168.36213

Iteration 4:   log pseudolikelihood = -168.36212

Probit regression                                 Number of obs   =        303

                                                  Wald chi2(10)   =      75.27

                                                  Prob > chi2     =     0.0000

Log pseudolikelihood = -168.36212                 Pseudo R2       =     0.1896

------------------------------------------------------------------------------

             |               Robust

        voto |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]

-------------+----------------------------------------------------------------

    iniciotj |   .2032004   .0520226     3.91   0.000      .101238    .3051627

   idadejuiz |  -.0162938   .0192901    -0.84   0.398    -.0541018    .0215142

 promomerito |   .4102018   .1863001     2.20   0.028     .0450602    .7753434

       papel |   .0341564   .1725742     0.20   0.843    -.3040829    .3723956

        unan |  -.7609494    .297493    -2.56   0.011    -1.344025   -.1778738

        segr |   .3461321   .4781028     0.72   0.469    -.5909321    1.283196

sustoralpr~r |  -.1128172    .242259    -0.47   0.641    -.5876362    .3620018

sustoralem~a |   .5865364   .2074577     2.83   0.005     .1799268    .9931461

adiantamen~s |   1.505138   .4094016     3.68   0.000     .7027252     2.30755

         stj |   .4203435   .1658815     2.53   0.011     .0952216    .7454653

       _cons |  -406.1748   104.6097    -3.88   0.000    -611.2059   -201.1436

------------------------------------------------------------------------------

mfx compute, at( promomerito=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .53721055

. mfx compute, at( promomerito=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .37570029

. mfx compute, at(unan=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .68130482

. mfx compute, at(unan=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .38606162

. mfx compute, at( sustoralempresa=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .38420354

. mfx compute, at( sustoralempresa=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .61488623

. mfx compute, at( adiantamentoderecursos=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .89002019

. mfx compute, at( stj=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =   .3697337

. mfx compute, at( stj=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .53497612

. mfx compute, at( adiantamentoderecursos=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .39031345

. mfx compute, at( stj=0)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =   .3697337

. mfx compute, at( stj=1)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .53497612

. mfx compute, at( iniciotj=1998)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .15440754

. mfx compute, at( iniciotj=2000)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .27049692

. mfx compute, at( iniciotj=2002)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .41882119

. mfx compute, at( iniciotj=2004)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .57984252

. mfx compute, at( iniciotj=2006)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .72837023

. mfx compute, at( iniciotj=2005)

Marginal effects after probit

      y  = Pr(voto) (predict)

         =  .65714766
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� Contrato de soja verde in Portuguese


� Industries is used in this paper to represent the buyers of soybean by contracts


� In Portuguese, Há que se cumprir os pactos (Costa & Aquaroli, p.359). Often rendered in English as Pacts must be respected or Agreements must be kept.


� “A liberdade de contratar será exercida em razão e nos limites da função social do contrato”.


�This study was supported by the Tinker Foundation during initial data collection and by FAPESP (the State of São Paulo Research Foundation) during the final year of research.


� The Cédula de Produto Rural (CPR) is a bond issued since 1994 to facilitate the use of cash forward contracts in the agricultural sector. It allows farmers to purchase supplies by offering their production capacity as collateral to credit or financing providers (BRASIL, 1994).


� The 60-kilogram sack is the customary Brazilian unit for soybeans. It is equivalent to 2.2 U.S. soybean bushels.


� “O funcionamento adequado de uma economia de mercado requer a efetiva tutela da liberdade de contratar”.


� In the Brazilian Civil Code, article 478 authorizes termination of contracts when, in light of extraordinary unforeseen circumstances, performing under the terms of the contract becomes excessively burdensome to one party, while giving the other a clear advantage. This principle, known as excessive onerosity, is also present in several European codes.


� “[...] com base na função social do contrato alguns juízes tem revisado o contrato com o argumento político de proteger o fraco contra o forte, a coletividade frente a individualidade”.


� In Portuguese, teoria da imprevisão, a literal translation of the French théorie de l’imprévision; an update of the classical doctrine of rebus sic stantibus (“things thus standing”), which maintained that, should the circumstances under which a contract was entered into change fundamentally and in a manner that could not have been predicted or considered by the parties, the contract may be modified or even terminated.


� The Tinker Foundation and the State of São Paulo Research Foundation supported field research on separate occasions.


� One procedural limitation must be noted: due to the difficulty in obtaining a comprehensive database of soy growers, random sampling, in the strict sense of the term, was impossible. The database actually used for telephone interviews was compiled from data kindly provided by organizations in the soy sector. Face-to-face interviews were made possible by support from the Goiás State Agricultural Federation and from grain farmers associations, who arranged for contact with soybean growers.


� As the greater number (71%) is from Goiás, this information weren’t used in the econometric model


� In portuguese: Apelações Cíveis


� In Portuguese, decisões de Apelações ou de segundo grau.


� The number of judges sitting in a particular judicial district is likely related to the speed of judicial proceedings. The number of courts, and judges appointed to them, in a district is related to the latter’s classification in a system commonly used in Brazil and known as entrância, or grade, which can be a numeric (First-grade, Second-grade, etc.) or non-numeric (Start grade, Intermediate grade, etc.) scale. The classification is based on caseload and political relevance of each district. At the time of writing, the intermediate-grade Itumbiara district had 7 (seven) judges, sitting in 3 (three) Civil Courts (Childhood and Youth Court, Public Finance Court, and Court of Public Records), one Criminal Court and 4 (four) Special Courts, two of which hear civil matters and the other two hear criminal cases. Conversely, the Start-grade district of Posse had only two judges sitting in a single court – hearing civil, criminal, youth, and finance cases, as well as ruling on records matters – and one combined Civil and Criminal Special Court (Tribunal da Justiça de Goiás, 2007).


� Only Civil Appeals were considered in this study. Due to methodology constraints, interlocutory appeals and motions for attachment were disregarded.


� REsp 722.130/GO, DJ 20/02/2006. In Brazilian case citation, REsp is an abbreviation of Recurso Especial (Special Appeal). DJ stands for Diário da Justiça, the official Brazilian law reporter. It is followed by the date of publication of the ruling or opinion.


� All subsequent analyses were conducted in the Stata software package, version. The output is available in Addendum C. 


� The full text of the judgment was unavailable for 20 of the 161 Civil Appeals. As neither individual votes nor arguments underpinning the decision could be tabulated for these cases, they were removed from Sample B, which therefore contains 419 observations on the votes of 42 judges.


� Conducted at the Federal University of Goiás School of Agronomy in Goiânia.


� “[...]entre 40% e 50% da safra goiana é comprometida com esse tipo de operação”
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