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New Guide Weighs Pros and Cons of Contract Farming

North Carolina July 28, 2005 –

The Rural Advancement Foundation International (RAFI-USA) released the newly revised Questions to Ask Before Signing a Poultry Contract to help farmers assess the true risks and benefits associated with contract poultry production. 

“Anyone thinking of getting into the poultry business should read this publication very carefully,” said Kay Doby, long time poultry grower and President of the North Carolina Contract Poultry Growers Association. “After you have borrowed a half a million dollars to build houses it’s too late if you don’t like the terms in the contract.”

Typically, farmers entering a poultry contract must take out several hundred thousand to a million dollars in loans for single-use buildings and equipment. The modern poultry equipment and houses are not convertible for other farm uses, greatly reducing the farmer’s options once they accrue the debt required.  Farmers using their land, house, or savings as loan collateral become completely reliant on their contract for their family’s financial stability.

 
“Questions to Ask Before Signing a Poultry Contract” is a checklist farmers can use it to see if their contract guarantees a minimum income per flock per year, provides any pay adjustments related to inflation and increasing production costs, or offers a fair and affordable dispute resolution process.  Farmers are encouraged not to make any financial investments until they receive a written contract. Likewise, they are reminded that anything outside the contract, like promises from company personnel, or estimated cash flow charts, is not part of the farmer’s, legally-enforceable agreement. 

RAFI-USA’s Contract Agriculture Reform Program compiled the questions outlined in the booklet based on the problems most frequently reported by poultry growers over the last twenty years. The booklet includes sections on debt and length of contract, net income, pay and performance, equipment upgrades, and dispute resolution. Each section contains footnotes and references useful for both potential poultry farmers and those who have been in the business for several years.

With shifts in production and company expansions, poultry companies are recruiting potential new farmers in several states across the Southeast US. “What we found in over the years is that many farmers are getting into the business with unrealistic assumptions of just what that contract guarantees. We want those making that initial decision to have a full picture of the obligations and risks entailed,” said Laura Klauke, Director of the Contract Agriculture Reform Program at RAFI USA. A copy of “Questions to Ask Before Signing a Poultry Contract” is available at http://www.rafiusa.org. 

####
The Rural Advancement Foundation International (RAFI-USA) is a non-profit organization based in Pittsboro, NC.  RAFI-USA is dedicated to the preservation family farms, conservation of agricultural biodiversity, socially responsible use of new technologies, safe food and a sustainable system of agriculture.  For further information about the organization, call 919-542-1396 or visit www.rafiusa.org.

- MORE -

What to Ask Before Signing a Poultry Contract 

2

