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.. - U.S .. CONTRACT PRODUCTION OE' HOGS 

by 

V. James Rhodes· 

Introduction 

Contract production of hogs is not new. Contract production 

of broilers swept the industry in the 1950s, and the idea was .. tried 

in swine in the early 1950s., if not earlier o 1 In a two-clay session 

on animal agriculture held at Purdue in 1957, there appeared to be 

a consensus that the hog industry would soon follow the contract 

integration of broilers. Some observers were also suggesting, at 

that session, that hog production would geographically follow 

broilers to the East Coast and the South~~ contract production of 

hogs has grown to a substantial size in selected areas such as 

North Carolina and Arkansas during the past 30-40 years. However, 

various attempts at contract production in the Corn Belt, the-

*This paper is based on a national survey in 1989 conducted by the author and 
financed by the University of Missouri Department of .Agricultural Economics, the 
National Pork Producers Council, and Pork 89 (Vance Publications). Citations of 
this ·work should acknowledge all three sponsors. The analysis of contracting was 
also aided by a cooperative agreement with the USDA Agricultural Cooperative 
Service. Professor Glenn Grimes contributed to questionnaire development and 
contacts with large contractors. Dr Gary Krause and Dr. Michael Procter provided 
the computer programming . 

..,... 1Wallace's Farmer, "Take Gilts on Shares?" Oct. 15, 19.·55, p. 
i 22; Better Farming Methods," All Signs Point to Contract Hog 

Farming, 11 Apr. 1958, p. 26~ 

2Gerald Engelman's comments in R. E. Schneidau and Lawrence 
Duewer, eds., Symposium: Vertical Coordination in the . Pork. 
Industry. Westport, CT: The Avi Publ. Co. 1972, pp. 240-253. 
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heartland of hog production, were frequently short-lived during the 

50s, 60s and 70s.. The farm crisis of the early 1980s provided a 

more fertile ground for contract production in the hard-hit Corn 

Belt o The considerable interest shown currently in hog contracting 

in the industry press and by various industry groups is' reminiscent 

of the. :1Uid-50s. 

Growers ( contractees) typically provide the care;. of animals 

in their own facilities using feed furnished by the contractor who 

provides and owns the animals. Growers are typically rewarded by 

fees that reflect the volume of their "production .. n In broilers, 

those fees; . are typically per bird, or per pound of birds, raised 

to slaughter size~ 3 The size of fees are not dependent in the short 

term on market prices of the contracted poultry or hogs, so the 

grower is insulated from the risk of big losses in a down market 

{)r big profits in an up market. 

Contract production of hogs should not be confused with 

contract marketing o The latter is a modification of the- usual -

method of market exchange of hogs that in which participants make 

a. deal and establish price some days or weeks before delivery. 

Contract production replaces market exchange of hogs with an 

agreement for a grower to furnish labor and facilities to a 

contractor. 

3Paul Aho, "Broiler Grower Contracts::·': in the,,United.Statesi uu 

Broiler Industry, Oct .. 1988 8 pe 26e 

I" 
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A contractor can maximize his production per unit of capital 

because he may own few, or no, fixed facilities. In any time 

period when there is relative over-capacity of. facilities, a 

contractor" may· be. able to obtain access to. additional facilities 

more cheaply than conventional producers. The farm crisis of the 

1980s was a. period in which numerous producers in the Corn Belt 

were.,no:t ableapd/or willing to finance continued hog production. 

Their facilities and labor may frequently have become available to 

contractors at bargain-basement pricesc Thus, one of the pressing 

questions that we try to examine is the extent to which the growth 

of contract production in the 1980s may reflect a transitory 

situation in the availability of growers and their facilities. 

Contract production is a personal reiationship that cannot be 

covered adequately by the terms of a contract. Mutual satisfaction 

depends considerably upon the quality of the inputs provided by the 

contractor; the quality of the facilities, management and labor 

provided · by the growers; and the chemistry .of the personal 

interactions between the grower and the contractor (or his field 

supervisor). In the short term, a grower .t:ransfer;s market risk to 

the contractor. However, in the long term, a grower's risks may 

be greater. The grower who invests many thousands of dollars in 

modifying or building facilities i$ particularly vulnerable to a 

cessation of contractor-provided hogs before the grower recoups his 

investment. Thus, another pressing question is how well these 

relationships seem to be going. 
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The purpose of this research was to ascertain with reasonable 

accuracy the current status of contract hog production in the 

United States. We were able to obtain in early 1989 a sample of 

4,860 .usable questionnaires from hog producers in 46 stateso The.se 

responses were from 11, 149 producers who were mailed questionnaires 

by Pork 89. 

Of the usable· responses, 248 were from contractors: 

individuals and firms that place their breeding stock or pigs in 

other people's· facilities for the production of pigs/hogs. Another 

3·1tl were from growers: . people · who take care of contractor-owned 

hogs in their own facilities for a fee, or occasionally a profit 

The five states with the most contractor respo~ses were IA, 

PA and NE. ·The five states with the most grower responses 

IA, NC, PA, AR, and MN. The remaining 4,294 responses were 

independent producers .. Each of the 3 types of producers had 
··- : . . 

a questionnaire.tailored to his situatione The only part of the 

independents' . responses analyzed here are questions- about their -

•attitude toward contracting. 

Summary 

. This research aims to provide the best publicly available 

information on·the current status of contract production of hogs 

• in the United · States. It is based on a large sample of the . 

·.thousands of. medium and large size hog producers subscribing to a 

trade magazine, Pork 89 (a Vance publication) . 

marketed 500 or more pigs/hog,s p~r year. 

These producers 

.. 
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Contract production of hogs is.· not . a new arrangement; it has 

been around for 30. years oz.: mcireo The rather great e~ectations 

for it of 30 years ago have not been fulfilled except in selected 

ar·eas:r outs'i<ie the:, corn · Belt~ The; g:towth · of' contr<;ict'intg"· .i;rt· the~: 

I'980s has: aroused considerable· ·interest. againo··· Bec~use we:have:;­

beenperiodically exa.ining the. structure· of the·.hpg industry· since .· 

the, ·mid. 70s~, we thought· it timely·· to: examine. c~~f;ully the!' s;tatusi: 

of production contracting • 

. The size. distribution of contractors is skewed.. While 1,023 

contractors were estimated to be operating: in early 1989, only 21 

produced· nearly one~half of the contract hogs~. These 21 were 

designated as "large contract;ors" on ·the.· basis of. each .one 

marketing 50,00.0 or.more hogs.or feeder pigs in 1987and/or1988; 

most of the "big names" in contracting were included.. The l,'002· 

"small contractors" included a ].;arge. majprity. self~identified as 

producers (farmers) pl.us · many .. in the feed busines.s and some . other 

agribusines:s types. 

About one-half of the estimated 1, 900 growers were in 1:he size . 

c:ateqories of 500 to 1,99·9 head. However, about 1/4 of the grower 

market hogs (MR) and 1/3 of the 9rower. feeder pigs· (FP) ·were 

marketed by the · large;r . growers that -each marketed 10, ooo head . or 
' ' ' 

more. This est~imate of 1, 900. is believed· to be a,, serious un~er- · 

"see, for example, ·the account of our 1987:- survey in the 
· October issue of Pork 87; and the summary of our.· 1984 survey in v-.., 
J:ames Rhodes, . and ·Glenn.· Grimes;.,.. Medium, Si·ze, and L~r.qer. u;. s. Hoq:; 
P;roducers, UMC Aq. Exp •. sta.·Special Report 327, 1985.' ·A few of 
tne ·· highlight-s of this st~dy .were repQrte(j, in .. the. November· issue: 
of Pork 89 and other highlights will appear in later· issues .. 



estimate of the grower population. The typical grower is about 4 O 

years of age, was once independent, and.has been contracting for 

about 2 years. 

Total contractor marketings" of MH in 1988 were 6.8 million 

head from contract operations and 2. 7 · million front their own­

production, making a total of 9. 5 million head, which was 10 e 9% Of 

Uc s. s].aughter of domestic produced. hogs.. It is certainly possible 

that there was another million head that was missed by the _survey, 

which would suggest an upper limit of about- i2%of u.,s. slaughter. 

While9e5 million head are lots. of }logs, contracting as yet is not 

a major port.~on o.f hog production in the United States. 

Proportions higher than 12% exist·in such.states as North Carolina 

and Arkansas.-

Some 87% of the contractors contracted pig finishing, 21% pig 
. . . 

production, i·fj%. farrow-to-fin,ish and 3% thE! production of breeding 
: ,-, . . . . . 

stock .. obviously, several. contracted for. . 2 ·- or more . types of 

: production~··. 'liVbile average contracts were bigger for pig producti.on~- . 

than f inishingt: · total contractor volume was larger in finishing; 

thus, · contra.ctors purchase a sizable volume of feeder pigs. 
. -- . . . 

A comparif;on of. MH market~ngs. of comparable contractors for 
. -: ' - . . 

1987 and 1988 found that small contractors grew by 16% while-large 

contractors grew by 8% .• Small contractors expanded their own 

production by :to% and their contract production by 19% between 1987 

and 198S. Large contractors apparently reduced their · own 

production by 6% but expanded their contrac.t production by 12% e 
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When asked how they expected their contract marketings ·to 

change by .1992, the large contractors were .··more bullish than .the 

small, despite the fact that contract marketings of the small 

c.ontracto:ts em>anded me>re: rapidly 19.87-sa. 

contractors projected a reduction or cessation of contJ;<acti,ng while . 

15% of the small ones did so. Large contractors. appear:'.·to have a1< 

contractors. 

About 1/3 of the growers were required to build or modify 

facilities in order to obtain a contra.etc Such·initial investments 

were more, common fo.r pig production and farrow=to~finish contracts 

than for finishing. Initial investments to obtain contracts were 

also more common for the larger contractors and for East Coast 

contractors (those 2 sets of contractors have considerable 

overlap). 

Growers reported a rather large range in the lengths of their· 

contracts but they averaged 15 months for finishing, 30 for pig 

production and 49 for farrow-to-finish. These averages are 

obviously much··shor:ter than.the timenecessa;c:y, for depreciating< new 

facilities. 

89% of growers said their contract income . was enough to 

maintain adequately their .. hog buildings but only. 3 6% thought ·it 

adequate to· replace them. However, · 4 7% of the strictly pig 

~ producers and 46% .of the farrow-to-finishers thought they. could 

replace compared to 24% of the fi:n,isherso 
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There appears to be considerable turnover among growers, 

although the evidence is not conclusive. Of the1900 growers, 39% 

were relatively new at contracting (begun in 1987 or 1988). About 

1/3 of the growers said they are now contracting with a different 

contractor than previously. Some ·48% of the contractors reported 

that they had dropped one or more growers for poor performanceo 

Almost as many contractors (31%) as growers (39%) were.;, 

relatively new at contracting.,. However, 3% of the contractors 
. . . 

began in the 1960s and another 6% in the 1970s. 

Contractor and grower attitudes toward contracting appeared 

positive~ When asked to rate their, satisfaction with contracting 
. ' ·. ;: . ' . ·.· . . . 

on a 6 point scale ( 6 = extremely satisfied and 1 = not at all 

satisfied) · growers gave an average score of 4 o 5 and contractors 

averaged 4 c 0 e An invitation to growers to complain about major 

probLems with their contractors did not elicit many strong 
. : : ~ ; ·. . , 

complaints. When asked if thE!y.worry about lo~-ing their contracts, 

_-78% of the growers said no, and only 2% said they worry a lot~ 

Independents are much more negative toward production 

contracting than are the participants'--the growers anci contractors. 

When independents were asked if they would consider being growers, 

one-half checked the strongly negative answer. of not under any. 

circumstance. Only 1% were considering the idea but another 20% 

said they might consider it sometime~ 

Of the strongly opposed independents about 1/2 appeared 

opposed in principle to contract production as being bad for 

• 



farmers while the other half had more individual business reasons. 

Thus, about 1/4 ·of independents were opposed in principle to 

contract production of hogs. 

Growers' it1dicated> a: variety of. reasons:" why:· they are·· growers .. 

rather than · independents., About 25.% indicated that financial 

conditions (lack of· credit · arid other binds) motivated their. 

cont:r:acting,! · Other''t"t\:las:c:ms ·main1¥ f:pcused',;i.o:tr l,ower market· risk and 

steadier incomes. 

About 21% of the nation's growers had not operated as 

independents'· but this .percentage rose to 53 for the South Atlantic 

region (contains NC) and 69% for the.South Central (contains AR). 

When asked if they wanted to become independent: 23% ·said they are 

partially independent now/ 34% said yes, and 43% said no. The 

proportion of "no" was much higher outside the North central region 

than in it. Only one in four growers eX!)ected to- become 

independent within the next 3·years .. 

Most growers receive fees related to. the volume o.f their 

contract production and often related also· to their· production 

efficiency· as measur.ed ·by pigs saved1 · death loss and feed 

conversion. Mostcontracts contain a base.fee per head that is 

1~ USUally paid at time Of marketing e 

When . asked the petcen:taqe of family income· derived from 

contracting, grower answers varied from zero to 100 with an average 

of 33o5e 
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Contractors were asked to compare their average costs. of 

production with efficient independents o 
l ' 

A majority felt their 

costs were the same, while a few more thought their costs lower 

than thought them higher. 

How viable and permanent is contract hog production? More of 

the~information summarized above is positive than negativeQ On the. 

posii,j:ive side that supports the continued viability of contract 

hog production are the following: 

(1) 9% of the contractors have be.en contracting 18 years or 

' . .:.:, . . . 

(2). output plans of all large and most s#ta1.1 .. cobtractoris. a,~e,; 
to stay in operation at the same o:i::-1 a larger size, 

(3) contractors expanded production strongly 1987 to 1988, 

(4) the contractor=grower relationship.appears healthy· with 
lots of expressed satisfaction arid.few complaints, and 

(5) contractors general1y·c1aim they·.a:i:::e Cis efficient or more 
efficient than large independents.: · · 

. . ... :_ .::·; ·- _·.: .. 

On the questionable side is the response of 2/J. of the growers. that 

··their _ ccmtract incomes won't cover the 'costs. ·of-~ ·-replacing 

facilities. Are contract fees goinq to grow.> larger in the future 

as the current stock of grower facilities is depleted? Another 

question relates to possibly.high turnover in the ranks of both 

growers and· smaller contractors. Since those who··· exit ·the•·• .·hog . 

business tend to discontinue magazine subscriptions, we have no 
' . ' 

direct way of measuring exits. ·However, it is certainly possible 

that many growers, particularly, view contracting as a rather 

short-term episode. In sum, the positive points appear to out-

' < 
' ' 
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weigh the questions e . Contract hog production . appears to be a 

viable operation that will gradually increase its market share in 

the next· few years. It 11 s too early to tell whether contract 

Procedures 
\ 

·\ 

We had, learned from our' 1987 survey th~t· (ll thef proportion. 

of hog producers involved in contracting was relatively small and 

(2) the involved proportions rose with size of producers. 

Consequently, we planned for a much larger sample than would 

qrdinaril;y b:er ne~essa:c:y· and· w:ei sa:mp1ed<·more" heavily: the,:. Lariger· 

producerse 

The sample sizes. w:.ere as shown in the fcillowingo 

Size 
<Marketed Per Year). 

·10,000 - more 
5,000 - 9,999 
3 ; CHlO - 4 , 9 9 9 
2,000 - 2,999 
1,000 - 1;999 

500 - 999 

Number of Hdq Units 
in Magazine. 

Classification 

903 
1,909 
3,545 
6,500 

18,740 
18,500 

Sample Size 

903 .·· 
1, 909 . 
2,100 
2,100 
2,082 
2,055 

There are prosandcons·tousinq a trade magazine list for a 

national .surveye Its . subscribers may not include the . entire 

population of producers and they may be more representative of some 

\. geographic areas or size groups than others. Moreover, there is 

no. readily available way of·. checking such discrepancies unless they .. 
are quite· largeQ. For exa.mple 8 one could discover quickly if a list­

contained. no .. op~rations,. on the,. West Coas .. t,. but there. is. no .. easy way. 



to check whether it contains 95 percent or only 75 percent of such 

operations.; Thus, the population to.. which we l>roject is 

technically the subscribinq units of Pork 89 which is likely not 

ident'ical tcf .. the u.s. population of h.oq producers. 

Another problem with hoq maqazine lists is that thf!t numbE!r'~Q'.f' 

subscribers typically exceeds the number of operational uni.ts. one 

reason is illustrated· by tJ:i.is example: 

,, 

assistant manager and two of the other employees of a sinqle J,.arge 

unit may subscribe. Another reason is that some people associated '. · . 

· with the industl'."Y may pretend to be producers in order to substj~ibe . 

to a limited circulation maqazine. A major- plus in eoope~~ting" .. • 

with Vance Publications is .their riqorous vali-dation of:: their - · 

- stibscription lists e An integral part. of that process. is: to :~ink: 
a subscriber to a unit and his/her role in that unit (e.qe ,; ·o'wner, 

. .. · "[ . 

manager,_ herdsman) • The list from, which we sampled was. r:es\t:~i<i:ted •... 
.' .·.:: . .':;; '. 

.·to one per.son per operation .. - Of Course, t.he-on-qoinq va1idation 
. '. . ~ ; ; ~ . . ~ 

.. process is ·not completely fool-proof 0 so there' will be1 'a::··few ~._, 

errors. -· Thus, -. this subscription list problem is minor f ~:i' this .. 

study. - : ! 

. . . . : ·. [ : : 
- . 

-The reason for using a subscription list for' a national survey 

is very si]llple. Its the. only method a nonqovermnental agenpy · :can 

afford. - A list and especially a list .stratified by size is se) much 

cheaper than a qeographic . samplinq approach. There aren ~ t . ·many 
: . . . . 

. . . . 

lists available and all have the- shortcominq of an unknown. de'gree 

of incompleteiles.s. ·· Pork 89 not only has a large · .. carefully--poli,ced::__ . 

. ;... 

. t 
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list but it also has an editor, Bill Newham, who has contributed 

greatly to formulation of objectives, design of questionnaires, 

supervision of procedures and analysis of results. 

Th:e' analysis pro.jects to. a' national population (of the 

magazine). The projection is based on multipliers in the following 

way. If we had 500 returns from a size X category that included 

2000 units., tb.en each return· is multip:lied by (2000/500) and. thus 

each return is treated as four returns. The multipliers were small 

for the large size units (2 .,JJ for the 5000-9999 group) and 

progressively larger for the small size unit groups containing many 

more units (17.96 for the 1000-1999 group)e We adopted one rule 

that undoubtedly underestimates the number and marketings of the 

really. large producers. The rule was that any operation with 

marketings of 50,000 or more would have a multiplier, of only one. 

Since we didn't obtain data from all those large operations, our 

totals err on the conservative side. 

·~· · A projection of this sort is based on the assumption that non= 

respondents are just like the respondents. In some previous work 

we have telephoned,a sample of the non=respondents and have.found 

them reasonably similar to the respondents~ 

Note that a separate paper on the structure of the hog 

industry does not project numbers for the smallest size group.of. 

500-999. This restriction makes our 1989 . results more easily 

• comparable with those published in 1987 which did not sample that 

smallest group. However 0 those contractors- and growers . in the 



1··,f·· .. 
"*-~:~ . ~ 

smallest qroup (500-999) are.included in the contract analysis of 

this paper. 
~ ..... 

We asked for annual marketings for both 1987 and 19880 Most 

resp:ondents qave data for both years but some ga.ve data for one or 

the other~· our size classifications are based on the data glven· 

us.. . If. size varied between the two. years, we used the larger;: 

category.· For example, a unit reporting 4500 market hogs in 1987. 

and 5000 ·in 1988 would be put into the sooo~9999 size group .. · Total 

output from other units · and/or·. contract uni ts was added to home .... 

. base . output to determine size .. However I contractor size was ... 

measured iri terms ·of market hogs or feeder pigs but not l:mt]i 

combined·. This more limiting definition of. contractor size was 

used,, to avoid the dotible · countinq . that would occur when a . 

. contractor's market hogs were produced from feeder pigs that he had . 

produced .. 

·.We used questionnaires· color. coded by the size unit repo;rted> · 

earlier· by· the subscriber. Thus we could link for~ e.ve_ry· que.e;.ti:on~~· · = _: . · 

naire the expected size (subscription list size) and· the size 

reported~. on the questionnaire for 1987 and 1988. Thi.s linkage 

enabled us to apply the appropriate multiplier to each schedule. 

We· emphasize that each multiplier was based arr expected -size 

because:the expected size groups generally had different sampling 

.... 

rates, as indicated earlier. · Aq;r:eement betwee.n expected size and 

questionnaire size was reasonably good. . ! 
~. 
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our definition of size in terms of 1987 or 1988, whichever is 

greater, will yield slightly more I>roducers and more marketings in 

the larger size group than would a definition based on 1988 alone. 

One~ jus)t±f~ication is that;,,we,, didn't'.: have t.o throw< out units: that ··· 

gave· u.s only .. 1987 data unless, of course, . they then quit 

productiorr. Another justification is. that a definition based on 

two years may be, more real,istico A unit. producing 600,Q head .. in 

1987 that dropped to 4500 head in .1988 because of some temporary 

problem (a family illness or a fire in a confinement building.or 

a disease outbreak) is still a 500()-9999 size .unite 

Insofar as possible, we tried to identify business units, not 

places of productiono The Agricultural census counts "places, " 

which is one of the reasons its counts will likely exceed ours. 

# For example, if Contractor X has growers (cbntractees). on 25 farms 

as well ·as farrowing on three different farms. of his own, the 

Census islikely to count 28"places," which are then reported as 

"farmse 11 We would count oneoperation for Contractor Xe Wewould 

count the same total marketings for our one "operation". as the 

census would divide among the 28 farms, so the size structure.would. 

be very different. 

Another difference between our results andtheCensus is that 

they show results for hogs and pigs combined rather than a separate 

market hogs category. 

In order to locate a sufficient sample of people involved in 

contracting, we have very large samples of people not involved in 
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contracting. For most purposes the non-contracting operations at 

the national level can be treated as having very small sampling 

error, provided respondents and non-respondents are alike. 

Sampling errors for the contractor and grower data are larger, 

although workable for most users. We cannot guarantee against non­

sampling error.· People can report erroneous data -- either in good 

or bad faith. Various mechanical mistakes can be made in mailing i 

coding and analysis. Some of these errors may be off setting. The 

study has been done very carefully and we believe the results are 

about.as good as can be obtained with this app:roache 

Explanatory Notes 

Anyone who contracts with growers to produce and/or feed.his 

pigs is classified as a "contractor" regardless of the number of 

pigs/hogs that he may produce in his own facilities. contractors 

were . asked · to indicate separately the marketings from their 

contract uni ts and from their own uni ts. Many contractors had 

extra units of their own production besides their contract units. 

Any contracting operation of more than 50, 000 head was arbitrarily 

defined as a "large contractor81 and those smaller were classed as 

a. Hsmall.contractor.H Small contractors were frequently farmers 

and/or feed dealers. 

A "large contractor" is an agribusiness that focuses on 

contracting ·(although it may have its own production units) and is 

·1arg~r and.more complex than a small contractor;;. It sometimes is 

a". formerly small contractor now grown larqe. It may be a large 

.. 
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... 

. 
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feed manufacturer or other larg:e company.. A "grower" (contractee) 

prociuces pigs, or.~ore often finishes pig:s,owned bya contractor. 

A few g:rowers operate more than one unit •. 

dfte~' d·f0 · OU~> p):'imary: coilPer:fi$"'.'; in tabUl'a~t:±ng~ l,arqe> contracto~Si" · 

· and producers was to avoid double counting;. That.: error might occu~'~" 

if two or more different, people from ,the same.:·organ.izati().n··sent in:' · 

:r;esponsesih Given that such-· people.: may: make~ sI.igiit·ly' diff.ez_entf,. 

estimates and may be located at different addresses:, a duplication 

is not immediately· obvious among· dozens of responses. · Hence we 
. . 

' . . . 

tried· by means of.·. zip codes ot .· returned envelopes and ·. publicly· 

available information to identify the larqest. producersc · . Their 

individual answers remain.confidential, of course. 

Most·. people's. lists. of biq names in the· hog·· business 

'> (contractors or independents)·would probablyinclude Tyson Foods, 

Goldkist~ Dreyfus, Benson Quinn, National Farms 1 Cargill, Carroll's 

Foods,. Continental, Lo :L. Murphrey·, Wendell ·Murphy, Prestage, 

· Pennfieldt- ~van Lunen and Hastings Pork. · A ·morec'comprehensive list. 

of large producers might includ~ such additional names -as Purina 

· Mills~ • Land .· o' Lakes1 .. Moultrie Farm Center (GA) , '1film Pork: (IA) ; 

Growthland. Companies {IAl ~- Triple Edge .Pork . (,IL) ,_. Tri~Que · Company 

(IN), Yeager & Sullivan (IN), Delmarva Farms·· (MD),_ M~> G. Purvis 

Farms (NC),. sand., Liyes·~~ck• sy$tems. (NE), Hershey. Aq s·erY"ice .. : ... (PA)., 

Keystone Mills (PA), White Oak Mills (PA), Lubbock swine Breeders 

(TX), and Advanced Genetics· (VA). Of those 30,. we believe we had 

at least· 25 •. 
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Our interest in contracting was strictly in production 

contracts in which the contractor provided pigs and/or other inputs 

to a grower and paid some sort of fixed or variable fee (rarely a 

share of profits) for the grower's efforts~ We exclµded any. 

marketing or forward delivery contracts that independent producers 

used to sell their own feeder pigs or slaughter hogs to.a buyer.; 

Magnitude of Contract Production 

The numbers of contractors and growers iri 1988 were projected 

to be,: growers 1900 and contractors 1023 ~ Both figures ar.e larger 

than the estimates in a related papel!' on structure" bec:ause; ... this 

analysis includes operationsin the 500-999market size while the 

other paper did note We regard the projection of 1900grower~ as ... 

much too low for reasons that are given latero 

There were 21 contractors that met the "large" definition of 

so,ooo or more market hogs (MH) or feeder·pigs (FP) marketed from 

contracts plus their own production. Note - that the definition 

requires 50-, ooo MH or FP rather than summing~ both-~ Since it is 

possible that own-produced FP might appear again as the operation' s 

contract MH, we didn't count both FP and MH in assigning this_ large 

size classification. 

We estimate that about lO·percent of the domestic slaµghter 

hogs in 1988.were produced under contract. Here are the numbers 

of MH provided by the surveyed contractors: 

Contract. 
Ownproduction by contractors 

6 8 807,000 
2.657,000 
9,464,000 
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The strictly contract hogs are 7.8 percent of the 86,959,000 

slaughter of U.S. produced hogs in 1988., Hogs produced . by 

contractors in their own facilities were 3 .1 percent .of U. s. 

sJ.:aughter<~ The<, two groups of·hogstotal 10. 9 p~rcentof .. slaughter~ 

However, since 1,764,000 of the "own-produced" hogs were marketed 

by small con.tractors including many by farmers, it maybe argued 

that these hogs were hardly contract production., Removing that 2, .. 0 

percent leaves a total of 8.9 percent. Finally, we know that we 

missed a few of the large contractors whose combined production was 

probably 0.5 to l.,O percent of UQSC slaughter.,· Thus, contracting 

was about 8 .. 4 to 12 percent of u es e slaughter depending on how 

inclusive is one's definition of production contracting . 

Contracting is important but it still has a relativ.ely small share 

~ of hog production~ 

Grower and contractor estimated marketings for 1988 of 

contract MH and FP were as follows: 

MH 
FP 
Total MH &: FP. 

contractors 

6,807,000 
910.000 

7,717,000 

Growers 

30003,000 
2.234.000 
5,237,000 

These are striking differences.. Growers'· total MH are. 3.~ 8. 

million head less than the contractor MH while · gi;ower F·P are 1. 3 

million greater than the. c.ontractor FP.. Part of the difference is 

readily explained. A grower pig producer transfers FP to the 

contractor regardless of whether the contractor feeds them out or 

sells them as FP. Usually . the·. former occurs.. ·· .. Thus, the 1. 3 
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Ideally the contractor total of contract MH & FP should equal 

the grower total of those twoc In this survey the grower total 

falls about 2 e 5 million head short. Why would the grower total be 

only 68% of the contractor total? 

This sizable discrepancy may reflect several possibilities: 

lG the grower population on the magazine list is much 

smaller because many growers feel less of an., 

entrepreneurial role and thus ignore trade magazines; 

2 • a larg.er proportion of growers than contractors failed 

to respond to our survey: 

3 c by not sampling growers that produce less than 500 Mff a 

year we may have missed many growers although likely not· 

many thousand MH & FP; and 

4. sampling errors may lead to over-estimating the 

contractors' total numbers and marketings and/or under­

estimating the growers' totalsc 

We would expect an average contractor to deal with several - ·­

growers c That there were only 28 percent more growers than 

contractbrs responding to our survey supports the idea of a.large 

under~countinq of growers. Thus 0 we proceed on the assumption that 

the contractor total MH is a good estimate of contract MH while- the 

·grower total MH is a major under-estimation of MH, and the grower 

total FP is also probably too small but not by as large a margin. 

Growth in Marketings of Contractors 

The best measure of average growth is to use those firms 

reporting marketing_§l for each of. two years. A comparison of 1987 
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and 1988 MH marketings for large and small contractors who each 

reported marketings for both years shows that MH marketings of 

small contractors grew by 16 percent whi.le their marketings of FP 

grew by 4 percents In contrast, the MH marketings of large 

contractors grew at only 8 percent from 1987 to 1988while their 

marketings of FP grew at a hefty 22 percent rate (table 1). 

Growth by regions from. 1987 to 1988 of those contractors" 

reporting marketings both years is reasonably similar on a 

percentage basis with a few exceptions (see Appendix B for a list 

of states by region). The following shows regional growth as a 

percentage increase above 1987 marketings~ 

Regions Contract MH Own= Produced MH All=FP 

WNC 19 4 12 
ENC 12 17 12 
EC 17 1 17 
RON 4 2 . (11) 

Nation 16 4 13 

This general similarity (excluding the RON) of regional growth 

frequently resulted from offsetting differences between large and 

small contractors within a region~ The following are percentage 

increases above 1987 marketings: 

Large Contractors Small Contractors 
Contract Own Contract Own 

Regions MH MH All FP . MH MH All FP 

WNC 10 (13) 29 24 11 6 
ENC 43 (2) 18 3 21 9 
EC 17 (2) 19 18 4 3 
RON 1 0 50 383 4 (27) 

Nation 12 (6) 22 19 10 4 

Thus, it appears that the WNC's large (19 percent) growth 

1987".'"88 in contract MM (first exhibit above) · was chiefly due to 

small contractor expansion (second exhibit), although the bigs have 
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gotten the greater publicity theres On the other hand, their {WNC) 

growth in FPwas led by the large contractors. The EC had fairly 

consistent growth patterns of large and small contractors except 

for FP.while the RON and ENC had quite divergent'patternsc (See 

table 2 for details behind the above twotablesc) 

Most of the contractor growth, 1987-1988, in marketings of 

contract MH and in all FP was in firms of 10, o.oo head. or more 

(table 3). As already noted, the data show a reduction in own= 

produced MH in the large contractor group, so there was more· growth 

of those MH in operations below 10, 000 head than in operations 

above that mark~ 

Net entry into contracting in recent years· would be another 

source of growth., There has been considerable entry recently into 

contracting (table 4) ., However, we have no measure of exits so we 

cannot estimate a rate of net exit or net entrye See Appendix A 

for data suggesting the net entry is likely quite smallc . 

Output Plans for Contractors 

Contractors were asked how they expected their number of hogs 

raised on contract to change by 1992.. These were the,>results: 

Percent of Percent of 1 88 Percent of '88 
output Plans by 1992 Contractors Contract·MH Contract·FP 

More hogs contracted 42 78 65 
About the same number 43 17 29 
Less contracted 8 4 4 
Out of contracting 

by 1992 7 1 2 

... 
' 

~ 

~ 
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Few contractors projected a decline in contract numbers or a' 

termination of contracting. Those few were obviously mostly 

smaller contractors because their shares of contract hogs and pigs 

we:tef st> smal.l.. Tqisr last; p.pint·:.: is· re.inf creed by a ... tabulation Q:f 

output plans by small versus large ce>ntractors. The<re·sults as'. a 

percentage of cont~ac;tors+.were: 

More 
Same 
Less 
Quit 

41 
44 

8 
_:z 
100 

81 
19 

0 
==11 
100 

. A majority of the small contractors are farmers . ., Hence, it 

would follow that their plans would be much like the small group.~. 

listed above. In fact, the other types of small contractor~were 

;. more expansion :minded than the farmer Contractors. Only :n.: percent 

of the farmer contractors planned to expand versus .61 perc~nt of 

the feed related, and 75 percent of the ·other agribusiness 

contract.ors (table S)o 

,• 

The WNC region, reflecting its numerous farmer contractors, 

was a bit less expansion minded than the c:rth~r regions (table 6) . 

output plan$wereless.expensive.for those contracting FF or 

pig production than forthose involved>in finishing (table 7)e 

Components of Contractor and. 
Grower· Marketings, · 1988 

The 21 large contractor$ in 1988 marketed 77 percent as many 

MH as the 1002 small contractors (table 8) • Specif icaily 1 · the 



large contractors marketed 4 7 · percent of the·. contract MH and 6 3 

percent . of the contract FP, . while their own=production was 34 

percent of contractors• own=produced MH and 46 percent of own= 

produced FP {tables 8 and 9). 

The large contractors marketed 3/4 of the contract MH in the 

combined.,SA & RON regions but only 30% in the Ne Central .. regions 

(table 8} e The SA and . RON regions were the only ones whe?.t.e large' 

contractors' own produced MH exceeded small contractors' own-

proc:luced MH (table 8) e Among. the small contractors the WNC region 

had.the leading shares in MH·and FPe The reader should be aware 

that the division of a contractor's volume among regions was< simply 

on the basis of the list of states provided by that contractor == 

· a fairly rcn.1g'h approximationo 

,, 

An examination· of contracto.r volume by size groups offers ,. · 

further confirmation that contracting is mainly large sea.lee Fully 

89, percent of both contractMH and contract FP were in contractor 

. -operations- -of 5000 head or more (t.~ble lCl)- .. · •. ···While · their own- c c 

production was not quite as concentrated, 76 percent of their own­

produced MH and 81 percent of their own-produced FP were in 

contractor operations of 5000 head or more (table 10) .. 

·On a -check-list for self~description, 68 ·-percent of the 

contractors.described themselves as farmers. Farmer contraqting 

generally was much smaller than that of average contractors as 

shown by their 18 percent· share of contract MH and their 25 percent 

share of contract FP (table 11).. These farmer contractors were a 

little larger as own-producers, with shares of 52 percent of the 
. . . 

own-produced MH' and 35'' percent of the own-produced FP . (table 11}. 



.. ' . .'.--'.:.·_·:.:.- .:: ·i"° ,. 

25;,:· 

F~ed;,..related contractors (feed dealers and/or feedmanufacturersl, 
. . ' . 

. not surprisingly, had. a much higher share of c.ontract MR th.an thei.r 

share of own~p~oduced Mil •... ·. 

Note~,· tha't":,_ thef.l · "big!'· ct:>ntracto~sv: int:J.;ude.dr 2.s. wh¢rea}S~' o:ur:~ · .. 

. · 11 larqe11 ope'.['ationa:; .included only.• 21.. While the. totals are not .. 

. greatly· di.fferent, ·.-the seif~described' l;U.g· contractt>rs>shoµld not~ 

be conf:t,ts~d:,wLthl' th:a4 lfirg~1\cop;t;rac:t:ors,: a~ d'e:f i.ned·. bi> siZie,;, in1~-. this/­

paper• 

. ~ . ' . 

GrowerMarketi~gs __ · 
. . . · ... : . .. : .. 

· -· ·. Qf:, · thei'' lS±O;(lt q~ow:ei~s., · · :Ln,,i, · L-9 .• ss~,;;- • 1.a.,&i . o.:rz:, . 6;2~%·, . gr.civd.;ded; 1.9.&8; 

. ·contract,· MH _.-_. d~ta01 .· a:nd: /:3~!.' O.r .· -~8%.·.p·rovided'···. 19.88:, contract •FP' ·data• .. 

. ·. '.; 

... .., 

In addition,.·. 325 or. :i1%. reported. 1988 : o"Wn-proci~ced: MH and 212 or "' 

r1% · reported 1988 ·own-produced FP (table 12}. Growers reported: . ·· 

lllarketings o~-·a,703,oo'O. contract_ MfI for a mean- of,. 2,2.77 and also 

3"00, cmq- ·own-prodticed. MH·f:or' a: mean, ·o·f .• 9·29 ...... ·Likewise,. they •-report~ct · 

. marketings of 21 234 1.000 contract FP for a mean: o-f;.3, 052 arid· 304, 000: 
. . . . ·. . ·.. . . 

own-produced FP· f.or a mean of 1 1 433. . . . ' . . . . . ' . : . 

. Contract growers generally averaged larger contract marketl.~gs 
. . 

of.both Mil andFPin tne SA reqion(table 13). Growers in the RON 
. . . . . ,· ·. . . - . :.' 

region had the' la~gest .average marketings'. of Mlf from their own.-:.. 

production but . they had . relatively.· . few su~h . operations .• , The 

average. operation.· in the WNC .. region mark~ted about· 1~900 contract 

. MH and/or-··21400·contract FPt.these averages·•'ar~-.-assoC?iated with the 
.. . -

... many smallei: farmer -cont;ac~ors in the WNC o 

Growers I of CO\lrSe ,. were not nearly; ·as · cortcentrated · in 'the 

l:il'rqeJ:'., s.i.z~$.i as .. ~we~e: _·cont~actori:h, . A:@, _ipqicatEa<l' ill table i4 ,. 43 
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percent of growers• contract MH and 66 percent of their contract 

FP were 'in :sizes 5000 head and abovee · Since we believe growers to 
be greatly under-estimated, it is. certainly possible that the .. 

req);;onal and size breakdownsare quite approximate .. 

Grower's · size· of operation was related · to the · type ·. of 

contracting. Strictly finishers had a . smaller. than ; avera:qEif 

<li,stribution of·sizes, while strictly F-F had a much larg;~r than 

average distribution, and the strictly piq producers were close to · 
' ' 

. . . .· 

the average distribution for all .growers {table·l5}. 

Growers under 40 years of·aqe produced nearly three-fifths. of . · 

the · c~ntract FP but only slightly .·more than two-fifths of the 

contract MH (table 16) •. In terms· of who contracted what, age· was 

related to the percent of growers contracting MH or FP as follows: 

'Age_· 

Under 40·· · 
40 and over· 

Number in 
Age Group 

940 
.930' 

Percent of Percent of 
Age Group Age Group Total 

Contracting MH · Contracting FP · · Percent .. 

44 
34 

1.02 
'103 

· -Note:·' -percentages .. excee<i 100 because some growers contracted for- . 
both pig production and pig finishing. · 

Types of Contract. Production ... 

contract~rs- may c_ontract to. produce FP, to finish: FP, to 

farrow-to-finish MH, or to farrow-to-finish breedinq s1:ock. A. few 

contractors may do ' all '• those . ' activities ' but ' a 'majority of ·, 

.· contractors reported specialization in a single type of production 

con.tractinq .. Finishing was the most common activity~ Of the'l.023 

contrC:lc:tors, ··.·on. an ·.opening· question, .. the following·.· contract · 

activities were reported:.· 

·' 

• 

.-

' ', .,.. 
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214 or 21% involved in .contract· pig production., 

892 or 87%, involved in contract. pig f inlshing, 

152 or. 15% involved in contract · farrow-=to-f inish, 
. . . · .. ·. : . 

3:3".T. or' 3% · • ~rivolved · ·. in~ contr:act; Dr,e(td'in9' .sttockt p.ro~~e.t.ion;; 
.. . .. 

Q'f the 1900> g:rql(ers, on· all. opening quest.ion, . the· folI'Owi,riq· c.ontra:~tt' . 

activities were:r~ported: ·· ... · · 

6:9.·7 .or·: 37,t, produ,c,ecfepnt:t:ac:t·'·p.iq~11 

1175 or .62% finish~dcontract pigs, 
. .. '. ·.· ·. . . ' . ·.. . 

169 .. o.r :9% ... did contract farr~w-to~finish, · .. ·· 

4% prod~ced contract b:reeaing stQcko ··. 
. . . ' . . . . . 

· .. The, pe,rcent(lqes .exceed 100 percent because several. g:rowers contract· .· 
. . . - . . _..· ·. ... . .. . . .. ., . ' 

for two or more .. activfti$s ~ . . ... · . . . . 

There is no reason ·'why the >q~owers. and eontr~ctoJ;s should be 

·more thanrouqhly similar in· their activities because the number 
·. . . 

of growers per cont.racte>r.varies·considerClbly· am,ong contractors. 

For example a recent·. ac:count reports th~t Murphy Farms· acquired, 190 
. . . . I 

grower contracts when: it purchased Plainview~ H()gS' · in Iowa~ - · 

Pig Finishing 
. . . . .· , 

·Placing piqs''with'.tgrowers< to'befini.s?ted:;ist"c:ur:rentl'y the:;-core~;, · 

.of production 'c:ontrac:tinq •. we wil1. exalJline'.:some ~haract,eristi~s: _ 

of this activ.ity and,- of l tS p~rticipati~q ~ontractors arid growers-. 
. •. .. . . 

. Cc>ntractors ' were asked to describe their -typical grower in 

terms of age and exl>erience'c ·The following picture emerqed .of the 

... . ' : 

. . ... . ·. . .·. 

5I<athy HohiUan:rt~ 11Muxphy, · ,Mbves,,• · int.~r~ 'th•~, K-idwa$t.,-.~.1;,. Hog~ Farin.· 
ManaqemEmt:, · Jan ..... 1~8:7.~:· · 
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contractors 11 perceptions. The typical finisher was said to be 40 

years of age which is a few years older than other growers. He has 

had 12.5 years experience as ·a producer and has been contracting 

with this contractor for 2.7 years. 

Grower finishers, on the other hand, described themselves o:rr 

average as 44 years old, which averaged a few.years older than the 

other growers. There was; .of course, a considerable range in age 

·of growers ~-·from 21· to 76. Grower finishers reported that on 

average they had begun contracting in 1985: beginning dates ranged 

from 1968 to 1988e Since many growers have changed contractors one· 

or more times~ it. is not inconsistent that their .·term of. 

contracting would be longer than the 2. 7 years described by: the 

contract.ors~ 

Growers reported that their finisher contract arrangements had 

an average length of 15 months; the range was three months to 10 

years. Other growers typically had average contracts two or three 

times as long as the finishers., 

Contractor finishers, on average, began their own hog 

production in .1975 and began contracting in 1985;,; Clearly the 

typical contractor did not begin production as a contractor. These 

average dates are within theranges of other types of.contractors. 

We can estimate roughly how many piqswere contracted to be. 

finished. It should be the total contract MH minus those contract 

MH . that were farrow-to-finish., since some contractors. had 

contracts for both finishing and F-F, their F-F marketings can only 
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be guessede It appears that the overall F-F proportion of MH was 

about 20% leaving about 80 percent or about 5.4 million MH to the 

finishers. The roughly 5,400,000 contract MH divided by 892 

ctmt:rau:t'l:>X' finisher'.s:;;yields'. a< mean of'. 6\, 05'4· MH •... 

The numbers on the more specialized grower side are con~istent 

with the· proportions arrived at . f.rom contractors. Growers who. 

f~inish""onl'y, account:ed for 7 o percent of total contract MH whil.:e,. 

growers engaged. in a combination of activities ('often involving 

finishing) accounted for- another 14 percent of contrac.t MH. The 

finish-only grower averaged 2,245 hogs/pigs per operation in 1988 

and the maximum operati.on. marketed 18 u OCH> head (table 16a) ~ 

-" Farrow-to~Finish · 

We found 152 contractors (15 percent) who were involved in 
J. 

contracting for farrow .... to•finish (F-F). o 

Contractors .. described their typical F~ F grower, on average, 

as being 3 O. 5 years old, which is the youngest group among growers. 

They report that he has .an average ·Of 7 o 5 years experience as a 

grower and has been contract,ing with this contractor an average of 

3~4 years. 

F=F growers reported their average age as 40 a big 

deviation from the contractor perception. They reported thl:lt,· on 

average, they began contracting in 19.85 with a range of 1977-1988. 

Growers reported their F-F contract arrangements averaged 49 

months in length with a range of 10 months t6 15 years~ 
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As already indicated, the F-F contractors produced about 20 

percent of the market hogs of the contractor group or about one 

million head. The average F=F contractor contracted an average of 

about 6,600 MH. The F-F specialized growers averaged.almost·41 700 

h'ead marketed in 1988 (table 16a) e 

Pig Producers 

We found 68 contractors (6.7 percent)_ involved solely in pig 

production but another 146 (l4e2 percent) w.ere involved in pig 

production· as well as other types of contractinge We cannot 

estill:l~:t:lf: their "t:otal output of .. FP·· b'e'eause contractors often fed. 

them out and reported MH numbers.rather.than FP numbers,, 

Contract.ors. described their typical pig-producer=grower as 

having 13 years experience and being 3 9 years old o They report the 

average grower as having contracted with them for 3 .3 years~ . 

. Growers who were solely pig producers reported an average age 

of 43 (a range of 21-76). They reported that on average they began 

contracting in 1983 (a range of 1960 to 1988) ~ Their average 

length of contract to produce pigs was 30 months (a range of four 

~onths to 10 years was reported). These specialized pig producers 

averaged marketings of 3, 150 head in 1988 but the · largest one 

marketed 39,000 head (table 16a). 

Facilities 

A new producer will have to invest in facilities -- an 

investment that rises with size and for operations that farrow or 

farrow.;;.to-finish rather than simply finishinq~ Even existir>:g 
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producers sometimes have to renovate or build one or more buildings 

to obtain a contract. A. recent trade magazine ·reported on a grower 

·that.was the largest and most.productive of Cargill's many gI:'owers 

in AR. 6 That unit had invested $300,.000 in a~ facilit;Y turning' out 

10,700 pigs a year from almost 500 sows .. The grower reported an 

expected pay.out in less than· 7 years. On the other hand, Gene 

Futrell, extension e;c:onomist. at I.owa state hasr felt that . many 

contracts offer too little to pay both decent wages and an adequate 

return .. on buildings. 7 

our 1987 survey found that growers in the SA region were much 

more likely than growers in the NC regions to have built facilities 

in order to receive a contract.. Midwestern growers most. often used 

existing facilities. 

About 34 percent of the growers reported in 1989 that they had:{ 

built or changed facilities in order to obtain a contract. · Growers 

reported the specific types of facility construction or remodeling 

that they did to obtain a contract., Newbuildings were reported 

slightly more frequently than remodeling (table 17) .. 

Their frequency of bull.Cling or remodeling was related to, .the,, 

growers' type of contract. Only 21 percent of those .. hundreds of · 

strictly finishers made any changes while 40 percent of those who 

were strictly F-F and 52 percent of those who .we+e exclusively pig. 

6Steve Marbery, wwRazorba.cks. on a Roll, " Hog Farm Management. 
March 1988,, pp .. 24-32 .. 

7Wil l iam Robbins 1 . "Farmers< Turn. te:.HoqJ' Ra'ising,:;. fOr' a. Fee 1 u ·NY\ 
Times~ May 29, 19.88 o 
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producers made changes. In total, about one-fourth the finishers 

of market hogs producing two-fifths of the MH had made changes 

while about one-half the pig producers with two=thirds of the FP 

had made changes in facilities. Likewise, there was an association 

of type of contractor and proportion of growers who changed 

facilities. The high percentages of change were with big 

cpntractors(57 percent) and feed manufacturers (51 perpent) while 

only 22 percent of those growers contracting with farmers made 

facility changes. 

There were other interesting relationships to facility 

changes. Those growers not expecting to become independent within 

three yea.rs were more than three times as likely to have made 

facility changes than those who did expect to become independent. 

The percent of growers reporting changes were as follows: WNC 25, 

ENC 23, NE40, SA 59, SC 90, andW 13. Those who said that their 

contract income was sufficient to replace their hog buildings 1 when 

it became necessary, were more than twice as-likely to_hav.e made 

facility changes as those who said their income was insuffic~ent. 

The question to contractors asked how much their typical 

feeder Rig. producer spent on remodeling or ~'llj.,.lding to __ obtain a 

c.ontract. The question was answered by 64 7 -- many more than the 

number of FP producers but 3 77 less than the total number of 

contractors. Some 62 percent of those contractor responses said 

something was spent by growers to change or build facilities. 

Perhaps the ._ much higher percentage reported by contractors is 

because the contractor question was disproportionalityanswered<by 

.. 

:""-
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pig producers who were the .most likely to have to build or modify.· 

However, there is probably some unexplained.:lnccmsistency between 

growers and contractors on this pointe 

This survey again . confirms that':. contrac,tors on the.} East Coast. 

obtained more changes in facilities, or new facilities, of their 

growers compared to contractors elsewhere (table 1.8). This 

difference is associated with.; the greater. presence of, big 

contractors on ·the East Coast . and the fact that they more 

frequently start new producers in contracting there. .·As shown in 
< < < 

:. . ' . . 

table. 19, .. b;ig contractors were greatly different from other types 

of contract.ors qoncerning their initial · requirements for 

facilities .. 

Contractors· were asked to score cm a 6-point · scale. the 

i condition of the facilities of their average grower. Means were 

ma1nly around 4 (6 is .excellent and i is poor) but they averaged 
.- _. . . . 

· · !i for those . big contractors requiring the :most modification or 

·building of facilities .. 

Maintenance and Replacement of Facilities 

Growers.were asked, "Isyour contract income enough that you 

qanaffordto adequately maintain your hog buildings?" They were 

}ater asked, 18!S your contract income enough to replace your hog 
.. - : . .: . . I ·. 

building$, if necessary?" Of those answering,· 89 percent said they 

could maintain but only 36 percent thought they could replace. The 

North Central region was most· positive about maintenance whil.e the 
. . . ' . -. 

RON was. most positive about replacement (table. 20lo ··Replies about 

maintenance were. n<i>t··.·re,lated, to ··size··· .. or cirowe~, .b\lt replies>. about 
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replacement tended to be more frequently positive at larger sizes. 

The percentages saying they could replace were related to the 

type of production activity as follows: strictly finishers 24%, 

strictly F-F · 48%, strictly piq production 47%, and strictly 

breeding stock production 75%. 

Those 89 percent who said that they could maintain their 

f.acilities had a;-higher average level of satisfaction (4.07 on a ·6 

point scale) than those 11 percent who said that contract income 

was inadequate (average satisfaction of 3.l)o 

Changes in' Contraeting'Parties" 

Contractors were asked if they had ever dropped a.grower due 

to poor performanceQ Those 48% giving affirmative replies were 

asked what percent of their contractees on January 1, 1988, had 

been dropped since then (a period of 15-16 months)e The average 

percentage-dropped by those dropping was 13 percent since January 

1, 1988 ,_ so the average grower turnover through this type of 

contractor drops for the whole group was abput 6.5 percent for a· 

15 to 16 month periodo 

The likelihood of having dropped someone is related to the 

type of contractor (partly a matter of size- and tenure) with 37 

percent of the farm contractors, 70 percent of the feed related, 

7 5 percent of other. agribusiness and 89 percent of the big 

contractors reporting drops.. The frequency of contractors who had 

ever dropped a grower quite naturally rose with the length of their· 

contracting, experience: 38 percent for those contractors beginning, 

-. 
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in 1986-88, 56 percent for those in 1983-85 and 69 percent for 

those. beginning contracting before 1983c 

Growers were asked a somewhat related question: have you 

previously' produced for' a' different contractor? Of·. 163 . .0· responses,. 

532 or 33 percent said yes. The yes percentages by region were 

East Coast 29, North Central 38. and remainder llo Given the longer 

. experience .. with cont:racting on· the East Coast, one might hav.e 

expected a higher percentage there e Probably the much greater 

·.number of· smaller, competing, contractors in the NC region is the 
. . 

explanation for a higher tur:nover., Thus far, contract production 

b,as been of a shorter run and more transitory nature in the NC 

The percentage of growers who had produced previously for 

•. another contractor varied a bit by size of grower: 4 7% for size 

.2000-29998 39% for size 1000-1999, 35% for size 3000-4999, 26% for 

si'ze 5000~9999, 23% for siz.e 10, ooo+ and 22% for size 500-1000. 

Likewise there appeared to be a slight relation to the type of 

contractor with growers for feed manufacturers high· at 42%, growers 

f.or big contractors at 3.1%, growers for area feed dealers at 28%. 

and growers for full-time farmers at 23%~ 

Contractor and Grower Attitudes 

Contractors were asked to rate s.everal characteristics of 

their average grower. Ratings were grouped as high (ratings of 4, 

5 or 6 on a 6=point scale) and low (ratings· qf 1 0 2 or. 3). The­

percentages of contr~ctors rating their average growers in the high 

- ' -
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group were as follows: 

66% Condition of facilities 

74% Production management ability 

8'6% Capacity to improve production :management under: your'° 

training 

50% Financial management abilities~; 

45% Financial. status .. 

The larger contractors were more satisfied with their growers' 

facilities than were the smaller contractors .. Consequently, 88 

percent of the contract MH and 90 percent of the contract FP were 

associated with high ratings of facilities.. The average contractor 

giving a· 18high" rating to his grower facilities contracted for 

10 8 285 MH in 1988 while the average contractor giving a "low" 

rating contracted for only 2 .. 400 MH.. By contractor type, the 

percentages giving high ratings to facilities were farmers 62 

percent, feed related 74 percent, other agribusiness 81 percent, 

and big contractors 100 percento 

Contractors were also asked to rate "your degree of 

satisfaction with contract production. n Their median and mean 

scores were .4. o on a 6-point scale where 6 equals extremely 

· satis.fied and 1 equals not at all satisfied. About 72 percent of 

the contractors gave a "high" ratinq of 4 or higher.· 

Contractor satisfaction with contracting was more highly 

related to contractor appraisal of growers' production management 

abilities, capacity to improve production management under 

... : 

·-

,• 
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ccmtractor training, and condition of facilities than to .the.other 

factors: . growers' . financial management abilities and growers 1 

financial statuse 

Grower.Attitudes. Growers:>were asked· to use a 6;~point':.sca~re.~'tty. 

show their "level of satisfaction with contract production and 

payment arrangement. ·11 Their mean score was 4 .• 5 and about 7:et 

contractor satisfaction ratings were quite similar .. Mean ratings 
: . . : . ' 

of grower satisfaction.did not differ substantially by region, age 
. ' ' . . . 

of growers, or typ.e ·of . major problems experiji!nced with contractors. 
' .. '.:' ' '. -· .:· _ .. , . . 

··Growers wel:e:.asked;to ·11describeiany major pro}:)leIQ,s experienced 

with your contractor. " Thirty( percent replied no problems . and; 

another 44 percent .didn't answer. some respcmdents may have been 

hesitant to voic·e criticisms, b\lt it appears that a majority may .. 
: . . 

have exp~riencep\ no majo:r; pre>blems. The regional pe:r;centages were~ 

EC NC RON. 

33% 49% 37% No Answer 

32 28 38 No Problems 

35 23 

100 100 10.() .. 

Those saying ''no problem" had average ·· satis~faction ratings of. more 

than one point higher.than those.listing.a problem. 

The most frequent problem (9 percent mentioned) was receipt 

of d,iseased livestock or poor quality inputs (table 21) •. The three 

next most frequent problems were: contractor won 8 t . keep my 

,·;, 
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facilities full, insufficient or slow payments, and communication 

hassles with contractor or his field.man ... (includes changing 

personnel, cumbersome records, changing procedures, etc.). Other 
' . ' •. . . 

problems mentioned included: contractor won't provide medicine or 

vet, meager technical assistance, ·and lack of long term contract; 

Specialized breeding · stock producers most emphasized the, 

communication hassle~ F-F producers most complained about poet; .. 

livestock. The number and type of problems appeared to be. somewhat 

related to the type of contractor .(table 2l)e 

Growers were asked; "Do you worry about losing your contract?"· 

Generally, they didn't; ~8 percent said no, 2~9 percent checked· 

"yes, I worry a little, 11 and· 2 percent checked "yes, I worry·.a ·· 

Growers were asked, "Why do you contract rather than producing 

strictly for yourself?" About 23 percent did not reply while 1.2 · 

percent· gave two reasons. The most frequent· reasons ··were:· .. · 

financial .(lack of.capital._.and credit to be. independent) at· 2,s·-~ 

percent and less market risk at 18 percent. Other _reasons, ·in · 

declining· order ·of· mention, were:. better. and/or more steady. 

income, . assured-· market (simplifles ·life·· not to worry about· 

marketing); better cash flow, a way to get started·, less burden to· 

work with someone, and better livestock~. Those in the NC region· 

more frequently cited financial. reasons than.· did those in other 

regions (table 22)e In some communities, contract production has 

been perceived as the last stop before bankruptcy ... Note that most 

--

1 
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of the above reasons are much more positive .. 

Growers rated their contractor on helpfulness in improving 

their production efficiency through better records and training in 

new: techniques;~ et:c. The .. modal and .. median s.c,ore was 4, (on the 

usual 6-point . scale · with 6 extremely helpfuL and 1 not at all 

helpf\ll). However, there: was . great dispersion with 15 percent · 

rating .. 1 and 18 percent rating · 6"' Those older operations• (began: 

hog production before 1950) had a lower opinion than other groups 

of contractor helpfulness~ Consistent with that, 3 3 percent of 

growers 40 yea.rs of age, or. old.er., gave a rating of 5 or 6 cm 

helpfulness compared to 43 percent of .. the younger growers giving 

those . high ratings. There was some association of higher 

satisfaction with more helpful ratings but even 52 percent of those 

rating helpfulness at l (not at all helpful) gave "high 11 

satisfaction ratings. Itis.qlJ.ite possible tobe satisfied with. 

ccmtracting even while finding contractors to be · unhelpful in a 

technical sense. Medium sized growers tJ-0-00 to 9999} more -

frequently gave high ratings while the smallest operations gave a 

majority of low. ratings. Ratinqs ·of helpfulness were also related 

to·the production activity of the growers: specialized finishers 

gave a mean rating of 3 e 4 compared to 3 : 9 for F'-F growers, 4 o O for 

pig producers and 5.1 for breeding stock producers. Ratings of 

helpfulness appeared related to the type of contractor: large 

contractors had a higher mean rating of 4.4 than the other three 

groups. that had means ranging from 3o.3. to 3 Q 7o 
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Grower lndeJJendence and Related Attitudes. 

-- - About 79 percent of the · qrowers reported-_ they operated an 
- ' -

independenthoq-operation-beforethey beqan contractinq while 330 
:' . : .. ·. . .. . ·. . . 

or 21 percen~ ,had not·; , on averaqe;~ those indep.endents had operated:;> 

14 .. 5_--·years- as- independents. The.·previously independent: averaged< 

almost four. YE!ars older than the never independent. The pe:rcentaqe. 

-of independents .. was related to the size of the 9"J:"ower operation. 
. . . . . . 

While 89,- 91and87 percent of qrowers in-the three_ smallest sizes 

_ had been _ independent, · only- . 61, - 60 -- and 57 percent of the -three 

larqest- sizes- had - been independent., In other -_ words, when .-_-

contractors- take the trouble to set up new producers as 9':rowers; . 

they tend to_work with larger-operations. 

-- The - percentage of independents was definitely related' ·to 

reqion o - The percentaqes that_ had been independent were: WNC 9 5 

percent, ENC 72 ·percent, -_ NE- 76 percent, SA 47 percent, sc-· 31 - --

percent, and w 90 percent. -The perception · of problems didn't_-
- - -

appear. to be related to whether previously independent e < - Likewise,_ 

· satisfaction - ratings of -contractinq -were ·not related:'_ to whether __ 

previclusiy-: -independent. Those who had been - independent more 

frequently st:r:-essed finances ctndless market riskas' their reasons 

for contractinq. 

The proportion of previously independent varied by the- type , 

of specialized production activity. The percent who -had been 

independent was 90: for- piq finishers, 84 for F-F 1 _ 61-- for pig ~ 

producers ,and·-so for breedinq stock producers.-~-:·--
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The· type of contractor· was relate.d to . the·. percentage .·· of 

previously independerlt .growers .as,, follows: .. ··· Jarge corttractois 68 ' · 

.. percent1 farmers :84 percent,· feed related .. so :percent,- and other 
. ' . ·. .'·· : 

~~:fbnsine;s·s0i g;.4';~ pe~oen:t{ · · 
.. ~ . . ·' . 

.. Thus- the grower· who ... :beqins hog prodU:ctiqfr an<F contra:ctin:g::: .· . 

. s:d~multaneously. tends . t~·;gj. : b$;.~:younC1er, ···liv~; outsi_d~f th~,,.c~rnb.ert~; •• ~-. 
. . operate . a.· larger· unit·~·i ana-: .:Qroctuoe" p~sd oi:''.br~~dil'l~,~- s~b;c~; to.;r~ .. :o;!; .·· 

large contractor .. 

· •.• would· grow~x-s ···like~tobeco]Qe· independ~nt? . ~irty~i<lur-p.ercerit 
', ...... 

independent . as . ~ey prod'1ce. .some .. • hogs•: of::.: ·t~e.i;J:' . ow~ . : rrh: 
proportions .:differ ·by: X'eqj;ons with: 34 ._pe~cerit ~'':n~,. i~:- the .. NC,~ '(5§ ". 

percent "no11 •in the:.·RON,.·i:tn~ 62 .. percellt 11nd,1•:',;j_n,\:tie-:Ecc···· · 'l'~~t :1 

Conlbelt. independ~ncesliows up;·:aqa.in~.·-.· -Tho$e-'-~tihg: nti averaqed·df!~r · 
. .. . . . .· ·,· .. ·. ' . . . "··:(·,·· '.;·. .... . ,. ; 

~ . .. . 

years·. of aqe ,ver$us; :aq•' 37" ·for the· yes ,gitt~e~~l ;seyin~ :·they waht .· 
·.·· , 

independe11ce and age 45. for ··those' also<·i~~~ehdeJlt;n9~~·-.· Th~ ·· 

J;>erce11t · wantiliq ·· .. fri4ependen<:e . wa.s • a . little t~"l" at Jlie three 

smaller sizes . (J.9'; . 47· . and 40 Percent) versus<.at, :tl);e·:: tnre'e lat:q~..t;::· 
. . ·.. . '. ·. .· . . . . ' . . . '. ~ 

sizes . {18, .40 _and 2.4 p~rceritl' of.·operati,ons. • ··• , 

Attitude' toward iriaependenc• shows·: so•e· ~~l'atiori· tg~ reas~~~;., · 
:·,·, 

f:pr. contracting~ • . . Those .: no1! wanting . ·. t~ becpJlle; ~ndepen~etjt ' sbo:w~<i' ' 

. more conc~rn about market·. risk. and. liked ·llo:t](ing: w;i.th sdmeone el~e ~· .. 

Those wanting to .. ··be·. i;ndePe11dent··.· put. more'> em,Pl'l~Sis o~: c\lr~~ni: ' 
.. .. . . . :.,.:· .. 

financial probl:ems . ami/~r> viewed :coritrac~ing ' ~~~ a ' ~ay,· ,to . <J$,t • 
!"' '• 

. started'~· . .· ·: :_._,,.· 

··'·•.,. 
":. ~. ' 

',·· . 

' '.· 

.·.·. 
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Growers were asked if they expect tobecome fully independent 

within the next three years. 'Their expectation was related, of 

course, to their attitude toward . independence .. Here were the 

results: 

Expect independence 
in 3 ·.·years'? 

Yes No Total 

Want Il1d¢pendence? Yes 
No 

Still Also 
Total 

49% 
1 

23 
23 

51% 
99 
77 
77 

100% 
100 
100 
100 

It surprises that only 23 percent of those now also 

independent expect to be within three years·' while 49 percent of 

those not independent' (but wanting to ;be) expect to be independent 

in three years .. Perhaps the partially independent have the least 

interest in becoming totally independent. Note that, in total, 

only one grower in four expects to be independent in three years. 

By s.ize the hiqhest proportions expecting independence were 

27 and 28 · percent in sizes 1000 to 2999 while the lowest 
. . 

proportions were 16 and 14 percent in sizes 30()0 to 9999 • 

Ezj>ectation had a regional dimension with these percentages of y;~s: 

WNC 34 1 ENC 5, East Coast 28, anci RON'llo 

Independents, Atti'tudes . Toward Contracting 

Independent producers with no experience in contracting were 

asked a question (with ·a check list of answers) reading: Would you 

consider raising hogs or pigs on contract for-another party? One 

out of every two of the several thousand respondents< g;:tve the 

strongly negative answer of nr would not. consider contract raising 
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under any circumstance" -- the "no way" answer of table 2.3. . It 

should be noted, however, that .. 1% were cons.idering bec9mirig · a. 

grower' and another.20% were willing to consider the idea. Thus, 

there is< .. a s:ignif.icant' po~l of .. independent .. producers;o .. who, might.be}. 

recruited as growerse Not surprisingly 1 ...•. tnose independents that· 

had begun productiop since 1984 were significantly less neg~tive 

about c:ontl:'.acting· than older· operatiPJ'lS.:te . There'k· was. no:t; lT!µch;, 

(iifference in attitude by size of unit except that the largest 

units (10,000+} were a trifle less. negative than the smaller sizes.· 

Independents in the N. 9entral region were more negative . toward. 

contracting than those in other regions· (table :tJJ ·" 

That one-half<who gave.· the strongly negative· "no way 1~ · answe+$i 

were asked 111Whye". About 2/3 · of>them answered, .. representing IftOre 
' ' 

than.12,000 producers~ Of.thesestronglynegativeproducers abol;lt 

l/ 2 were opposed to contracting in general and/or saw it as• a 

threat 'to ' their independence (:table 24) m Other ·reasons were 

generally more operational in nature, such a.s contracts .pay poorly 

or the .respondent»s age or health would hinder, or his facilitie:;; 

weren tl,t adequate e .While there .. were a. few reg.ional differences they 

were not large (table 24) .. 

Independent ··producer• s were. next asked· if ·they···. would consider 

becoming a .contractor. Most (69%l sai,d ·they were nq:t interested 

inhaving someone producehoqs on contract for them, while 1% were 

considering contractinq.and 30% saidtheymight consider itinthe 

future. (table 25)... Growers in the rest of the nation were more· 

:interested' •tha.nf.,g~owe~s·····.· irP· th:~• ·N•.. c~nt~a~··i.··and:Ea~t"~:··c(:)a$t····r.eg.f;ons:r.• 
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Larger operations more frequently than smaller ones were interested 

in becoming contractors: 72% not interested for sizes 500-1999 

compared to only 60% not interested for sizes 5000 and up. 

Likewise, smaller proportions.of the· older operations than of the 

newer were interested in becoming contractors: 76% not interested 

. of those operations ·• begun before 1970 compareq .. to 5.5% fd.r those. 

begin after,1984. 

Those respondents indicating no interest in becoming 

contractors were asked to explain why .. Only 8% gave personal 

opposition to contracting as their reason. However the most 

c.omm.only reply of "personal preference'8 often may have · been 

·motivated by opposition (table 26) .. Another 8% gave workmanship 

reasons == "a grower wouldn 8 t do it the right way that I do it. 11 

Another 17% felt that contracting wouldn't pay~ There were some 

small regional differences (table 26)G 

Outlets for MH 

18How do you usually ma.r~et your slaughter hogs? vt- The 959 

contractors answers to a specific list were as.follows: 

Number 

399. 
383 

157 

20 
959 

Percent·of. 
Those Answering. Marketoutlet 

42 Shop around nearly every time· I sell 
40 Sell regularly at same outlet for 

going price 
16 Have a standing agreement at a price 

premium 
2 Other or sell only FP 

100 

These results indicate most contractors used regular ·market 

channels with only one irt si~'f;;, having negotiated a standing 

-· . 
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agreement with a specific packer at a price premium. However, a 

comparison of contractor type by market outlet showed that 82 

percent of the big contractors had negotiated such agreements. 

Likewis·e·, the use of standing agreements was related positively to 

size of contractor as follows: sizes 500-2999 had 8% usage, sizes 

3000-9999 had 19% and sizes 10,000 plus had 32%. Hence, about 28% 

of. contrac.torsi MH were probably covered by such formula pricing 

type agreements that bypass the regular price discovery markets. 

As shown in table 27 the use of market outlets varied by regions 

with the least shoppinq around on the East Coast and the most in 

the North central. There were the most standing agreements at.a 

premium price on the East Coast andthe least in the North Central. 

Resources Prouided by Contractors 

Co:ntractorswere asked to indicate theperce:ntages·of certain 

resources (inputs) provided by themselves· and by growers. 

Generally th~ contractors provided almost all of the breeding 

stock, feed, and medicines and almost none of the facilities, labor 

(and day to day management), and utilities. There were perhaps a 

few more deviations from this alL or nothing pattern in farrow..;to­

finish than in finishing. (table 28). 

Contractor Production Costs· 

Contractors were asked to compare their average cost of 

production with the average costs of "a really efficient, large­

scale independent . opera.tor in your area. eg These estimates may be 

expected to be quite crude . for area costs and even for some 
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contractors• costs. Generally, a majority of the contractors 

answering felt their average costs of .production were the. same as 

independent competitors while a few more contractors thought their 

costs lower than thought· them higher, excep:t for Y".'"'F (table 29·) • 

Contractor. Self-Description and Feed Source• 

· .. All but 32 of, the 1023· contractors answered a> check-llst 

.. description of their business.; The results were: 

Full-time farmer 
Par.t;-time · faner. ·· 
Feed manufacturer 

··Feed dealer 
.Big contractor 
other.agribusiness 

· Obviously very few of 

Number 
Percent.of 

Those Answering 

604 61 
9~ 10 
55 5 

159· 16 
2a· 3· 

·51.. ---2. 
991 10-0 

these contractors. described· thems.el ves 

as purely contractors. As noted earlier,· seven more classified· 

themselves as .big contractors than fitted our 50 1 000 head· 

definition. of large contractors o Farmers ·· and· feed . busin.~§_ses 

comptise most of the contractors. · Recall, however, - that those two - .. ·· 

major.groups marketed only 45 percent of.the contract MH and 34 

percent . of the ·· contract FP whiie big .· contractors marketed 51 .• 

percent and 63 percent· of ·those contract MH and FP (table ll). · · 

Descriptive lists often force simplification. ·It appears from the 

feed source data given below that numerous farmers had feed dealer 

ties and certainly the typical big contractor makes. much of his own .. 

feed~- Hence; these descriptions should not be: taken' too literally . 

as mutually exclusive definitions of contractors. 

.. 

-.. 

.. 



· As indicated previously in table 19, the big contractors 

typically required much greater initial investments of. growers in 

facilities. 

The NC r>~g'ion' had:~ a;~. hig1:1 1 p:roportion of' farmers:§ a:nd.> f;eed> 

d'ealers but lower propor:t±ons · of . big contractors and·. other:'. 

agribusinesses<{table 30). 

The coxnparis·~:m: ot< t~.~;:; cpnt~.actl;:rr; .. with 'fe.ed;;;. s,ourc.e.,2shp.ws,:.ttiatt, 

17 percent of the "farmers" were also feed dealers or feed 

manufacturers.. However, 52 percent of ·the farmer-contractors have 

a deal with a single feed source (table 3.1) c Not surprisingly most 

feed dealers and feed manufacturers supply their contract hogs with 

their own feedc Note that 86 percent of the big contractors had. · 

a feed dealer or feed manufacturer connection c Overall, taking 

bids had a very low proportion . of users while a majority of 

contractors (54 percent) use4 some type of continuous contracting 

with one or several feed sourcesc Obviously, the large majority 

of feed for c:c:mt:ract production of hogs came from captive~ sources. 

Grower Descriptions of Contractors and of Selves 

Growers were given a' l..ist to describe their contractors that?'' 

was identical to the list given to contractors for their self-

descriptionc Generally, the growers perceived their contractors 
' ' - . . - ' .. 

more frequently as feed-related . or big contractors or other 

agribusiness than the contractors had reported (table 32)., This 

result would be expected to the , extent that . those _ categories 

contract, on average, with more growers than· .. farmercontractors_.do. 

It is also possi})le that, qrqwe;r.1;r. wex-ek a1 lj.,tt,:)...e. less likely to 
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perceive their.contractors as farmers than contractors wereo 

There were some.interesting variationsby region (table 32)o 

In every region except the RON, the feed dealer or mam1facturer is 

perceived as contractor more frequently than any other . group/ .. 

The average marketings of growers were related to "t;:he kirid.of 

contractor with · whom they . assQciated o Nqt" surprisingly, the· 

cont+act means of both FP and MH wer~ larger for tb'Ose 9;'.«;)We~ 

associated with big contractors (table 33). 
. . .. 

About 16 percent of the growers contracting with famers had· 

· never been independent versus 20 .percent of those contracting· with 

feed folkS· and 32 percent. of those· contracting with big 

contractors. Thus, it appears that big contractors were twice as· 

likely as farmers to start out qrowers with no previous experience 

in · hog production. R. H. Mohesky, director of Cargill's hog 

contracting has been quoted as saying:: "We. are lopking for people .· 

Wh0. have Qeen SUCC8SSfUl I not necessarily those With hog prOdUCtiOn 

experience.. If a person has been successful, ·regardless~ o·f the--· 

epdeavor, chances are he will make an excellent producer. 118 

As indicated earlier in table. 21, those growers associated 
. . . . . . 

. . 

with the big contractors or feed-related contractors appeared to 

have a few less problems than those growers associated with farmers, 

or other agribusiness contractors. 

·Growers were· asked to describe themselves in terms of a ·list. 

The results were as follows: part-time farmer 28 percent, full­

time ·farmer· 59 _percent, feed.de~ler rela~ed.(owner:or.employee) 2· 

· .. 'ilog ~Management, March 1988, p. 28 .. 

-~ 

:: 
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percent, owner or . employee of hog contractor 3 percent,. other 2 

percent~ ·and combinations of. above 6 ··percent •. · These answers 

reflect the self;,;,.descriptions of,qrowers and :there was no room on··· 

time farll\er. The shares~ ot mar.ketings••especi.ally of contract··MH-
. . . l . 

-we.re; .. ·:reasonably sim.il~;-;· to. the{. petce:n:taqes of .c;Jrc;iw~rs•i by type· .. 

c.taD,1,e;i0: 3;';4:;r.,. 

The aqe groups by ·decades· of ~e 1675. growers who provided 

·tJieir ages· were as· follows:. 

Percent 

'• 20""'29·. 10 ' 
3.0~39 . 35· 
40-49... 25 
50..;.'59 19 
60-69 .10 
70-79 __:_i. 

' ' ' 10~ 

Witb· ag:·percent of'qrowers under·.60· years of··aqe,·· the···turnover· 

.· o.f•· qrowers···assoclated'.,'.•~i,~h. aqinV'wou.Id not" he": e*IJeotea:. to··•b.e::··ve1ey·· 

fast. .. 
. . . . . . . . 

. . ... · . ··.· .. "• ·. . . . _. . ·. . 

. ·Growers: . Length of. Contract an.d .Time. Began 
· · · Production wid Contracting · · · 

Growe~s: ·~erEi,, a·skeq •. the Tenqth · of: t.heh::· typical· cdntrapt . 
. · . : : . .. . 

Answers ranqed,from thr~e:,:months,· to 240 .months with strictly ·F-F 
. .. . . . ~· ·.. . .· . . . . . ', 

growers haviri<;;J· :t~e largest ·mean of. 49 months, strictly pig 

producers. next at ;30,. strictly breeding ·stock producers ·at 26 and· 

st~rictly piq finishers 'at 15• The. overall' mean contract <for the 
. ' . ; . ,. ' 

1453 qr~wers providing :tjliat data was 2th5. months. ·. , ·· . ·~ . 

Tho!Se- g:r,owe:rs~ who~ g~v:efthe·i., hiqher' x;a:tinqj;·'.· (SC.Oclt'.S::i:( .4~6} Oll< the;, .· .. 

: ') .· 
· .. ~-- . ..... .. . ·. 
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helpfulness of.their contractors had longer contracts on average 

(32 months) while those growers. who gave the lower ratings (scores 

1=3) had average contracts of 17 c 5 months. However, as noted 

above, long.er contracts are associated with. F-F and pig production 

activities which. tended to give higher ratings on helpfulness. 

Likewise, there was a positive association between ratings of 

overall satisfaction with contracting and the length o"f contract. 

Those growers reporting contracts shorter than 3 6 months 

produced 68 percent of the contract MH and 52 percent of the· 

contract FP in 1988$ However, these same growers marketed fewer 

contract MH and contract FP per grower than those with longer con'""' 

tracts$· The means per grower were 2,581 contract MH versus 3,794 

contract MH and 1 6 97 6 contract FP versus 3, 3 51 contract FP. 

Seventy-eight percent . of the growers with contract MH and 61 

percent of the growers with contract FP reported contracts shorter 

than 36 months. 

Contract periods averaged longer in the EC than in the_ NC­

region. The percent of contracts shorter than 36 months were: WNC 

87 percent, ENC 79 percent, EC 45. percent, RON 64 percent, and 

nation 74 percent.. These regional averages are probably affected 

by the different mixes of production activities by regionsc 

Contracts averaged roughly 10 months longer when growers 

contracted with big contractors or feed=related contractors than 

when they contracted with farm.ers or other agribusiness 

contractors., 

.-

: 
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Contracts averaged 33 months when facilities were initially 

built or altered to obtain the contract and. averaged only 22 months 

when they were note 

G.rowers were· asked'.; "What year did you beg;in::pra'd'ucing'hogs?" 

Answers ranged back as far~ as the 1930s and were distributed a$.; 

In 19SOs 
In 1970s 
In 1960s 

Before 1960 

39% 
36% 
12% 

J.1% 
100 

The percentages of growers who had started production as 

independents or growers were related to the period they began 

productiona The percentages of growers beqinningas independents 

or growers by time periods were; 

No dates given 

In 1980s 
In 1970s 
In 1960s 
Before 1960 
No dates given 

Independents 

56% 
88 
97 

100 
87 

Growers 

44% 
·12 

3 
0 

13 

Growers were asked, "What year did you begin contractin9? 11 

Answers ranged back as;_f .. c:Jr as 1960 and were dis:tributed:,as follows.: 

1988 
1987 
1986 
1984-85 
B.ef.ore 1984 

26% 
.15 
17 
29 

·~. 

100 

It appears that some growers were quite large when they began 

contracting; table 35 indicates that 9 percent of 1988- sign~up.s and _. 

17 percent of those beginning in 1987 had a1987-88 size of 5000 



head or more marketed. That table also indicates that the highest 

proportion of large growers was in the group that contracted before 

1984 and had had some years to grow~ 

Table 3 6 indicates that mean size of contrac,t marketing~· was> 

largest for the group of growers . beginning before · 1983. Not 

surprisingly, the average age of that same group was about. seven 

~~a:t'S greater than the grou,ps beginning contracting.later. 

The percentages of growers who once were independent is 

related to the period th~y began contracting as follows: 

Period Began 

1986-88 
1983-85 

Before 1983 

Percent of Growers 
Ini tiall¥ Independ.ent 

83 
82 
64 

,, 

The smaller percent of initially independent growers in the before· _ 

1983 period may be related to either or both of the following 

hypotheses: (1) the initially never independent stay longer as 

growers, and (2) the spread of contracting to the Narth,Central 

region after 1982 recruited heavily among former independents. 

Table 37 indicates larger proportions of the. early recruits to 

contracting were in the East Coast region .. 

Grower attitudes toward independence were related to the 

period they began contracting, as follows: 

Period Began 

1986-88. 
1983-85 
Before 1983 

Want Independence 

40 
36 
16 

Percent Expect 
to Gain Independence 

27 
22 
13 



53 

The belief that their contract income is enough to replace 

their hog buildings was held more frequently by those growers 

beginning after 1982 tha.n by those beginning contracting earlier. 

Grower Reported Resource. Sh.ares 

Growers who produced FP reported shares of resources (inputs) 

provided by themselves and by their contracto.rs;,. Growers s:aid they 

provided virtually all facilities (99 percent), most (87 .4 percent) 

of the utilities, but only 31 percent of the medicines and vet 

care, 30 percent of the feed, and 27 percent of the breeding stock. 

The: grower. :c:eported averages are··.consistent. with: tho.se1 repcrrt'.e'd' b¥ 

contractors for facilities and labor but are considerably higher 

for the ·grower. shares·· on medicines, feed and .. br.eeding stock. 

Perhaps some contractors purchase some feed and breeding stock from 

their growers causing the two groups to.report differently. 

Growers who produced .farrow-to-finish reported share.s of' · 

resources (inputs) provided by themselves. On average, growers 

provided virtually all (99 percent) of the facilities, 94 percent 

of the labor, 92 percent of the utilities, but only 31 percent of 

the breeding stock, 34 percent of. the medicines an(i vet .care., and 

26 percent of the feed. The major disagre.ements with the averages 

reported by contractors were again in feed, breeding stock and . · 

medicines., As shown in table 38, growers usually reported zero or 

100 percent· shares with very few reporting anything in between. 

There is no way of knowing if some growers may have carelessly gone 

down. the. rese>urce, Ii.st'"• reppr,ting.~ the"'. contractor, sha;re. fo;r. their· 
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own. . But their accuracy on facilities and ·labor suggests there 

weren't . too m~:my ·errors on the .other resources.. Thus, there seems 

to be some difference in grower and contractor reports of the 

resource~ shares provided for feed, medicines>\ and breeding sto.ck. 

Fee$ Growers. Report for Finishing Pigs 

There is_,'no simple way to cover the diversity of~"'pa.yment plans . 

reported by qrowers who finished piqs for contractors. Generally, 

most (88 percent) qrower-finishers reported receiving set fees 

(often includlnq performance incentives or penalties) ·rath~r than 

· e,rofit,,,e;.hares (.or even .. fee$• plus pro,fit shar.es) .... 

The/ most common fee was in dollars per head.· when ·hogs· are·-

marketed; the next most common was a fee per head when. the pigs '· 

arrived· and the next was a· .payment of cents per head per day., 

About so percent of the finishers reported a fee at :marketing:; 33 

percent a fee on arrival, and 20 percent a daily fee.. A fee on 

arrival was almost always combined with a fee at :marketing or (less 

·often) a··fee pe;r pound of gain., In ·addition, -3 percent reported ·~ 
. . . ' . . 

no set fees·· but profit-sharinq •. These percentages total 106 ·. 

percent because a few reported two types of fees. There were 9 

percent who reported fees plus-profit-shares; these 9-percent are 

included in the percentages reported above. . The reported.; finishing.· 

fees were: 

At· marketing · 
At arrival 
Daily 

Mean 

. $5. 39 
$4.34 

1:r;·~ 

Most .. Common 

$4 
$4 
7¢ 

Range .. 

$1-$10· 
$2-$8_ .. 
7¢-10¢+··· 

Percent 
Receiving Extra 

61' 
. 83 

31 
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Per head fees typically totaled $7 to $9 (besides any special 

incentives). One grower claimed to receive> only a $2 fee per head 

at time of, marketing. Presumably there were special circumstances 
i' 

for s,o ... · l,ow .. a•.··f:ee., .or· it was simply inaccurate. The;highest .. gro:weJ.'.' ···. 

payoffs.appeared to be·oneofthe following: 

(.ll per head fees Of' $6 on arrival plus $6 at· time of 
marketing, 

(2) $4050 per head on arrival plus 2 1/2 cents per pound of 
gain plus up to $3 per head extra for high feed 
efficiencyo 

Several growers reported their contracts relied mainly on fees 

per pound of gain; the range in cents per pound was from 2 l/~t to 

4 l/2e About/ 1/2 of all the yardage f:ees were T cents per day. 

Yardage .fees were. rarely reported by growers working with the large 

contractors .•... About 3/4 of thos.e growers working with large 

contractors relied on fees per head. No. fees below $6 per head 

were observed in that group: a.nd there was a conside:rab·le number in 

the $8 to $10 rangem 

The lowest fees were associated with a seccmd fee-or profit~ 

sharing and/or a sizable incentive program. For example, 93 

·percent of those reporting arrival fees in the range of $2-$4.eSO 

said they also had an incentive program .while only 47 percent of 

those reporting higher arrival fees reported receiving incentives .. 

As shown above, 83 percent of the total finishers receiving arrival 

fees .also reported receiving extra incentives (and possible 

penalties); whi.le 52 percent of all finishers reported receiving 

extra incentiveso 
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The types of other arrangements (than the three fees specified 

above) spelled out by 234 finishers were as follows: 

Percent of 
234 Answering 

49 

13 
14 
14 

_!Q 
100 

Percent of 
All Finishers 

.9e6 

..b..Q. 
19.7 

Other Arrangements Cfees) 

Set fee per' pound weight gain or 
weight sold 

Fee related to feed conversion 
Prof it share 
Fee per month or per building 

used per month 
Fee per head or per head per day 

There were 300-grower~finishers who gave 442 answers 

describing their incentives/penalty program. They were as follows: 

Percent of 
234' Answering'.'. 

3CLO 
37.0 
32.0 
0.5 
0 .. 5 

Percent of 
All Finishers 

23.3 

Other Arrangements. Cf eesl 

Feed conversion 
Feed conversion and livability 
Livability 
Livability and leanness 
Feed conversion and even market . 

weights 

In summary, we did not ask for grower estimates of the total 

payment per head to grower-finishersc Howeverv payments in the· 

range of $7 to $9 per head were typical. There is a great 

diversity of payment plans. Almost all plans contain a base fee 

per. head (sometimes per head per day) Q overall, it appears 3 

percent solely had profit sharing while 9 to 12 percent had profit­

sharing in additions Beyond that base fee, about 12 percent of the 

finishers received some sort of fee related to weight gain or 

weight sold or feed conve:rsionc Beyond all that, 23 percent of the·· 

grower-finishers had incentive/penalty provisions based on feed 

conversion, livability or bo.th. 
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Fees Growers Report for Producing Pigs 

Growers who are pig producers reported the f ollowin9 

distribution of their payments: 

65% 
12% 
11% 

7% 
3% 
1% 

_ll 
100% 

fee per head when pigs-marketed 
cents per pound when pigs marketed 
formula fee related to current market prices 
fee per sow 
one pig per litter 
set percent of gross sales 
set percent of prof its 

In a few cases, there was a combination of fees such as fee per pig 

marketed and fee per sowo 

In addition to those fees, 52 percent o.f the- pig producers 

reported they received incentives/penal ties o Most of these related 

to farrowing efficiency -- stated in various, wayso For the 266 

operations providing answers about incentives, the replies were: 

Percent of 226 

44 
27 

8 
17 
13 

_9 
118 

pigs saved per year 
pigs weaned per litter 
pigs marketed per sow weaned 
average weight over 40 pounds _ 
sow death loss 
percent crates filled 

The total percentage exceeds 100 because of multiple replies·e 

The sizes of individual payments were: 

Mean 

$12.67 
70¢ 

$~.L 71 
23% 

Range 

$4-$40 
20-97 

0-22 
0~37 

Type Payment 

Dollars per pig marketed 
Cents per pound of pigs marketed 
Fee per month per sow handled 
Percent of sales 

Most large contractors had a base payment per head of pigs 

marketed plus incentive payments for productivity (usually pigs per 
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litter or pigs. per sow in inventory). Growers of one large 

contractor identified their base as $9.50 perpig while growers of 

another large contractor identified their base payment as $14c50 

:ger head. Most· other growers> for large· contractors identified 

their payments as being within that $9.50 to $14.50 range. Since 

the details of the incentive payments aren't clear, we don' t·,rknow 

how. similar that total paymentswere amonq·the large contractorso 

Small contractors tended to rely on slightly larger payments 

per pig (more in the range of $12 to $18) than paid by large 

contractors but only a minority provided extra productivity 

incentives0 The extreme payment of $40 per pig noted above in the 

summary range was an exceptional case in which the grower provided 

everything and received a fixed price from an investor groupe 

In summary, a large majority of pig producers reported they 

were rewarded by fees· per pig marketed . (or per cwt. of pigs 

:marketed}c In addition, about half apparently received some 

additional incentives of which a majority are -tied to pigs -, saved e 

Fees Growers Report for Farrow-to-Finish 

Farrow-to..;.f inish growers reported the following distribution 

of their payments: 

73% 
18% 

4% 
5% 

100% 

dollars per head when pigs marketed 
cents per pound of hogs marketed 
combination of the two above 
profit share 

In addition to those fees 0 42 percent reported .that they 

received performance incentives of penalties, but only a few 

spelled out their nature o Generally· they invol ve<;l feed conversion 

--
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and/or death loss and/or pigs saved or pigs weaned per litter, 

and/or percent crates filled. 

We have the average fees reported for only 97 F-F growers. 

$17 .17 
12.3 
6.4%.~ 

Range 

$9" 25=$27. 00/ 
12 ..• 0-12" 5¢'. 

9~75% 

doIIars per.head marketed 
cents. per pound marketed· 
share of. prof its 

Given the small number of replies, they should be treated with 

caution~ The lower fees were associated with incentive premiums 

which may have added significantly to the total pay. The 12 1/2 

cents per pound would amount to $30 for a 240 pound hog - a payment 

that appeared somewhat better than the other fees. About 30% of 

the F-F growers claimed they provided the breeding stock, so they 

would expect higher pay than those who didn't. one producer of 

breeding stock reported a fee of $18 per head of slaughter hogs 

with premiums for the breeding animals and a share of "profits." 

Another· grower that was producing· F-F for·· an- EC feed dealer 

reported his contract in detail. He received $15 to $19.25 per 

head depending on pigs weaned per litter pl.us a: premium of up to 

$1., 25 per head for percent crates filled; plus 4 1/2 cents· per 

pound·gain over the 45 pound feeder pig. For example: 

$17.75 
1.00 
8.77 

$27.52 

for 9.5 pigs weaned per litter 
for 110% crates filled 
per head 4 1/2¢ for adding 195 lb. (240 lb. market) 



Contract Share of Growers' 
Family Income and Hired Labor 
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Growers were asked, "What percent of your family income is 

derived from your contracting.arrangements?" Answers varied from 

zero to 100 percent with a mean of 33. 5 percent for the 1715 

answers. The mean answers by size g:roup were positively associated 

as follows: 

Size Group 

500=999 
1000~1999 

2000=2999 
3000-4999 
5000-9999 
lOuOOO + 

Mean Percent 
Family Income 

l8o5 
25a0 
37o0 
5le5 
56e5 
67.0 

Those growers who were also in independent production had a 

mean percent family income from contracting of 25 a 5 percent versus 

32.5 percent for those wanting to become independent versus 43.5 

percent for those not wanting to become independente 

The mean percentage of family income from contracting appeared 

to be relat~d inversely to the age of ,.the operation, as follows: 

Period Begun Production 

1940s 
. 1950s 
1960s. 
1970s 
1980s 

Mean Percent Family Income 

17 
20 
41 
36 
46 

Growers were asked, "How many hours per week of hired labor 

do you use in your hog contracting operation?" The answers of 813 

units ranged widely from one to 110 hours with a mean of 45 hours. 

As,,, expected, there. was a p,ositive. association between amount o.f 
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hired labor and the size unit (table 39). Only those units market= 

ing more than 5000head averaged one or more .full-time employees. 



Appendix A 

Estimation. Difficulties 

62 

Our 1987 study of structure excluded large contractors but 

estimated a"volume of 4;956,000 MH in 1986 by 1009 farm contractors 

(the group called small contractors here). Since oU.r current 

estimate for 1988 is 5, 354, 000 MH for 1002 small contractors, a 

growth of 398, 000 or 8 percent is indicated ft That growth . rate,. 

appears too low .. · Probably the 1986 numbers were over-estimated 

=- they were based on a :much smaller sample of contractors than in 

the present study .. 

For the 1986 to :L988 g~owth. rate of 8 percent. by · small 

contractors to be reconciled with their higher 1987 to 1988 growth. 

rates of l6 percent, either.there was high negative growth 1986 to 

1987, or there was a sizable net exit of operations ·from 1986 to 

1988 .. Since the estimated number of small contractor firms is 

about the same in 1988 as 1986, .there was not a sizable·net exit. 

Forced to choose between a high negative growth rate 1986 to 1987 .. · 

or an over-estimation of small contractor numbers. and marketings 

in 1986, we chose the latter as more likely. An·over-estimate of 

600,000 contract MH in the 1986 study seems plausible. 

Our current study estimated 1002 small contractors while our 

1987 study estimated 1009 -- likely an over-estimate. While that 

comparison might suggest great stability in contracting, further 

·analysis suggests that there has been. a considerable amount of 

entry since 1986 balanced by a somewhat smaller amount of exit from. 

). 

: 
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contracting. Of the 903 contractors providing the year they began 

contracting, 381 or 31 percent began in 1987 or later, that is, 

after the 1987 study (table 4). 

Our grower responses: were about s,ix time~:;, as numerous in the 

1989 sample as ip the 1987 survey. While our estimated population .. 

of g:rowers is still too low, it is_ much l~rger at' 1900· than the 829 

e.stimated in 1987 ._ What was the .s.ource, of·.1011_ more -growers? Tw;o 

major sources were (1) 748 "entrantsH in 1987-88 (growers in the 

1989-survey who said they began contracting in 1987 or 1988) and 

(2) much greater numbers of small sizes (500-1999) of growers. 

Much of the second source results from our sampling the 500-999 

expected size group for the first time in our -1989 survey. We 

estimated 241 and 287 "non...;entrant" operations in the two smallest 

size groups in 1989 versus only six_inthe 1987 survey (table 40). 

Our survey sample was too small in 1987 to have much accuracy 
I 

by size groups, so the 1989 numbers in table 4-0 should be a 

considerably more reliable - picture. The sizable - -proportion of 

grower entrants in 1987-88 into contracting (748 out of 1900} 

suggests a fairly rapid qrowth~, Howe:v:ert that large entry i_s 

likely partially cou:nter""balanced by exits, of. which wehave_ no 
. . : . . 

survey estimates. See, however, the data on c.ontractor drops·· of_ 

growers. 

It was· surprising to find the estimated number of growers 

rising from- 849 tol900 while the estimated number of MH rose only 

from 2, 663, ooo to 3, 003, ooo from the 1987 -- survey to the . 1989 
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survey. The explanation has two parts: (1) as already noted, a 

large part of the increased number of growers were in the two 

smallest sizes and they added only 540, 000 to the MH estimates, and 

(2) a much higher proportion ofqrower output in the .1989 survey 

is in FP production. Thus, the grower output of MH was up 341, ooo 

or 13 percent from 1987 to.1989 while their output of. FP was up 

1, 953, ooo or 332 percent; (table. 41) • It wouL9, appear that there· 

has been only a slow growth in grower output . of MH but a much 

faster · growth in grower output of · FP. However, we would urge 

caution in using these numbers as any sort of precise measurements 

of those two trends. 

... 

: 
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Appendix B 

List of States by Region 

The regional · analyses uses a fairly common set of regions. 

· The · North:east (NEl includes> the states of CT~ MK, ME, NH, NJ, NY, 

PA, RI,. VT. The East North Central (ENC) includes the states of 

IL, IN, MI, OH, WI. The West North Central (WNC) includes IA, KS, 

MN, MO, ND, NE~ SD. The South Atlantic (SA) includes DE, FL, GA, 

MD, NC, SC, VA, WV. The South Central (SC) includes AL, AR, KY, 

LA, MS, OK, TN, TX. The West (W) includes AK, AZ, CA, co, HI, ID, 

MT, NM, NV, OR,.UT, WA, WY., The consolidated regions are the NC 

o~ North Central (:ENC and WNC}, the EC or East Coast, (NE a;rid SA) 

and the RON or rest of. the nation (SC and WJ. We had responses 

from all the 50 states except NH, VT, CT and AK. 



Table 1 

Growth in Marketings of MH & FP, 1987 to 1988, 
by Size of Contractor * 

Contract 87-88 % MH 87 87-88 % Total % 
Size MH87 MH 0 87-88 Own-Prod MH 87-88 MH 87 87-88 

(000 head) (000 head) (000 head') 

Smal I 2874 554 19% 1466 148 +10% 4340 16% 

Large. 2658 331 12% 949. -56 -6% 3607 8% 
Tota I 5532 885 16% 2415 92 4% 7947 12% 

Contract FP % FP 87 87-88 % Total % 
FP87 87-8.8 87-88 Own-Prod FP 87-88 FP 87 87-88 

(000 head) (000 head) (000 head) 

Smal I 280 33 12% 686 8 1% 966 4% 

Large 378 194 51% 580 18 3% 958 22% 
Total 658 227 34% 1266 26 2% 1924 13% 

"'Table is restricted to comparing those who reported numbers marketed of MH and/or FP in both 87 & 88, so 
totals are smaller than for the unrestricted marketings, 

..... 87-88 indicates the change in reported marketings from 1987 to 1988. 

~,. 

.. 
. 
-
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WNC 

ENC 

EC 

RON 

Size 

Contractor 

Small 
Large 
Total 

Sma 11 

large 
Tot a I 

Sma.11 

Large 
Total 

Sma 11 

Large 
Total 

Grand Toh I 

87 No. 

1627 
777 

2404 

475 
152 
627 

767 
1098 
1815 

6 

680 
686 

5532 

Table 2 

Growth In Marketings of MH & FP, 

1987 to 1988 by Region & Size of Contractor 

Chg. 87-88 % Chg. 

383 24% 
78 10· 

461 19 

13 . . 3 

65 43 

78 12 

135 18 

183 17 

318 17 

Z3 383 

6 1 
29 . 4 

886 16 

Own-Produced MH 

87. No. 

830 
360 

1190 

184 
46 

230 

344 
425 -··--'" 
769 

107 
117 
224 

2413 

.91 

( 46)' 
45· 

39 

l:..!l 
38 

14 

ill, 
5 

4 

0 

4 

92 

11% 

(13) 

4 

21 
(2) 

17 

4 

(2) 

4 
0 

2 

4 

ToJal FP 

87 No. Chg, 87-88 

646 37 

264 ·. 75 
--·; 

910 112 

194 18 

95 17 

289 35 

67 2 

583 110 

650 112 

59 (16) 

_.!.§. 8 

75 (8) 

Hl24 251 

%Chg.·. 

6% 

29 
.12 

9 

18 
12 

3 

19 

17 

(27) 

50 

(11) 

13 

Nata: The rough way the large contractors' marketings were distributed among regions, as described in the 

text, should be considered in interpreting this. table. Because of rounding, totals may vary between tables by 
1 or 2 thousand haad. 



Table 3 

Growth in Marketings, 1987 to 1988 .. 
by Size of Contractor 

(87 marketing numbers & changes in 000 head) 

Contract MH Own-Produced MH All FP 

Chg Chg Chg 
Size Group 87 No. 87-88. % Chg 87 No. 87-89 % Ch,g. 87 No. 87-88 %'..Chg 

500-1999 88 30.· 34 100 15 15 83 (39) (4 7) 

2000-4999 497 66 13 453 52 11 238 12 5 

5000-9999 . 532 35 7 411 11 3 119 23 19 

10,000-49,999 1757 423 24 502 70 14 526 29 6. 

50,000 up 2-658 331 12 949 (56) (6) 958 212 22 
Total 5532 885 16 2415 92 4 1924 237 12 

.• 



Entry Period 

None Given 

1960s 

1970s 

1980-82 

1983-84 

1985-86 

1987-88 

'-

Table 4 

Number of Contractors by Year 
of Entry into Contracting 

Number 

121 

26 

49 

101 

189 

256 

281 
~·--·· 
1023 

3 

6 

11 

21 

28 

3.1 
100 



Table 5 

Output Plans by Type of Contractor 

Contractor Type 

Feed "Big" Other 
Output Planby 1992 Farmer Related Contractor Ag business~ 

Larger 31% 61% 86% 75% 

Same 50. 33 14 15 

Smaller 9 4 0 10 

Out of Contracting 10 2 0 0 
100 100 100 100 

_. 



Table 6 

Output Plans of Contractors by Region 

Region 

Output Plan by 1992 WNC ENC ~ RON 

Larger 39% 48% 42.% 58% 

Same 44 39 45· 33 

Smaller 7 11 8 9 

Out of Contracting 10 2 5 0 
100% 100% 100% 100% 

. -
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Table 7 

Type of Contractor Contracting 
by Output Plans 

Type of Contracting. 

Strictly Finishing 

F~i:J'lishing: Plus One o;r: 
More O±her Types 

Pig Production & F-F 
& Their ·combination . 

Up 

43.5% 

53.6 

15.1 

Outptit by 

Same Down --
41.0% 7.4% 

34.4 10. 4 

67.7 8.3 

..... 

'92 

Out Total --
8.1%. 100.0% 

1.6 100.Q 

8.9 100.0 

.. '• 

" 



Table 8 

Market Hogs Marketed by Contractors in 1988 by Class & Region 
.... 

Contract MH Own-Produced MH Total MH 

Sma.11 * Large" Sma 11 * Large * Smal 1'" Large'" 
Region (OOOhead) % (000 head) % (000 head) % (000 head) % (000 head) % (000 he~d) % 

WNC 2, 064 58 855 27 982 56 315 35 3, 046 57 1, 170 28 

ENC 512 14 217 7 223 13 45 735 14 262 6 

NE 581 16 274 8 184 10 14 2 765 14 288 7 

SA 405 1, 135 37 264 15 402 45 669 12 1, 587 39 

RON 28 686 21 111 6 117 13 139 803 20 
3, 590 100 3,217 100 l, 764 100 893 100 5, 354 100 . 4, 110 100 

"Indicates class size of contractor. 



Table 9 

1988 Contractor FP by Class &Region 

Contract FP Own-Produced FP 

·small* Large*. smau*. 
... 

.. ,1 '. 
Large~ 

Region (000 head) % (000 head) % (000 ·head) % (000 head) __!_., .. -·-·-. 

WNC 169 50 209 37 537 75 130_ 22 

ENC 74 22 57 10 140 20 55 9 ·- -

EC 86 25 281 49 412 69 

RON 9 3 24 4 34 _5 
338 - 100 572 100 711 100 597 100 

*'!ndica:tes class size of contractor. 

Warning: these numbers probably overestimate the sales of FP by c.ontractors 
while the contract_ FP grossly underestimates. the .numbers of pigs produced for· 
contractor feeding out. See "-Magnitude of Contract Production" in the text~ 

~. 

.... 
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,, . -

Size.· 

500-1000 

1000-1999. 

2000-2999 

3000-4999 

5000-9999 

10. 000-
49,999 

50,0ffO + 

*All "large 

Contra.ct 
(000) 

16 

137 

234 

370 

581 

2,252 

3,217 
6,807 

Table 10 

Market Hogs & Feeder Pigs Marketed 
by ~ontractors in 1988 by Size* 

Own-Produced 
MH MH Contract 

% (000) % (000) -·-· 

0.2 4 0.2 20 

2 113 4 6 

3 182 7 25 

5 32/8 12 43 

9 459 17 86 

33 678 25 158 

47 893 34 572 

FP 
% .. · 

2 

1 

3 

5 

9 

17 

63 
100 2,657 100 910 .JOO 

contractors" are in the 50,000+ size. 

See the warning in Table B. concerning FP. 

Own-Produced 
Fl;> 

(000) % 

0 0 

46 4 

57 4 

139 11 

72 5 

397 30 

597 46 
1,308 100 



Table 11 

1988 Contractor, MH & FP by Type of Contractor 

. own-
Own-Produced Contract Produced Number of 

Typeo Contract f'IH MH FP FP OJ2erations 
Contractor (000) % (000) % (000) % (000) % II % 

Farmer 1,221 18 1,367 52 226 25 465 35 69.8 68 

Feed Dealer, 
or Mfg; 1,854 27 2Sl 9 82. 9 116 . 9:. 214 21 

"Big" 
Contractor 3,435 sf 912 34 572 63 543 42 28 3 

Other 
Ag business 298 4 128 5 30 3 184 14 83 8 -----

6,808 100 z,; 658 100 910,, 100 Ls3,o.a~ 100 1,023 lOD 

Note: It i.s important to note that these are self-descriptionso Especially 
note that 28 people/firms called themselves and are included as "big 
contractors," while only 21 were classed as "large contractors'' based 
on marketingso Thus, the big contractor volume of contract MH at 
3,435;000 was 218,000 more than the large contractor volume of 
contract MH in 1988. 

See the warning in Table B concerning FP numbers. 

.... 
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\., 

t> Growers. 

1013 
174 
151 

~uh-totals 325 

649 
83 

129 

Sub-to.tals · 732 

Sub:-totals 212 

,"·«.· 

Table. 12 

Numbers and Percentages of Growers Reporting 
· · MH and FP Marketings for 1988 

% of 1900 Growers 

53% 
9%' 
8% 

62% 

17% 

34%' 
4% 
7% 

38% 

.• 11% 

Cont·ract· Mif,). 0 
Co~tract MW> 0 
Cbntract .MJi = 0 

Contract: MH > o·· 

Own MH ) 0 

Contrac;t FP ,) 0 
C.ontract FP > 0 
Contract' .FP 0 

Cori tract ·FP > ·O 

Own FP ) 0 

but Own MH'=·· 0 
and Own_MH >· o:· 
but Own MH > 0 

but own 'FP =·O 
and· Own FP > 0 
but Own FP > 0 

':.. Note: These percentages appear slightly• inconsistent. with the percentage of 
growers.· reporting their activities o.n the opening question .of. the schedule 
because people may occasionally err and/or they may have been i_nvolved. in· an 
activity in Br but re.port- no. marketin.gs~ in.·.88.' . · 



Table 13 

Average Grower Marketings of "" MH and FP by Region, 1988 

Region Contract MH Contract FP Own-Prod. MH Own-Prod. FP 

WNC 1860 2399 770 1330 

ENC 1917 3335 969 3161 

NE 3.219 2294 374 978 

SA 4033 5591 841 1234 

RON 1798 2846 5275 2299 

Nation 2277 3052 929 1433 

Note: Means are computed on the basis, of those reporting each type. of 
production. 



', 
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Table 14 

... Grower Marketings of MH and FP 
by Size of Operation, 1988 

Contract MH Contract FP Own-Prod. MH Own-Prod. FP 
Size (000) % (000) % (000) % (000) % 

soo.,.1000 107 4 96 4 28 10 14 5 

1000-:-1999 456 17 126 6 49 16 76 25 

2000-2999 435 '16 176 8 12' 4 11 5· 

3000~4999 545 20 372 16 91 30 19 6 

5000-9999 520 19 774 35 34 11 42 14 

10' 000 + 640 24 690 31 86 29 139 45 
2703 100 2.234 100 300 100 307 100 



Table 15 

Distrib"Ution of Numbers of Grower Operations 
by Type of Contracting & Size of Operation 

Contracting Type 500-1999 2000-49.99 5000~9999 

Strictly Finisher 57.5 33 .. 5 6.5 

Strictly Pig Production· 51.6 26;9 14.S 

Strictly ·Fa.rrow-,to Finish 36 .. 6.:o- 2,5. 8 25~1 

A,11 Growers 52.l 30.8 11. 0 

10,000 + Total 

2.7 100.0 

7.0 100.0 

12. 5 100.0 

6. l 100.0 

: 



Table 16 

1988 Grower Contract Marketings by Age-Group 

Contract MH Contract FP 

G.rower_ /p Marketings ff Marketings 
Age~Group N growers (000 head) % growers (000 head) %_ 

Under 40 940 547 1,163 43' 418 1,295 58 

40 and over 930 639 1,540 _jl 315 939 42 
·---: 

1 8io* 1,186 2, 703,' 100 733 2~234 100 
' 

*30 didn't give age. 



Finishing Only 

Pig Production 

E:.;...F Only 

Breeding Stock 

Combinations of 

-~·-...... ~· · .. ·:' 

. . 

Table 16a 

Grower Marketing of Total Hogs & Pigs 1988 
by Type of Contract Production 

2,324 2,245 

Only 1, 718 3,150 

500 4,687 

Only 237 8,602 

Above 765 4, 142 

5,544 2,918 

18,000 

39,000. 

26,000 

15,000 

21,800 



.. 
Facility Changes 

Buil.t new 

r.:.eased/Purchased 

Modified/Upgraded 

Table 17 

Facility Changes Reported by Growers 
to Obtain a Contract 

Type of Facility 

Nursery/ 
Farrowing Grower Finishing 

12 .. 10 8 

2 2 3 

9 8 11 

*Numbers are % of all 1900 growers 

Breeding or 
Gestation 

11 

2 

5 



Average 
Grower Expenditure 

None. 

$1~4,999 

$5000-49,999 

$50,000 + 

Table 18 

Contractor Responses by Region 
Concerning Typical Grower Expense to Build 
or Chartge Facilities to Obtain a Contract 

Combined Regions 

North Central East Coast 

39% 21% 

53 30 

6 27 

2 22 
100 100 

Rest of 
Nation 

72% 

12 

12 

4 
100 



Average 
Grower Expenditure 

None 

$1-4,999 

$5,000-49,999 

$50,000 + 

Table 19 

Contractor Responses by Contractor Type 
Concerning Typical Grower Expense to Build 
or Change Facilities to Obtain a Contract 

Contractor Type 

Feed Big Other 
Farmer Related Contractor Agribusiness 

39 39 4 46 

51 50 12 25 

8 8 31 17 

2 3 53 12 
100 100 100 100 

Total 

38 

48 

9 

5 
100 



Table 20 

Distribution by Region of Grower Answers on 
Maintaining or.Replacing Facilities from Contract Income 

Reply on Facilities North.Central East Coast RON 

Yes, can maintain 91% 88% 80% 

Yes, can replace 30 31 53 

Nation 

89% 

.34 



Prob.I em 

No answer 

No problem 

Poor livestock 

Facilities not 
kept full 

Insufficient 
or slow pay 

Communication 
hassels 

Table 21 

Grower Problems with Contractor 
by Type of Contractor 

Type of Contractor 

Feed~ Big Other 
Farmers Related Contractors Agribusiness Total 

39% 47% 42% 48% 44 

29 31 36 18 30 

14 6 10 5 9· 

5 6 1 10 s 

4 7 2 17 5 

3 3 6 2 4 

Note: Columns would add to 100% if other problems & combination answers were 
included. Those given include the main problems listed. 



Reasons 

Financial 

Less market risk 

Better &/or more steady 

Assured market 

Table 22 

More Frequent Reasons Why Growers 
Contract by Region 

Combined Regions 

N. Central East Coast 

37 25 

20 30 

income 9 12 

9 5 

Other and Combination of reasons _n 28 
100 100 

Note: percentages are of the 1475 growers giving reasons. 

Rest of 
Nation Total 

26 32 

25 23 

10 9 

4 7 

35 29 
100 100 



Table 23 

Independents' Willingness to be a Grower by Region 

Combined Regions 

Be .a. Grower?. N. Central East Coast. RON Nation 
~· 

Am considering it 1% 2% 2% 1% 

Might consider it. 19 2.4 33 20· 

Would only if' financially 
forced 29 32 25 29 

No way 51 42 40 50 
100% 100% 100% 100% 

J' 

.. 



Table 24 

Reasons Given by Independents for Their 
Strong Opposition to Being a Grower by Region 

ReasonsforOpposition 

I want to keep my 
.· independence 

Opposed to•contracting 

Contracting is poor pay 

My age or health prevents 

I:qad.equate facilities 

Fear ·of dis.ease 

Generally not interested. 

Other 

N. Central 

33%· 

16 

14 

6 

5 

3 

22 

1 
1.00% 

Combined Regions 

East Coast RON 

37% 16% 

17 23 

10 20 

5 1 

2 7 

3 T 

25 20 

1 6 
100% 100% 

Nation 

3'2% 

LS 

14 

6 

5 

4 

22 
t, 

1 
100% 

\..,_; 
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' .~. 

Be a.Contractor 

Am considering it 

Might consider it 

Not interested 

Table 25 

Independents' Willingness to Become 
a Farm Contractor by Region 

Combined Reg: ions 

N. Central East Coast RON 

1% 2% 1 

29 3.0 38 

70 68 61 
100% 100% 100% 

Nation 

1% 

30 

69 
100% 



.. 

Table 26 

Reasons Given by Independents for Their Lack 
of ·Any Interest in Becoming a Contractor by Region 

Reasons 

Opposition to contracting 

Personal pref erepce 

Workmanship 

Contracting doesn't pay 

Pref er status quo 

Am- c,U<tting back effor"ts 

Generally not interested 
and Other 

N. Central 

7% 

32 

8 

16 

25 

6< 

6 
100% 

Combined Regions 

East Coast RON 

12% 8% 

22 25 

12 11 

18 27 

18 20 

1~ 4 

17 5 
100% 100% 

Nation 

8% 

31 

8 

17 

25 

5 

6 
100% !~ 

-. . . 
• 



Table 27 

Market Outlets of Contractors by Region 

Region· 

. Qti1:Jet N. Central . E. Coas.t Remainder 

Shop around every·sale 47% 7 42 

Same. outl.et:~ at going price 39 53 40 

Standing.~. agreement' &. premium price 12 36 16 

Other 2 4 2 
100 100 100 

'-· 

'\ 



Breeding Stock 

Feed 

· Medications & 

Facilities 

Utilities 

Labor & day to 

Table 28 

Average Percentage of Resources Provided 
by Contractor by Type of Activity 

Pig Prod. F-F 

90 97 

92 98 

Vet Care 89 99 

2 7 

N/A N/A 

day mgmt. 4 11 

Finishing 

N/A 

98 

96 

l 

3 

7 

Note: · N/A is not applicable or not asked; These data were provided by 
contractors. 

• 
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Table 29 

Cont;racto.r Comparison of Production C'osts 

Production Costs*' Finishing Pigs.· · F.;...F ·· Pig Production ·· 

5:7% 64%. 70% . 

own. cost's' Iles·s , 25 15< 
. 22 .· .. 

18. ' 21 
100 1-00 

*Note: . Contractor . c.ompa;res own average costs .to . those of an .· 
efficient, large scale independent in the same ar.ea. 



Table 30 

Description of Type of Conb::·actor 
· by Region, 1988 

Self-Description North Central East Coast· RON Total 

Fa·rmer 87% 11% 2% 100% 

Feed related 82 15 3 100 

Big contractor 31 64 5 100 

Other Agribusiness . 55· 5 40 100 

. - ~ 

t 



.. 

Type 

Farmer 

Feed mfg 

Feed dealer 

Big c.ontractor 

All Types. 

We are 
a dealer 

14 

11 

97 

33 

28 

Table 31 

Type of Contractor by Feed Source 
for Contract Hog Production 

We are a 
Com' l 

Feed Mfgr 

3. 

89 

53 

2 

9 

Relation to Feed Source 

Take 
bids 

5 

2 

5 

4 

Contract 
With 

Several 

19 

7 

22-

15 

Contract 
With One 

52 

1 

66 

39 

Have own 
Mill 

or other 

7 

7 

0 

Total 

100 

100 

100 

100 

100 

100 



Table 32 
.. 

Grower Description of Contractors by Region 

--·· 
Description of Contractor NC EC RON Nation 

F:armer 29 20 23 27 

Feed-related 40 48 12 39 

Big Contractor 18 24 61 23 

Othe.r Agbus. 13 8 4 11 
100 100 100 100 

.. 
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Table 33 

Average Size Grower Marketings 
by Type Contractor, 1988 

Perceived'I'ype Contract MH 88 

Farmer 1814 

Feed~Related 2179 

Big Contractor 3233 

Agbusiness & Combination 1757 

Con tr.act FP 88 

2044 

2929 

5183 

2021 

Note: Contractor type as perceived by growers. Average are 
computed for thos.e mar.ke.ting contract MH or th.ose marketing 
contract FP. 



Table 34 • 
,.. 

Frequency of Growers & Their Marketings by Type Grower .;i. 

% % 

% of % of % of Own -Pr odu c e.d Own-Pr oduc·ed 
Type Grower Growers Contract MH Contract FP MH FP 

Part-time farmer 28 26 10 9 13 

Fu I I - t i me farmer 59 56 67 75 83 

Feed deaJer relate~ 2 

Contractor related 3 4 6 

Combination o.f above 6 9 14 12 4 

Other 2 4 3 

100 100 100 100 100 .. 

..d-



• Table 35 
. ' 

Period Growers Began Contracting 
by 1987-88 Size 

Size Groups 

Date Contracting Began 500-1999 2000-4999 5000-9999 10,000 + Total 

1988 74% 17% 6% 3% 100% 

1987 41 42 9 8 100 

1986 51 39 10 1 100 

1984-85 48 29 15 8 100 

Before 1984 40 45 16 9 100 

.;J 

. - . 

j .. 



Date· 
Contracting % Number 

Began Growers 

1986-88 55% 

1983-85 28 

Before 1983 17 
100 

Table 36 

Grower 1988 Contract Marketings 
by Period Began Contracting 

MH 

% Average %Number 
Marketings Size Growers 

40% 1,632 51% 

37 ·3,022 25 

23 3 2 042 24 
100 2,262 100 

FP 

% Average 
M·arketings, Size 

49% .. · 2.987 

25 2,996 

26 3 2 337 
100 3,070 

. ~'. .. 

t.· 

' .... 

;:. 

;·.:· 

\~ : . 

·~ ... 
. i, 

·.; ' 

'. 

!; •. 

:~ 

~ .. 
J,: 
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Date 

Period Growers 

Contracting Began WNC 

1986,-88 . 5.6% 

1983-85 57 

Before· 1983 37 

Table 37 

Began Contracting by Region 

ENC EC RON Total 

16% 20% 8% 100% 

5 26 11 100 

20 33 10 100 

/ 



Resource Provided 

Breeding Stock 

Facilities 

Utilities 

Feed 

Medicines 

Labor 

Table 38 

Distribution of F-F Growers by Share 
of Resources They Claimed to Provide 

% Shares Provided by Grower 

No. 
Growers Zero 41-60 61-99 

197 69% 1% 

197 l 

197 7 1 1 

210 66 4 8 

204 66 1 

201 5 2 

100 Total 

30% 100% 

99 100. 

91 100 

22 100 

33 100 

93 100 

,._ 
,. 

' -~ 

~ 

: ... 



Table 39 

Average Hours Per Week of Labor 
Hired by Contract Growers by Size Operation 

Noo Units Reporting Size of Marketings Average Hours Hired Labor 

142 500-999 16 

148 rnoo~1999 17 

130 2000:-2999 21 

145 3000-4999 29 

151 5000-9999 61 

97 10,000 + 164 

.. 

.. 

. . 



Table 

Comparison of Estimates 
in the 1987 and 

Size 

500- 1000- 2000-
Surveys· 999 1999 2999 

1987 N/A 6 318 

1989 462 528 295 

Entrants 
1987-88 221 241 94 

40 

of Number of Growers 
1989 Surveys 

Group 

·3000- 5000-
4999 9999 

189 210 

291 209 

102 54 

10, 000. 
& more Sum 

107 829 

115 1900 

36 748 

... 
,. 
• 

• 

. ; . 
. ~ . . 
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Surveys 

1987 

1989 

1987 

1989 

Table 41 

Comparison of Estimates of Grower Marketings 
in the 1987 & 1989 Surveys 

Size Group 

500- 1000- 2000- 3000- 5000- 10,000 
999 1999 2999 4999 9999 & more Sum 

Total MH (000 head) 

N/A 53.7 439 774 913 2,662 

135 505 446 636 554 727 3, 003 

Total FP (000 head) 

N/A 35 138 235 ---·-· 179 588 

111 202 193 391 815 828 2,541 


