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APPENDIX

Types of Swine Contracts

The following outline summarizes a classification system for swine

contracts presented by E. P. Roy ([16], pp. 196-215):

Breeder Stock Contracts

1. Packer Gilt Plan.
Packer leases meat-type bred gilts to producer.

Producer is charged packer's choice of one 8 week old gilt from each

litter and disposal of original gilts is made by the packer.

Producer is guaranteed a bonus of 25 to 75 cents per cwt. over market

price for hogs produced.

2. Packer Boar Plan.
Packer sells meat-type boars to grower, at cost, and pays premium

of 50 to 75 cents per cwt. for hogs produced. In some cases the boar is

loaned without charge.

3. Pig Rental Plan.
Feed dealer leases gilts and boars, which are returnable at dealers

option, to producer.
Producer is charged 2 to 5 percent of gross receipts and buys feed

from the dealer. Producer provides feed, supplies, labor, farrowing and

grow-out facilities and follows dealer's management program.

No premium is paid for the hogs, some marketing costs may be reduced.

Variations of the plan include leasing bred gilts and charging a

breeding fee of cash, a gilt, or a market hog.

4. Lend-Lease Plan.
Same general plan as above, that is, gilts and/or boars leased for

cash and/or part of the litter produced. Producer buys supplement from

dealer but follows his own management and selling program. The rental rates

appear higher than the pig rental plan.

5. Open Account Plan.
Bankers provide financing under 3-5 year contracts between feed dealers

and producers. Loans are based on careful budgeting. Certain performance

standards and some management practices are specified, including 16 pigs

marketed per sow per year. Producer remains relatively independent as he

coordinates his production with his feed and credit sources.

Feeder Pig Contracts

1. Open Account Plan.
Feed dealer supplies feed on account and agrees to buy all feeder pigs

at prices tied to price of No. 1 hogs, over a two year period.
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Farmer agrees to follow dealer's management program, and supplies

all inputs including breeding stock.

2. Open Market Plan.

The feeder pig producer agrees to produce feeder pigs and sell them

to a finishing pig producer. The price will include a bonus of some kind.

3. Pig Hatchery Plan.

Feed dealer furnishes feed and supplies.

Producer furnishes buildings, equipment, and quality breeder stock.

Dealer agrees to buy 40 pound pigs in one of six ways (p. 204):

"(1) $7.50 per weanling plus bonus in relation to market hog price.

(2) market hog price X 1.6 (or some other factor) X weight of weanling

pig.
(3) market hog price plus from 5 to 10 cents per pound X weight of

weanling pig.
(4) market hog price per pound X weight of pig plus $2.50 bonus.

(5) $10.00 per weanling pig or

(6) guaranteed payment such as 20 cents per pound."

Market Hog Contracts

1. Open Account Plan.

Feed dealer provides and sells to producer feeder pigs, feed, and

supplies, co-signs note at the bank, requires producer to follow certain

management practices, and provides a market outlet.

Dealer's return is only from supplies sold. If producer defaults on

loan, dealer pays it off and usually requires producer to handle a second

batch of pigs.

2. (a) Flat fee plan

(b) Feed conversion plan

In each case the dealer supplies feeder pigs, feed, supplies, a

management program, and a market for the hogs. He maintains ownership of

the pigs. The producer supplies buildings, equipment and labor.

In the flat fee plan payment to the producer is one of: (p. 205)

"(1) two cents per pound of gain--; (2) two cents per pound, more or less,

depending on the feed conversion ratio, (3) one cent per pound plus a 50-50

share of the profits after all costs are met."

In the feed-conversion plan, the flat fee paid varies with the feed

efficiency obtained.

3. (a) Profit sharing plan

(b) Flat fee plus profit sharing plan

The responsibilities of dealer and producer are shared approximately

as in the flat fee plan. The dealer may or may not hold title to the pigs.

Profit sharing refers to (usually) a fifty-fifty split of the difference

between gross receipts and operation expenses. If a flat fee is included,

it is, of course, deducted first as an expense. These two basic plans were

most common among those found in the Georgia study discussed in the text.
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4. Packer Meat-Type Plan
The producer agrees to follow the packer's meat-type hog production

program and sell his hogs to the packer. The packer pays a premium for
meat-type hogs delivered. In some cases, the producer can sell elsewhere
if he can get a higher price.

5. Hog Motels
Feeder pig producers contract with a centralized feeder to finish

their hogs. Payment for housing and care may be per hog per day, per unit
of space per year, or on a pounds-gained basis. Feed and other services
are additional and paid monthly. The farmer owns the pigs and assumes all
risks.
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