
Marketing & 
Production Contracts

Section E



Why use contracts?

Farmers
• Manage risks

• Compensation for quality

• Outlet for products

• Assurance for financing

Processors
• Timely flow

• Control over attributes

• Consistency



• In 2020 about 1/3 of all farm 
commodities (by value) were 
under a marketing or production 
contract.

• Source: USDA, Economic 
Research Service and NASS, 
ARMS, 2020.





Source: USDA, Economic Research Service and USDA, National Agricultural Statistics 
Service, 2020 Agricultural Resource Management Survey (data as of December 2021).



Marketing vs. Production Contracts

Marketing Contracts identify an 
outlet for a commodity and set pricing 
and delivery specifications. 

Producer owns the commodity

Payment is like a “Price”, because 
commodity changes hands

Mostly crops

Production Contracts specify 
responsibilities for the provision of 
inputs, payment of expenses, production 
practices, compensation, and removal 

Producer does NOT own the commodity.  
They provide a service.

Payment is a “Fee for service”



              Grain Crops             Fresh Vegetables                         

              Oilseed Crops          Fruits & Nuts

              Sugarcane                Peanuts

              Cotton                      Milk

Commodities under Marketing Contracts



                  Hogs           Turkeys 

                  Broilers          Dairy Heifers 

                  Table Eggs         Hogs

                  Hatchery Eggs   Pullets      

 

Commodities under Production Contracts
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Marketing Contract 
undelivered, still on-hand

Production Contract still 
not delivered, but inputs 
used

“Delivered in 2023”
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“Delivered in 2023”

Marketing Contract from 
prior year crop, delivered in 
2023

Inputs for Production 
Contract started in prior year













Soybeans 26 1 10000 04 13 00 130000

EXAMPLE:  The producer sold 10000 bushels of soybeans under a marketing contract for $13 per 
bushel and was paid-in-full $130,000 total. 

Marketing Contract 



Production Contract

EXAMPLE:  The producer sold 250000 broilers under a production contract for $0.38 per head and was 
paid-in-full $95,000 total. 

Broilers 924 2 250000 11 0 38 95000



Any Questions?
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