
Section E
Marketing and Production Contracts

Section F
Accounts Receivable and Deferred Payments



Why use contracts?

Farmers
• Manage risks
• Compensation for quality
• Outlet for products
• Assurance for financing

Processors
• Timely flow
• Control over attributes
• Consistency



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

• 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”



Examples of Each

• Marketing
• Row Crops (corn, soybeans, 

wheat)
• Cotton, Peanuts
• Fruits & Nuts 
• Vegetables
• Milk

Production
• Hogs (nursey, farrow-to-ween, 

finishers, etc.)
• Chickens (broilers, layers, pullets, etc.)
• Turkeys
• Fed cattle

















• EXAMPLE:  The producer raised 160,000 broilers under a marketing contract for $0.28 
per bird and was paid-in-full ($44,800 total).  

• Be careful of the units 1= lbs but is not the same as per bird which is an 11. 



• EXAMPLE:  The producer raised 640000 pounds of chickens for a total of $44,800.  
• In Section C, the farmer reported 160,000 broilers “sold or removed”. 





Section F:
 Accounts Receivable

• Deferred payments across calendar years
• NOT the same as unsold crops

• Unsold vs. Money owed (do not duplicate)
• Unsold commodities belong in E.O.Y. inventory (Assets Section), because they 

have not been sold yet
• Accounts Receivable is what is owed for commodities that have already been 

sold (delivered), but not paid yet (think contracts)









Conclusion
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