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Increased Contract Transparency for 
Poultry Producers under the Packers and 

Stockyards Act1
 

 

 

Concerns over the transparency of poultry production contracts have led to the Grain Inspection, 
Packers and Stockyards Administration (GIPSA) to amend regulations under the Packers and 
Stockyards Act of 1921.  This new rule focuses on increasing transparency in four major areas of 
concern over contracts issued to contract poultry growers by vertically integrated poultry 
companies.  The new rule takes effect on January 4, 2010.  Only contracts issued after this date 
are affected as the rule is not retroactive to existing contracts. 

Individuals interested in becoming contract poultry producers will now be provided a “true 
written copy” of the offered growing arrangement (or contract) on the date that the live poultry 
dealer (or vertically integrated poultry company) provides the interested grower with poultry 
house specifications.  The terms and conditions of the contract will be known prior to financing 
for the poultry houses are secured and those houses begin construction.   

Growers have been able to seek legal advice on offered contracts since the 2002 Farm Bill and 
this new rule solidifies their ability to seek legal counsel as well to discuss the contract with 
other entities.  These entities include federal or state agencies, financial advisors or lenders, hired 
accounting services, other growers for the same live poultry dealer, an immediate family 
member, and a business associate.  The statute defines a business associate as someone the 
grower does not employee, but has a valid business reason for discussion of the contract when 
entering into or operating under said poultry growing arrangement.  Growers should benefit from 
discussion of contract stipulations with other growers for the same firm, but must be aware 
consultation extends only to those portions of the contract which are not confidential. 

Producers that perform poorly under standards set by the vertically integrated poultry firm may 
be placed on a performance improvement plan.  The existence of those performance 
improvement plans and conditions which would occur for a grower to be placed on a plan must 
now be disclosed to the potential grower at the time the growing arrangement is offered.  The 
contract must disclose factors that are considered to determine if a grower is placed on a 
performance improvement plan, guidance and support provided to the grower while on the plan, 
and what factors are considered to determine if a grower may be removed from the improvement 
plan.  Additionally, if the performance improvement plan has stipulations that would allow the 
contract to be terminated for failure to meet objectives, those must also be disclosed to the 
grower.   
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A live poultry dealer/vertically integrated firm must now give the grower 90 days written notice 
prior to terminating a contract.  This provision also includes contracts that are not renewed, 
allowed to expire and non-replacement of the arrangement.  Included in the written notice 
provided to the grower is the reason for termination, when the termination becomes effectives, 
and if the grower has appeal rights to the live poultry dealer.  Growers also have the ability to 
terminate their poultry growing arrangement/contract with at least 90 days written notice to the 
live poultry dealer.    

Failure to disclose the terms listed above is now viewed as an unfair, discriminatory, or 
deceptive practice in violation of section 202 of the Packers and Stockyards Act.  Additional 
information on this rule may be found at http://www.gipsa.usda.gov.   
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