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Potato Marketing —

Processor Contracts
Dramatic changes have been experienced in the form in

which potatoes are consumed by the U.S. public over the
period 1956 to 1973. In 1956 less than 14% of the per capita
consumption of potatoes was in their processed form. By
1973 over 54% of potatoes were consumed in this manner.

The rise in consumption of processed products has been
paralleled by an increase in pre-season contracting by
processors, especially of the fall crops.

Processing, particularly of dehydrated and frozen
products, traces its origins to World War II when food
with greater storability was needed to maintain the diets of
our service men. The increase in the use of processed
products, however, can be traced primarily to the fast food
services such as the drive-in restaurants. Processed product
use by the institutional trade (hotels, restaurants, schools,
hospitals) is also important.

In recent years we have witnessed considerable expan
sion of processed potatoes into retail outlets for consump
tion in homes. Perhaps one of the most important traits of
processed products today is the fact that a consumer can
rely on consistent and known quality. Incentive clauses
that have become a part of pre-season contracts have en
couraged the production of high quality potatoes that yield
good processed products.

The big increase in processing has been primarily in the
form of frozen and dehydrated products. These operations
have concentrated in the Pacific Northwest and to a lesser

extent in Maine. Recently they have been expanding to
other fall-producing areas. Generally, these are large
processing operations; they use pre-season contracts exten
sively.

The potato chip industry has also experienced slow but
fairly steady growth as a market for potatoes. Unlike the
dehydrated and frozen potato processors, however, potato
chippers are scattered throughout the country and their
plants are primarily located near major consumer markets.

Potato chippers have also used contracts for many
years but these contracts have not reached the degree of
refinement that is found in the other processor contracts.
This is probably accounted for in large measure by the
wide dispersion of chipping operations and the relatively

small size of most chip processors. Since the basics remain
the same, this publication centers attention on the
processor contracts for dehydrated and frozen potatoes.

Benefits of Contracts

The contracts being used today represent many years of
refinement based on the experience of buyers and sellers
alike. Mutual benefits to both parties are basic to contrac
ting negotiations and the contracts that are developed.

Processor Benefits

1. A known supply. Processors normally contract for a
substantial portion of their raw product needs through the
use of pre-season contracts. They rely on the open market
for the rest in the hope that they may be able to attain a
more favorable (lower) price through the open market.
This, of course, hinges closely on the magnitude of the
production in a given year. Since a known supply is con
tracted, a processor can plan his sales of finished product.
He can also arrange for the needed labor force and plan his
production schedule with a reasonable degree of certainty.

2. A known price. As a result of contracting for a sub
stantial portion of his anticipated needs the processor
knows his price. He will not be subject to the fluctuation
often found in the open market. It also gives him a clear
picture of how much he must charge for the finished
product and in this manner aids sales planning.

3. Specifications. The pre-season contract also enables
the processor to specify the type and quality of potatoes he
will need to yield the finished product he anticipates sell
ing. He also attains a degree of control over the production
practices which a grower follows.

Grower Benefits

Growers, too, benefit from contracting potatoes.

1. An assured outlet. Contracting assures the grower of
a market for that portion of his production which is
covered by the contract. It enables him to focus attention
on production practices required to produce the best quali
ty product to meet contract standards and specifications.

2. A known price. Since the contract specifies the price
that will be paid, most often on a sliding scale based on
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