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Executive Summary

In November 2005, the North Carolina Golden LEAF Foundation awarded a grant to the
North Carolina Department of Agriculture & Consumer Services (NCDA&CS) for the
purpose of conducting a study on the feasibility of establishing small-scale slaughter
facilities in the state to meet the needs of independent small-animal (poultry and rabbit)
meat producers. In April 2006, NCDA&CS contracted with the researcher to conduct the
primary duties of such a study, including the following key deliverables:

e Conduct secondary research on similar projects

e Conduct a statewide survey to measure demand for such a facility

e Determine a geographical area of the state with greatest need for a facility

e Conduct interviews and focus groups with prospective facility users

e Measure and assess market demand for local poultry

e Recommend possible site locations for a facility

e Review regulatory guidelines applicable to such a facility

e Propose a facility design and suggested equipment, along with cost estimates

e Review and recommend legal and managerial options for a project serving
independent small-animal meat growers in the targeted region

Despite being the fourth-largest poultry producing state in the country, North Carolina
has only two inspected slaughter facilities serving independent small-scale small-animal
growers: one in Pittsboro and one in Bladenboro. Nationally, examples of successful
small-animal slaughter facilities were found in both the cooperative and for-profit arenas.
Also found was a model whereby a state university owned and operated a small facility.

Researchers conducted a statewide written survey of farm-based producers to determine
the level of existing and potential demand for such a facility, the geographical area where
unmet demand is the greatest, demographic characteristics of potential users and the
potential economic impact of a facility.

Analysis of 60 survey responses reveals the existence of small, diversified farms
throughout the state with a strong interest in increasing production through use of an
inspected slaughter and processing facility. These growers are currently producing very
small volumes of small meat animals, ranging from chickens and turkeys to rabbits and
such niche poultry as quail and ducks. The majority of these producers are selling
processed meat from their farms directly to consumers, with a substantial number
expressing interest in larger-volume wholesale trade to restaurants and grocery retailers.
Many growers expressed reservations about divulging their production volumes due to a
lack of understanding of state regulations regarding on-farm slaughter and sale of poultry.

By most every measure, the western region of the state has the greatest unmet demand for
access to a USDA- or state-inspected small-animal slaughter facility. Subsequent
research on producer demographics, site selection and facility planning was therefore
conducted for determining the feasibility of establishing a small-animal processing
facility in Western North Carolina.



Researchers found that in Western North Carolina, many growers are in need of access to
an inspected slaughter facility in order to increase and professionalize their production
and marketing systems. These producers are currently unable to expand their businesses
due to legal restrictions for growers not using state- or federally-inspected processing
facilities. State law only allows up to 1,000 chickens or 250 turkeys to be processed and
sold straight from a farm annually.

WNC growers are spread over a wide geographical area and are producing a variety of
poultry and rabbit products. The majority of respondents in the region are directly
marketing their meat to consumers, while a substantial number also report marketing to
restaurants. Among 30 respondents, 23 reported being in business now, while seven
reported they had not yet started their meat businesses.

The establishment of slaughter and processing services for small meat animals in the
region would likely substantially increase production among growers. Using only data
supplied by existing small-animal producers, research estimates an annual potential of
33,205 head of small animals processed at an inspected facility in Western North
Carolina in its earliest stages of operation, with a retail value estimated at $377,000 a
year. This represents a five-fold increase over current recorded production volumes.

Key criteria for selecting potential facility sites include locations with adequate
infrastructure to meet production and regulatory requirements, reasonable proximity to
farm-based producers who wish to access the facility and community receptivity toward
hosting a slaughter facility. Research indicates that the optimal site location would be in
the western foothills, between Buncombe County to the west, Iredell County to the east,
Ashe County to the north and Cleveland County to the south.

Options relating to site selection for a small-animal slaughter facility in Western North
Carolina are limited by a lack of interest in expansion of existing large-animal facilities to
process poultry and rabbits and a lack of private equity investment for project
development. These factors, along with a measured lack of technical training and
education available to producers, strongly suggest that a facility of this nature should be
managed as a nonprofit entity focused on training and education for producers, in
addition to providing the service of processing animals for meat.

Based on a review of possible site locations — and considering preferable management
and organization issues — researchers recommend a site in Marion as the most viable of
available choices. A second location, at the Mountain Horticultural Crops Research
Station, located in Fletcher in south Buncombe County, is deemed potentially viable but
is not considered an optimal site.

Analysis was conducted to estimate the market potential for locally grown small-animal
meats. Supporting demand potential are findings that direct sales from farmers increased
20 percent between the 1997 and 2002 agricultural censuses and the number of farmers
tailgate markets in the region now stands at more than three dozen. Market research
provides further evidence that consumers and businesses in the region care about where
their food comes from and how it’s grown.

Direct sales to consumers hold the greatest potential for locally produced rabbit and
poultry meat. Expanded direct sales also allow for a good match between supply and



demand for locally raised poultry and rabbit meat in WNC. Good infrastructure exists
within at least part of the region for these types of sales, given the extensive network of
farmers tailgate markets and the growing network of Community Supported Agriculture
programs. Additional infrastructure needs for selling within the current system include
refrigerated transportation and storage. Among larger markets, the restaurant sector likely
holds the greatest potential for producers, given higher potential margins and the interest
by many restaurants in offering local poultry and rabbit instead of, rather than in addition
to, poultry and rabbit meat from other sources.

Design considerations for a suitable small-scale small-animal processing facility must
take into account producer demand, projections for future production and market growth
and the limited resources that can be expected for the project’s development.

Based on measured levels of producer demand and potential availability of funding,
researchers recommend development of a pilot plant for slaughter and processing of
multiple species of poultry and rabbits. A recommendation is for a facility design with a
maximum daily throughput of not more than 1,000 chickens a day, and that can be
efficiently operated with a minimal number of workers. The design should be scalable to
allow for future expansion and to meet regulatory requirements for every level of
inspection, beginning with state inspection under the NCDA&CS Meat and Poultry
Inspection Division.

Researchers estimate basic construction costs for a small facility in Marion, including site
preparation and utility tie-ins, at $450,000. Basic costs of acquiring and installing
processing equipment are approximately $100,000, bringing total physical infrastructure
development costs to an estimated $550,000. Project management costs exceeding
revenues from processing fees are estimated at $200,000 over a five-year period.

Options for forms of legal organization include an agricultural cooperative, business
corporation, nonprofit corporation, limited liability company, a hybrid of these or a
hybrid government/corporate entity. In the likely event that a tax-exempt organizational
form is developed, the Internal Revenue Service definitions of “charitable” or “social
welfare” activities should be considered in formulating the mission and methods of the
enterprise. Other federal laws such as the Packers and Stockyards Act touch upon the
facility’s operations.

Attaining proper management of this project will benefit from a two-pronged approach:
Accessing the resources of existing large support organizations and utilizing the
advantages of social entrepreneurship. A nonprofit management entity should operate
under the guidelines and principles of what has commonly become known as social
entrepreneurship. While social enterprises are relentlessly bottom-line oriented, they
often pursue what is called “the triple bottom line.” In practical terms, triple bottom line
accounting means expanding the traditional company reporting framework to take into
account environmental and social performance in addition to financial performance.

The project is recommended to charge processing fees similar to those found at other
facilities in the country catering to independent growers. Using the production figures of
33,205 animals a year in its first phase of operations, project leaders can anticipate annual
processing revenues of approximately $80,000.



One management option could be to give control of facility operations to an NGO, while
physical ownership belongs to the state or a local government. This model has similarities
to existing relationships at Millennial campuses between the university system and
private businesses. Another variation on the two-pronged approach is to have the facility
land and physical infrastructure controlled by an NGO with a board of directors
comprised of state and local service providers and farmers.

Should the development of this project move forward, research indicates that project
leaders should pursue the following set of outcomes:

e A facility is established that allows producers to have small volumes of a variety
of poultry and rabbit products of their own raising processed and inspected.

e Producers receive formal training for safe and wholesome commercial growing,
processing and marketing of meat products that are state or federally inspected.

e Producers are able to understand and meet all regulatory issues affecting their
businesses.

e Producers have a variety of options for marketing inspected meat, including direct
marketing, wholesale distribution and participation in associations or other
business entities for marketing and sales.

e Small-volume producers are able to expand production and professionalize their
businesses.

Given that services provided should include the training and education of producers, this
project should be developed as a public service effort. A partnership of service providers
should be formally established to provide guidance to the project and to develop
programs and policies that will ensure success. To succeed, the project must closely
engage all available services to the agricultural sector in the state. Recommended project
participants include agencies within the NCDA&CS, the NCSU College of Agriculture
and Life Sciences, the McDowell Economic Development Association, agencies of local
government, and a farm-based producer group. A logical selection as lead fiscal agency
for the project is the North Carolina Agricultural Foundation, Inc., a 501(c)3 nonprofit
organization with strong experience in grants management for agricultural development
projects.

Working in close cooperation with representatives from participant organizations, a
nongovernmental organization (NGO) should manage daily operations of the facility and
legally provide the service of small-animal processing. A highly capable general manager
should be hired to manage the processing facility and its services. This individual should
have proper training and certification in meat handling and processing of small-animals
and should be given broad discretionary powers on day-to-day management. In its
earliest stages, and until project income can justify the costs of staff labor, the project will
most likely need to rely on labor supplied by participating farms.

To ensure achievement of the proposed outcomes stated above, resources in the existing
agricultural support structure must participate in developing programs geared toward
professionalizing the independent poultry and rabbit industry, including comprehensive
training from hatchery to the consumer.



Section One: Introduction

I. Background

In November 2005, the North Carolina Golden LEAF Foundation awarded a $50,000
grant to the North Carolina Department of Agriculture & Consumer Services
(NCDA&CS) to fund a study to determine the feasibility of developing a small-scale
inspected slaughter facility for poultry and rabbit-meat production. The impetus for the
original grant request came from increased calls to the NCDA&CS from consumers
seeking locally produced, all-natural poultry and rabbit meat, as well as a belief among
NCDA&CS marketing personnel that current slaughter capacity is insufficient to keep up
with consumer demand for these products. Repeated conversations and meetings with
small-scale independent poultry and rabbit producers in the state led NCDA&CS
personnel to believe a study was warranted.

In April 2006, NCDA&CS entered into a contract with Smithson Mills to lead the
feasibility study over a nine-month period, with a final report on findings to be submitted
by December 31, 2006. The terms of the grant-funded period and the length of the
contract were subsequently extended into early 2007. As lead researcher for this project,
Mills worked closely with NCDA&CS personnel in the Divisions of Marketing, Property
and Construction and Meat and Poultry Inspection. Additional research services were
provided by individuals and organizations deeply involved in agricultural economic
development activities both in the state and nationwide.

Il. Scope of services
NCDAG&CS contracted with the researcher to provide the following scope of services:

e Conduct secondary research on existing projects similar in nature to a “Small-
Scale Shared Use Slaughter Facility,” highlighting best practices in
management and organizational structure.

e Conduct a statewide survey of existing and potential demand for a small-scale
small-animal slaughter facility serving independent livestock producers.

e Retrieve, enter, clean and analyze survey results, determining a geographical
area that has the highest demand and need for a small-scale, small-animal
slaughter facility.

e Conduct interviews, surveys and focus-group meetings with prospective users
of a small-scale small-animal slaughter facility in the targeted geographical
area to determine detailed use projections, specific equipment and services
needed by facility users and physical attributes desired for such a facility.

e Interview and survey market operators in or near the designated targeted
geographical area for the distribution and sale of products processed at a
small-scale small-animal slaughtering facility.

e Review sites in the target geographical area to identify host locations that may
have the greatest potential for hosting a small-scale small-animal slaughtering
facility. Particular focus is to be given to NCDA&CS research stations within
the defined geographical area, with additional research into existing USDA-



approved commercial operations or other sites that may have the necessary
physical infrastructure to host such a facility.

e Review and report on existing regulatory guidelines for building and operating
small-animal processing facilities, coordinating this activity with state and
federal regulatory officials.

e Work with experts in the management and implementation of small-scale
small-animal slaughtering facilities, in close cooperation with NCDA&CS
engineers, to develop a viable proposed facility layout and design, a suggested
equipment acquisition list and an estimate of costs associated with project
implementation.

e Review various options for legal organization and operational management of
a small-scale small-animal slaughtering facility, including establishment as a
state-owned facility, as a nonprofit project, as an agricultural membership
cooperative or as a for-profit entity, and make recommendations for legal
establishment that appear most viable for long-term success.

e Include all data gathered and analyzed in a final report.
111. Report layout
This report generally follows the sequence of the scope of services as listed above.

Section Two examines existing facilities and projects that provide examples of best
practices for serving the needs of small-scale small-animal livestock producers. Specific
examples discussed include two facilities in North Carolina and out-of-state efforts in
Michigan, Virginia, Kentucky and Washington. Other processors targeting high-end
niche poultry markets, as well as existing large-animal processors who are contemplating
entry into small-animal meat processing, are also discussed.

Section Three reports on results of a statewide survey of independent poultry and rabbit
producers, with discussions of types of production and needs for processing and other
support. This section identifies the Western North Carolina region as having the greatest
unmet demand for small-animal processing facilities serving independent growers.

Section Four profiles Western North Carolina small-animal meat producers. Data is
gathered from survey results, two grower meetings held in Marion and Shelby and
individual interviews.

Section Five focuses on site selection and development options for a small-scale small-
animal slaughter facility in Western North Carolina. Four general development options
are discussed: expansion of an existing large-animal processing facility to meet small-
animal producer needs, development of a small-animal facility using private equity
investment, development of a pilot facility on a state-owned agricultural research station
and development of a pilot facility managed by a local government or nonprofit entity.

Section Six assesses the market potential for locally produced poultry and rabbit meat in
Western North Carolina. Using research data gathered by staff at the Appalachian
Sustainable Agriculture Project, this section documents rising demand from consumers
for locally grown foods, including poultry meat.
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Section Seven discusses building design options and construction specifications for a
small-scale small-animal processing facility. In close consultation with regulatory
officials and agricultural engineers at NCDA&CS, the researcher provides layouts and
specifications that recognize the realities of measured demand, regulatory requirements,
and potential levels of project funding.

Section Eight details equipment design issues for a small-scale small-animal processing
facility. Based on measured levels of producer demand and potential availability of
funding, this section summarizes research into different types of equipment necessary for
partially automated processing at speeds of fewer than 200 birds an hour.

Section Nine addresses legal entity considerations for a small-scale small-animal
slaughter facility, with particular emphasis on dual-entity nonprofit models that fall under
the new category of social entrepreneurship.

Section Ten discusses the most critical regulatory elements of proper plant management,
including state and federal regulations on handling of meat products, sanitary processing
and inspection and environmental regulations affecting proper disposal of waste.

Section Eleven researches facility and program management options based on a
consideration of desired outcomes for the overall project. Particular emphasis is given to
developing a partnership of service providers to provide guidance to the project and to
develop programs and policies that will ensure success.

Section Twelve provides recommendations on the next steps to be taken toward
establishing this facility, including steps towards establishment of a lead managing entity
and the process of establishing partnerships between state agencies, research institutions,
local leaders and farm-based producers.

The appendices of this report include primary-research survey instruments and results,
including the statewide survey instrument and notes from growers meetings in Marion
and Shelby. Secondary data includes the report “Small-Scale Poultry Processing,” by
Anne Fanatico of the National Center for Applied Technology, reproduced in its entirety
with the author’s permission. Regulatory documents include an application form for state
meat inspection, “Coming Under Inspection for Small Processing Plants,” prepared by
the NCDA&CS Meat and Poultry Inspection Division, and The North Carolina Poultry
Products Inspection Law
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Section Two: Secondary Research on Existing Small-scale
Small-animal Slaughter Facilities Serving Independent Meat
Producers

I. Introduction

Research was conducted on existing slaughter facilities in North Carolina and on small-
animal slaughter facilities in other states that are serving independent meat producers.
The out-of-state research was conducted through the Internet and by contacting offices of
agricultural colleges and cooperative extension departments for several state universities,
including Minnesota, Kentucky, Arkansas, Pennsylvania, Washington and Virginia.
Certain nonprofit organizations, cooperatives and for-profit companies also were
contacted for information.

Small, independent slaughter facilities owned and operated by either associations or
cooperatives were difficult to find in many states. Large-scale, corporate facilities were
much easier to find. Most states have — or are adjacent to states that have — facilities
operated by vertically integrated corporations slaughtering several tens of millions of
birds a year.

Il. North Carolina projects

Research was conducted on existing or planned slaughter facilities in the state that
potentially could serve the needs of independent small-animal producers or of farmer-
owned producer organizations. Existing and potential facilities were identified through
the USDA’s Food Safety Inspection Service website, interviews with North Carolina
Department of Agriculture and Consumer Services (NCDA&CS) officials and informal
conversations with farm-based meat producers.

Despite being the fourth-largest poultry producing state, North Carolina has very few
slaughter-facility operators who will consider serving independent small-scale poultry
and rabbit growers. At the time of this writing, only two USDA-inspected facilities are
providing such services, as discussed below.

Sueno LLC (JBF Processing)

2305 Jay Shambley Rd.

Pittsboro, NC 27312

(919) 742-6584 (phone and fax)

Contact: Joe and Steve Moize

Plant Number: P20538 M20538 (Re-licensed September 2006)

Sueno LLC is the legal name of the company doing business as JBF Processing. This
plant was established in 1998 and was initially operated by Andy Youngblood as Rose
Hill Poultry Processing. For many years, this was the only USDA-inspected plant in the
state serving independent poultry growers.

Rose Hill Poultry Processing was built on the property of Youngblood’s Rose Hill Farm,
located a few miles west of Pittsboro off U.S. 64. The existence of a facility in the region
spurred further development of independent commercial poultry production, largely
serving the consumer markets in Chapel Hill and throughout the central Piedmont region.
In 2000, Rose Hill began collaborative operations with a pet food company, Nu
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Dimensions LLC, which manufactured premium pet food at the site and later moved into
a new manufacturing facility next door to the processing building.

JBF Processing, Pittsboro, NC

The plant is in the central part of the state, about 30 miles west of Raleigh. It’s a largely
manual facility, equipped to slaughter all poultry (turkeys or smaller) and rabbits. The
plant has a production capacity of 500 broilers a day, with the ability to also provide
deboning and cut up. The total floor space of the plant is approximately 2,000 square feet.

In November 2005, the plant was sold to Sueno LLC, which is owned by Joe Moize. As a
grower of free-range chickens and turkeys, Moize had been a customer at Youngblood’s
plant. Approximately 12 to 15 growers had been using the plant on a regular basis. In
2005, according to Moize, he suggested to growers that they form a regional production
cooperative that could use the plant for its processing needs. Shortly after buying the
main processing plant, Moize also acquired the pet food company.

According to an article published in January 2006 in the Chatham County Cooperative
Extension newsletter by Peregrine Farm co-owner Alex Hitt, the cooperative Growers
Choice was established with 10 member farms and substantial support from Weaver
Street Market, the largest retail food cooperative in the state, which had a keen interest in
sourcing locally produced poultry. Sueno LLC leased the plant to Grower’s Choice,
giving the producer cooperative managerial control over the plant’s day-to-day
operations.

The plant was plagued with equipment breakdowns and regulatory violations. Located on
a rural farm, the facility has no access to water and sewer facilities and no access to three-
phase electricity, which is required for many advanced pieces of processing equipment.
Several sanitary inspections of carcasses failed, and the plant was cited for several
violations.
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Grower’s Choice struggled financially to process the quantity of birds necessary to break
even on an ongoing basis while paying for rent, labor and a plant manager.

Evisceration line and USDA inspector, JBF Processing

According to several individuals involved in the plant’s operation, Moize and the
producer cooperative had discussed transferring ownership of the facility to Grower’s
Choice through a purchase. Moize reports that he had given the growers until October 15,
2006 to buy the plant. However, in mid-August discussions broke down, and Grower’s
Choice vacated the premises.

As of October 2006, Moize reports that the facility is open for custom slaughter services
and there is no minimum run for farmers wishing to have their animals processed.

According to Moize, custom processing fees are as follows:

Slaughter and bagging whole chickens: $2.50 per bird
Slaughter, deboning and cut up: $3.10 cents per bird
Ducks: $4 per bird (waxing: $1 extra)

Geese: $5 per bird (waxing: $1 extra)

Quail: $2.50 per bird

Pheasants: $4 per bird

Rabbits: $3 per head; cut up: $3.80 per head

Turkeys: $5 per bird
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Feather plucker, JBF Processing

Moize reports that since he took over daily operations, the plant has improved its physical
infrastructure and increased washing and dipping stations to maintain carcass cleanliness.

Moize says that to gain long-term viability, participating farmers must increase their
production. The various physical infrastructure problems have led him to investigate
relocating the plant. He has now established a hatchery in Mount Pleasant near Concord,
and is considering the establishment of a new processing plant there in 2007. Moize
reports that he’s considering a move into more contractual growing to maintain quality
control and also diversifying contract growing into multiple bird types, including
pheasant, quail and heirloom poultry.

Lessons Learned
e Access to processing spurs on-farm production.
Andy Youngblood’s opening of the plant to custom slaughter was a catalyst for
increased independent poultry production in the central North Carolina region.

¢ Diversified markets are important.
The plant was viable for a time largely because of the pet food company that was
associated with it, providing a market for meat products and offal that the human
consumer market couldn’t handle.

e Proper infrastructure is critical.
Although a USDA-inspected facility, the plant lacks sewer and three-phase
electrical service. Unless critical infrastructure problems can be resolved, the
plant may lose its USDA designation.

e Organization is key.
While all parties involved wanted Grower’s Choice to succeed as a producer
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cooperative — believing the facility could then be more fully utilized —
organizational issues weren’t properly resolved.

e Sanitary production, from farm to plant, is critical.
Failure of several sanitary inspections damaged the reputation of the facility.
Perceived sanitary problems, whether real or imagined, can impact the ability to
attract farm-based producers and sales.

Farmer’s Fresh

475 Industrial Dr.
Bladenboro, NC 28320
(910) 648-2738
Contact: James Hunt
Plant Number: P31895

Farmer’s Fresh Poultry established its plant in Bladenboro and opened for business in the
summer of 2006, processing for the high-end and all-natural poultry markets. The
company looked at potential locations in several states before selecting an existing
building in Bladenboro. The Bladenboro Industrial Park, in which the facility is located,
is a certified industrial site. The Bladen County Economic Development Commission
certified the site with funding assistance from North Carolina’s Southeast, a regional
economic development partnership.

According to newspaper reports in early 2006, Farmer’s Fresh renovated an 8,500-
square-foot building in the industrial park that was formerly used for goat meat
processing. The company has invested more than $250,000 in equipment for its
processing operations. The facility sourced most of its equipment from Colombia after
having difficulty finding more readily available equipment for a mid-sized plant.
According to manager James Hunt, the availability of specialized equipment for smaller-
scale poultry processing is considerably limited due to the concentration of American
poultry production into large vertically integrated corporate systems.

The plant’s management team intends to have a processing capacity of 25,000 birds a
week. Equipment is semi-automated and can hand-slaughter for halal markets. It’s one of
the largest plants encountered in this research that still provides hand-evisceration.

The company is initially hiring approximately 14 people to run the facility. According to
Hunt, Bladen County was an optimal location because of the strong agricultural industry
present in the community and because of assistance from economic developers from
within the county, NCDA&CS and North Carolina’s Southeast.

Hunt reports that Farmer’s Fresh is open to custom slaughter services for independent
growers, with a basic processing fee of $1.10 to $1.25 for whole-bird processing. The
minimum run for custom slaughter is 350 birds. The plant doesn’t provide turkey or
rabbit processing at this time but could process turkeys with an investment in larger
killing cones.
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Farmer’s Fresh, Bladenboro, NC

Recent reports indicate that Farmer’s Fresh is in discussions with several farms and
farmers’ groups about providing custom slaughter services. Because the plant is so new,
very little can be determined about its future state of operations or business model.

Lessons Learned
e Utilize support services.
Economic developers in the region worked closely with the project planners to
improve public physical infrastructure to attract the plant.

e Scout carefully for needed equipment.
Small-scale poultry processing equipment can be hard to find. If domestic
manufacturers can’t supply needs, consider looking at overseas suppliers.

I111. Other in-state facilities

The processing facilities in Pittsboro and Bladenboro are the only two in the state that
currently provide USDA-inspected custom slaughter services for independent producers
of small animals. Other companies in the state are, however, either considering entry into
this market or are vertically integrated, but are providing products that cater to the high-
end and all-natural niche for specialty poultry meat.

Companies considering entry into custom poultry slaughter are primarily existing large-
animal slaughter facilities that already provide custom slaughter. Expansion into poultry
for an existing facility — one that already provides USDA-inspected services, that meets
existing water and sewer requirements, has an existing labor pool and already has
existing cold storage — should be much more cost-effective than building a new facility
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from the ground up. Two companies who have investigated poultry processing are
described below.

Chaudhry Halal Meat Company, Inc.
380 Stockyard Rd.

Staley, NC 27355

(919) 742-9292

Contact: Abdul Chaudhry

Plant Number: P19697 M19697

Located near Siler City, Chaudhry Halal Meat currently specializes in halal-certified goat
for the Muslim market. The plant does hold a plant certification for further processing of
poultry but does not at this time provide slaughter. Several sources have indicated that
Chaudhry has an active interest in developing poultry slaughter services by expanding
into an adjacent building on its premises. The cooperative Growers Choice, which
previously used the Pittsboro plant, is now in discussions with Chaudhry to provide
slaughter services for that group of approximately 15 farms.

Matkins Meats, Inc.

9683 Kerr Chapel Rd.

Matkins, NC 27249

(336) 584-8247 (phone)

(336) 584-8276 (fax)
matkinsmeats@bellsouth.net
Contact: Jerry Matkins

Plant Number: P07975 M07975

Matkins Meats has a well-regarded reputation for innovation and interest in specialty
niche markets. Jerry Matkins reports he has discussed with NCDA&CS officials the
possibility of processing birds and would be interested in looking at an expansion of his
existing slaughter facilities to accommodate poultry.

Matkins is now working closely with NC Choices, a grant-funded project that is
recruiting North Carolina farmers interested in small-scale hog production and the direct
marketing of niche pork to local consumers. The goal of the project is to connect local
consumers with farmers producing antibiotic-free, sustainably raised or certified organic
pork. Matkins hopes to develop new processing lines to accommodate value-added
production of pork products with NC Choices.

In 2006, two new slaughter facilities opened in the state to provide vertically integrated
processing for high-end niche poultry products. These companies are next described.
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Joyce Foods, Inc.

4787 Kinnamon Rd.
Winston-Salem, NC 27103
(336) 766-9900 (phone)
(336) 766-9009 (fax)
info@joycefoods.com
Contact: Ron Joyce

Joyce Foods is a specialty producer of all-natural poultry and game products located in
Winston-Salem with a farming operation in the Piedmont region. Until recently, Joyce
has provided only further processing of poultry products for distribution to specialty
markets. In early 2006, the company opened its own slaughter line, using specialty
chicken breeds grown under contract. The company markets its chicken under the brand
name Ashley Farms.

On its company website, Joyce Foods promotes itself as a producer of premium, high-
quality, branded, all-natural fresh chicken, turkey, duck and game products and uniquely
prepared entréees. In addition, Joyce Foods works with small farmers to produce products
offered in European markets but not normally available in the U.S. Some of these are old
Heritage breeds that are no longer produced because they can’t compete with faster-
growing, higher-yielding commercially produced animals. In a test program, Joyce Foods
has grown American Bronze turkeys and French Rouen ducks and will soon introduce for
the first time in the U.S. a French Cou Nu chicken called Poulet Rouge Fermier, which is
grown as a Label Rouge product in France.

Joyce Foods markets its products through established gourmet retail stores and food-
service distributors who are center-of-the plate experts in fine-dining products.

Owner Ron Joyce has many years of experience in the poultry further-processing
industry. He reports that the biggest challenge for any plant providing custom slaughter
services for multiple independent producers is the need to address sanitation and disease
threats. According to Joyce, “HACCP [Hazard Analysis and Critical Control Point]
analysis should go back to the farm and begin at the hatchery.” He is concerned that any
plant accommodating multiple farms without strict on-farm sanitation and growing
regimens runs a high risk of disease.

Joyce built his slaughter line adjacent to his existing processing facility in an
approximately 1,200-square-foot area that had previously been used for storage. Though
small, Joyce reports processing approximately 4,000 birds a week and hopes to expand
up to 12,000 to 15,000 in the future.

Joyce says that at this time his company doesn’t provide contract slaughter services. He
says, however, he would entertain the possibility with the right producer or producers,
with special emphasis on developing strict sanitary protocols. He also reports being
interested in developing relationships with rabbit-meat producers.
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Elite Foods, LLC

131 Business Center Dr.

Troy, NC 27371

(910) 571-0111 (plant phone)

(704) 624-3422 (office phone)

(910) 571-0113 (fax)
wwwe.allisonsfamilyfarms.com
Contact: Brian Cuddy
brian.cuddy@alisonsfamilyfarms.com
Plant Number: P33826

Elite Foods, based in Marshville, opened a new plant in Troy in the summer of 2006. The
business is owned by the Cuddy family, which has been in the turkey business in that
region for several decades.

D. Bruce Cuddy, president and founder of the family-owned company, reported in a press
release that the facility will manufacture the Alison’s Family Farms line of all-natural
poultry products. The new 38,000-square-foot plant has allowed Cuddy to expand his
operations to include evisceration, cut-up and tray pack of air-chilled, antibiotic-free and
organic chicken and turkey.

The company website reports that all of Alison’s Family Farms products are certified
“Humanely Raised and Handled.” The birds are grown under certified humane conditions
and are given more individual space than normally allotted.

The plant currently employs 60 workers but intends to soon double that number as
capacity expands. The plant will be able to process 60,000 chickens and 5,000 turkeys
weekly.

The company website lists among its customers Earth Fare, Green Life, Hannaford
Brothers, Weaver Street Market, Reid's Grocery and Garners.

Lessons Learned
e Niche marketing is attracting significant attention.
The all-natural, hormone-free and free-range concepts have received sufficient
consumer attention that even large vertically integrated producers are taking
notice. Small independent producers will be unable to compete on price and
humane-growing conditions alone.

e Expansion of existing plants is a cost-effective option.
Large-animal slaughter facilities and those facilities that in the past have only
provided further processing can enter poultry slaughter and processing for much
less than the cost of new ground-up construction. They employ an existing labor
force that can be diverted to poultry processing on a part-time basis while
production ramps up. Existing coolers, freezers and water and sewer infrastructure
significantly lower the cost of entry into small-animal slaughter and processing.

e Vertical integration provides greatest control for the processor.
Consumers are interested in supporting independent small farms, and vertical
integration allows for companies to manufacture a product that is consistent and
meets the requirements of high-end retailers specializing in all-natural products.
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Consistency in growing regimens on the farm, if properly implemented, may
address quality and sanitary concerns.

1V. Out-of-state projects

Following are examples of small-animal slaughter facilities that show potential for
replication in the state of North Carolina. The examples are classified according to
facility governance, as follows: (1) agricultural producer/processor cooperatives, (2) for-
profit companies and (3) other legal entities.

Agricultural producer/processor cooperatives
Large volume

Michigan Turkey Producers Cooperative
2140 Chicago Drive SW

Wyoming, MI 49519

(616) 245-2221

http://www.miturkey.com

During the summer of 1998, 15 turkey farmers in Michigan received devastating news.
The local processing plant was about to close. Bil Mar Foods (a division of Sara Lee)
announced that it was closing its plant located in Zeeland, Michigan. While turkey
slaughter plants were available in lowa and Indiana, the Michigan growers felt the
additional shipping costs would negate any profits. It seemed that some of the turkey
producers — whose family traditions in the business dated to the early 1900s — would soon
be out of business.

This would have been a substantial loss for the region. Aside from considerations of
tradition and family heritage, the 15 original cooperative members operated 40 farms in
west Michigan, farming more than 15,000 acres. Michigan State University (MSU)
poultry economist Allan Rahn reported that in 1998 western Michigan turkey growers
had $30 million invested in farm-related assets and were growing nearly eight million
birds a year. It’s estimated that the turkey industry in western Michigan has an economic
impact of $60 million. Ernie Birchmeier, a Michigan Farm Bureau commaodity specialist,
stated at the time that feed consumption for four million turkeys each year equates to
50,000 tons of soybeans, estimated at $6.5 million annually, and more than four million
bushels of corn, valued at $8.6 million annually. Additionally, more than 200 people are
employed on the farms and 300 at the plant, with a combined payroll of $10 million.
Over $6 million a year is spent on purchasing poults.

Rather than quit, the turkey farmers developed the Michigan Turkey Producers
Cooperative (MTPC) and set out to build their own state-of-the-art turkey slaughter and
deboning facility in Wyoming, Michigan, just outside Grand Rapids. The group formed a
limited liability company to facilitate financial decisions and eventually purchased and
renovated a former Simplot potato processing plant in the city of Wyoming, opening
operations in March 2000. Bolstering the considerable dedication of the local growers
was the substantial help they received from regional and state sources. The Michigan
Farm Bureau, MSU Extension, the Michigan Department of Agriculture and USDA
Rural Development all stepped forward to help the cooperative.
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According to Dan Lennon, MTPC’s president and chief executive officer, the group
gutted the building and started from scratch, constructing a new building inside the old
one. The 190,000-square-foot plant is furnished with state-of-the art equipment, some of
which came from the Sara Lee plant in Zeeland. That plant, once used for raw processing
as well as cooked products, was now strictly a cooked-product plant. The newly
renovated processing plant was targeted to process 4.5 million birds a year, with annual
sales projected to top $70 million. Lennon also notes that over 300 jobs were created
when the plant reopened, and the MTPC facility was the first new turkey processing plant
to be built in the U.S. in 15 years. The cooperative built the plant with an eye toward food

safety and the prevention of problems.

Growers pooled enough money to buy the
facility, about $4 million, and at the same
time struck an agreement with Sara Lee to
buy all its used processing equipment.
Harley Sietsema, chair of the MTPC board,
knew the group had to move fast because
Sara Lee was threatening to soon put the
equipment up for auction. According to
Sietsema, keeping the facility and
equipment as a package was important, so
the group worked hard to bring the
resources together to buy that equipment —
to the tune of several million additional
dollars.

Next up was remodeling the plant,
including design and engineering and the
installation of equipment. The co-op had an
agreement in May of 1999 with CoBank to
fund the project if producers could raise 30
percent equity. Although the group raised
the required 30 percent, the bank came back
to them about two months later, after the
commitment for the facility had been made,
and said that due to a worsening
agricultural economy the co-op would have
to provide 50 percent equity before the
bank would finance the project.

Lennon feels that value-added products
were an important addition to the
cooperative’s product line. He knew MTPC
wouldn’t want to be a commodity-only

Building a Cooperative on the Fast Track

July 1998: Twenty-five growers received
notice from the Sara Lee-Bil Mar turkey
processing plant in Zeeland, Michigan that
they will no longer have a processing plant for
the eight million turkeys raised annually in
western Michigan.

September 1998: Fifteen growers form the
Michigan Turkey Growers Cooperative
(MTGC) with the objective of building a
state-of-the-art turkey slaughter and de-
boning facility.

December 1998: Turkeys are no longer
processed at the Zeeland plant; growers begin
transporting birds to out-state facilities in
lowa and Indiana.

December 1998: The MTGC receives a
USDA grant to conduct a feasibility study.

May 1999: The MTGC forms an LLC to
generate additional equity.

June 1999: Renovations begin to turn the
former Simplot Potato Processing plant in
Wyoming, Michigan into a turkey processing
plant.

February 2000: Eight MTGC members
receive a USDA loan guarantee for stock
purchases.

February 2000: The USDA inspects the
facility and approval is granted.

March 2000: The first turkeys are processed at
the new facility.

company. He believes that MTPC should stand on a multitude of products. He notes that
there is more margin in value-added products, where the producer, rather than the market,

sets the price.

23




The cooperative also began selling direct to market: Its customers include Michigan State
and Notre Dame universities and Gerber Foods. The group also sells to regional grocery
chains, where store shoppers can choose from such products as fresh refrigerated links,
patties, steaks and ground turkey. While the cooperative has competitors, Lennon
believes they do have a competitive advantage: Because the products are produced in
Michigan, the grocery store products are the freshest available, Lennon says. He says the
meat is manufactured on Tuesday and is in the stores on Wednesday. The co-op offers
raw product in all three of its brands (Golden Legacy, Silver Legacy and Legacy) and
fully-cooked product in its premium brand (Golden Legacy).

Golden Legacy Silver Legacy
Oven Ready (Roasts) Raw

* Foil Wrapped * Steaks & Fillets
» Cook in bag * Burgers

» Chef Ready (Non-Ovenable) » Sausage Links & Patties
» Cook/Chill Bag
* ABF Roasts

Fully Cooked (ready to serve) | Legacy

« Carving Quality Breasts Raw
« Slicing Quality Breasts » FoodService Pack Products
* Shaving Quality Breasts » CVP Products
» ABF Ground Turkey
Cooked Specialty » ABF Industrial Products
* Hams * Industrial Pack Products
* Luncheon Meats * Retail/Cash & Carry Products
* Franks
» Sausages

* Breasts - Sliced & Logs

Lennon wants to educate consumers. The MTPC hopes to create more of a market for
consumers eating turkey in the same way they do chicken — grilled, baked, Cajun, fried —
rather than only as cold deli meat or at Thanksgiving, as is most common.

Many people knowledgeable of processing cooperatives believe that management is as
important as processing. The MTPC believes the key to success for new cooperatives
looking to add value to their commaodities is to hire professional managers. While the
members of the cooperative need to be successful in their own individual businesses,
bringing in top management to run the processing facilities is just as important. Before
joining the turkey cooperative, Lennon was a sales and marketing director for Bil Mar.
According to many of the founding cooperative members, his experience in turkey
product development and sales was critical to the success of the cooperative. Lennon and
Don Delardo, MTPC sales manager, began looking for customers months before the first
turkeys were brought in.

With entry into the retail food markets, MTPC’s customer base broadened and so too has
the line of products it produces. While the facility was originally equipped for processing
strictly raw products, it has expanded over time. The growers are supplying heavy Tom
turkeys and have developed a brand name and story line for those products tailored to the
retail market. The products from the Michigan plant are marketed under the name Legacy
or Golden Legacy for “top products,” such as breast meat; Silver Legacy for “second-tier
products,” such as thighs and drumsticks; and Legacy for the ground products.
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Accompanying the brand and logo is a history of the cooperative and of turkey
production in Michigan and a list of the members of the cooperative.

Lennon believes raw turkey meat is basically a commodity. MTPC has differentiated the
cooperative’s products by adding flavors and creating portioned cuts like steaks, roasts
and ground products. Long-term, Lennon says, the co-op plans to add more processing
equipment to prepare products in vacuum-sealed packaging for food service and to
eventually move into a cooked-product line.

Sietsema believes that as farmers’ profit margins continue to tighten, more attention and
interest will be directed at establishing cooperatives. He encourages local farmers to
study the situation thoroughly before establishing a co-op. He believes the experience of
the group in Michigan may be helpful, and suggests to others seeking to build a similar
enterprise that they start by soliciting as much good information as they can get from
university professionals and from other local entities. Sietsema notes that MSU and
Michigan Department of Agriculture personnel, as well as the Michigan Farm Bureau
staff, were extremely helpful in MTPC’s formation and in explaining relevant legal and
technical issues.

Sietsema also advises producers to know where in the food chain they’re located. While
Sara Lee’s decisions and unfortunate recall situation created an unpleasant environment
for the Michigan turkey producers, ultimately he believes it was good for them. Sietsema
holds that it was inevitable the turkey growers were going to receive their wake-up call.
The formation of the cooperative helped them get closer to the consumer, something he
believes they needed to do.

Without doubt, the economic impact of the 15 original cooperative members in western
Michigan was considerable. This undoubtedly helped the group attract the attention and
resources of the local, state and national entities that assisted in organizing and
developing the cooperative. However, while the Michigan Turkey Producers Cooperative
may be on the large side among small processing cooperatives, much of its history and
lessons learned could be applied directly to smaller groups of producers wishing to
establish a small-animal slaughter facility.

This case study clearly shows that cooperatives can build and operate slaughter facilities
that can at least break even. It shows how a group of producers working together were
able to accomplish something that none of them could have accomplished alone. It also
shows the importance of involving local, state and national service providers and other
organizations. Calling on and obtaining the help of these organizations was critical to the
success of this turkey cooperative. The founding members also stress the importance of
proper management and of placing the right people in critical positions. Without the
proper talent running the processing facility and in marketing and selling roles, this
venture would not have been successful.

Perhaps most important, this case study shows how one cooperative ensured demand was
there for a facility by developing markets for both their commodity and value-added meat
products. This clearly illustrates that management, marketing and sales are as important
as the slaughter and processing aspects of the cooperative.
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Lessons Learned
e There’s strength in numbers.
While the original 15 turkey farmers may as individuals have had a difficult time
attracting attention to their plight, their strength as a group allowed them to gain
attention and momentum.

e Local, state and national government entities and service providers can help.
Time was of the essence, and the group needed to mobilize quickly. In need of
immediate assistance in such keys areas as organization and finance, they turned
for assistance to local universities, state agencies, government service providers
and other entities.

e Management is important.
Aside from the management of the individual members’ farms, the cooperative
knew it would be important to attract the services of talented managers not only in
the processing plant but in sales and marketing as well.

e Expand your product line.
Perhaps most important, the cooperative wasn’t satisfied with simply providing
commodity products. By expanding their product line, they greatly increased their
market exposure as well as their profit margin.

Agricultural producer/processor cooperatives
Small volume

EcoFriendly Foods, LLC

3397 Stony Fork Rd.

Moneta, VA 24121

(540) 297-9582 (phone)

(866) 326-3743 (toll-free phone)
(540) 297-9583 (fax)
letsmeat@ecofriendly.com
Plant Number: P21938 M2138

EcoFriendly Foods was founded by Bev Eggleston, a protégé of Joel Salatin, a renowned
advocate of small, ethical family farming and of raising pasture-fed animals. Eggleston’s
processing plant is approved for both rabbit meat and poultry slaughter and processing.
Bev and Janelle Eggleston purchased a processing plant and completed a comprehensive,
two-year renovation project in 2004, which has resulted in an updated USDA-
certification and the opening of the EcoFriendly Foods Processing Plant.

According to their website, EcoFriendly Foods offers a bridge for the marketing and
distribution of meat products for farmers who are embracing the model of humane and
ethical standards for grass-based farming. Emerald Family Farms, a consortium of small
family farms and young farmers, was developed to provide the needed control and
accountability for the production of these products.

The plant sells its products through many outlets, including their own on-site retail store
and at farmers markets throughout Northern Virginia. EcoFriendly food products are also
distributed through home buying clubs in Washington DC, Virginia, Maryland and North
Carolina.
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The company promotes itself as a viable model for humane and ethical meat production.
While the Egglestons process their own meat, they also provide custom slaughter services
for other independent growers. As of October 2006, custom and USDA-inspected
slaughter fees are as follows:

Chicken/custom or USDA

Bulk in Boxes: $2.50 per bird

Packed in 4 MI Vac Bags: $2.85 per bird
Whole Bird Cut/4 MI Bags: $4.50 per bird
Turkey/4 ML Bags: $8.00 per bird

Rabbits/custom
Whole: $4.00 each
Cut-up: Contact for price quote

Puget Poultry
Michaele Blakeley
14201 58th St. SE
Snohomish, WA
(425) 941-4895
www.pugetpoultry.org

A much smaller cooperative than the MTPC recently has been formed in Snohomish,
Washington, covering processors in the tri-county region of King, Snohomish and
Thurston counties. Five individuals recently formed this processing cooperative with the
intent of initially processing 200 to 300 birds a week and ramping up to 500 or more a
week in a year or so. According to founding member Michaele Blakeley, because the
group would process over 20,000 birds annually, and because some members wished to
market their product interstate, the cooperative is seeking to establish a USDA-inspected
facility. Blakeley notes that several other prospective members were “waiting in the
wings” for the facility to be opened, and she projected that by the end of the first year the
cooperative will have 50 to 60 members. While nonmembers will be allowed to use the
facility, members of the cooperative will receive discounted rates.

Blakeley says the cooperative has been legally established and has received the financing
it needed to open but has not yet secured a building suitable for leasing. One cooperative
member formerly operated a USDA-inspected slaughter facility and is bringing in much
of the equipment. The group has held discussions with local USDA personnel and hopes
to open soon after securing a 1,500- to 2,500-square-foot building. The co-op’s
processing facility will be a certified organic one. The ultimate size, design, equipment
layout and so forth is dependent on the results of a local market-demand survey the
cooperative has just begun.

The biggest problem the cooperative is facing at this time is that of the building. Given
the complexities of siting a chicken slaughter facility in the greater Seattle area, Blakeley
says the group has been unable to find a suitable building with proper zoning and health
department approval (primarily water and sewer issues). However, she states they’re
looking at several buildings at present and believes that one of them will be suitable.
Based on conversations between the cooperative, USDA staff and state personnel, she
believes the facility should be open and processing birds very soon.
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Blakeley says the cooperative is strictly a processing one, although some of the members
are contemplating starting a grower’s cooperative to help members with farming issues
and issues relating to marketing. Blakeley says that most members sell their birds locally,
to restaurants and at the farmers market. An Internet order form is available on their
website for local ordering. They don’t presently drop-ship any birds via UPS or FedEX.

The cooperative plans to offer whole-bird processing as well as a cut-and-warp operation.
No cooked/ready-to-eat products are being considered at this time. The co-op is seeking
producers with birds up to 6 Ibs. dressed weight, delivered clean, live and healthy, in
batches of at least a hundred. During the processing, they will be able to save the heart,
liver and neck and package those items inside the bird, should the grower desire. They
will also offer individual vacuum packaging, weighing and labeling with grower
information and weight. The processing facility can’t provide labels with logos, long-
term storage or transport. Long-range plans are to include turkey, rabbit and duck
processing as well.

Puget Poultry is in the process of conducting the following survey of existing and
potential poultry processors who may be potential cooperative members:

Puget Poultry Producer Survey

Puget Poultry will benefit the small-scale poultry grower, meeting their need for poultry processing under
USDA inspection and/or organic certification, and making products eligible for sale off-farm to high-end
restaurants and retail stores. We are looking for grower-members, ranging in scale from back yard growers
to large family farms. Growers and other interested parties are invited to invest cooperatively and get
involved in the production of local, organic, and pastured poultry for our region. Have you got pluck?!

The Cooperative will deal primarily in the processing of quality broilers, but we will also offer processing
for ducks, turkeys and rabbits. Our first plant will be located in the greater Seattle area. We will offer
USDA inspected processing, which will eliminate processing-related restrictions on where and how the
poultry products are sold. We will also be able to process certified organic product.

In order to serve you, we are asking current and potential poultry producers to inform us of your perceived
needs.

Our primary broiler processing price would be for:
e Birds up to 6 Ibs dressed weight delivered clean, live, and healthy in batches of at least 100
o Saving heart, liver, and neck (packaged inside the bird, if desired)
e Individual vacuum packaging, weighing, and labeling with grower information and weight
o NOT included would be: labels with logos, long-term storage, and transport

1) How many birds per year would you be interested in having processed, if the cost were:
U$3.00 per bird
U$3.50 per bird
U$4.00 per bird
U$4.50 per bird

Please check the following if they apply to the animals you raise, or wish to raise in the future.
UCertified organic UPastured

2) Would you be interested in the following additional processing services at additional costs:

Processing batches of chickens fewer than 100; how many at a time?
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USaving gizzards.
UFreezing.
ULong-term frozen cold-storage
UCutting up chickens into boneless breasts, thighs, drumsticks, wings, etc.
URetail tray packaging pieces.
UBulk bag packaging pieces.
3) Would you be interested in processing for the following animals:
UTurkeys.
UDucks.
URabbits.
ULaying hens/roosters

QOther

4) To become a member of the co-op you would have to invest in a share of co-op stock, which could be
sold if you ever left the co-op.

What is the highest one-time membership investment level you would be willing to make?

a  $100
a  $200
Q  $500
a  $1000

5) Your production status:
U Currently producing poultry.
Types of poultry and production methods

U Have produced in the past, but not currently producing.

Types of poultry and production methods

U May produce in the future.
Types of poultry and production methods

6) If you are a current producer:

How many birds are you producing per year? Give separate figures for each type of poultry.

What is your current processing cost per bird?

Describe processing (home, WDSA inspected ...)

7) Any further comments, suggestions, or questions?

8) Please provide your name, farm, and contact information:

Name
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Farm name

Address

City, State, ZIP

Phone

E-mail

9) Would you be willing to participate in a local focus group, in order to discuss how the cooperative can
meet the needs of growers in your area?

PLEASE RETURN BY E-MAIL (info@pugetpoultry.org)
OR POSTAL MAIL TO:

Puget Poultry

c/o John Lane

14201 58 ST SE
Snohomish WA 98290

AND PLEASE REFER OTHERS TO OUR WEB SITE SURVEY (www.pugetpoultry.org)

Lessons Learned

It takes longer than you think.

This grassroots effort to establish a small-animal slaughter facility has taken over
three years. Founding cooperative member Michaele Blakeley says the group has
persevered over much time and travail. Even though the proposed facility is small
(1,500 to 2,500 square feet), the time required to organize the members, legally
establish the entity and seek appropriate financing has been lengthy. Blakeley
wonders what additional time would have been required if the group had tried to
raise the money necessary to construct their own building. Even finding a suitable
building to lease is taking far longer than expected.

Information on market demand is essential.

The cooperative is in the process of developing market-demand information
through a local survey process. This is important information that will help
establish the organization, layout and operation of the processing facility. The
survey will collect important information from existing and startup growers in
such key areas as number of birds to be processed, other small animals to be
processed, processing desired and process pricing, desire to join the cooperative, a
prospective member’s price sensitivity to joining the group and so on.
Determining the market demand for the facility is an important step to take before
designing and opening the facility.
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For-profit companies

Nature’s Premier Organic Chicken, LLC
372 List St.

Frankenmuth MI 48734-1949

(989) 652-9840
http://www.naturespremier.com/index.htm

It’s not uncommon for small-scale slaughter operations to seek a competitive advantage
over larger producers through niche marketing. Given the tremendous scale of large
chicken slaughter facilities, smaller operations can’t achieve the volume of birds
necessary to market their products on the basis of a competitive price. These small
facilities, however, can be competitive against the low-cost producers on the basis of
other product attributes — for example, quality, locally grown, organic, free range or
pasture poultry.

One successful for-profit company comprises three Michigan entrepreneurs. In 2004, Les
Dale, Wes Reinhold and Scott Miller formed Nature’s Premier Organic Chicken, a
limited liability company. All three men had backgrounds in chicken farming. Dale grew
up on a farm and started raising chickens when he was 10 years old. Reinhold is a fifth-
generation farmer who grew up on a farm near Frankentrost, Michigan. When Miller was
only a year old, his dad began raising chicks and running an egg production business.

Dale studied at Michigan State University, where he earned his bachelor’s, master’s and
doctoral degrees in poultry science, as well as an MBA in food marketing. In 1988, he
started his own part-time business raising broiler chickens. He developed a production
regimen that produced an excellent tasting bird that has significantly less fat than most
other broiler chickens.

Both Reinhold and Miller began supplying chickens to Dale’s operation — Reinhold in
1984 and Miller in “94. Miller currently runs a growing farm near Owendale, Michigan.
Dale and Reinhold shared a vision to create a unique broiler-chicken business, and
together with Miller explored ideas and opportunities until they established Nature’s
Premier Organic Chicken.

The company now operates from their leased 8,000-square-foot plant located in
Frankenmuth, Michigan. The plant is configured with a 2,000-square-foot killing and
evisceration area; 1,200 square feet of cut-and-packaging operations; 2,000 square feet of
cooking and further processing; and 2,800 square feet of dry and cold storage,
administration and office area.

Dale reports that he sold his original operation back in the mid 1990s. The business was
unsuccessful under these first buyers and was eventually sold to another owner. The
second owner was also unsuccessful, and the plant sat idle for some time. In 2004, Dale
once again took over the operation, this time with his current partners.

The entire plant was constructed using fiberglass reinforced panel (FRP). While FRP is
less expensive in the beginning, Dale says that he’s now faced with significantly higher
expenses in terms of maintenance.

Dale says that middle-of-the-line equipment was used from Ashley Equipment (located in
Indiana) and Brower Equipment (located in lowa):
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Ashley Equipment
PO Box 2
Greensburg, IN 47240
(812) 663-2180

Brower Manufacturing
609 Houghton Main St.
Donnellson, 1A 52625
(319) 469-4141

Rather than use the large-scale, inline equipment that’s typically used in large slaughter
facilities, Dale chose batch-processing equipment. While the processing capacity of inline
equipment is significantly greater than batch equipment, the size of the product going
down the line must be fairly uniform for optimum operation. Given the relatively small
number of birds the company processes each week, Dale found the flexibility and
reliability of batch-processing equipment far outweighed the increased capacity of inline
equipment. According to Dale, the more mechanized the line, the more uniform the birds
must be. He reports that his batch equipment can process anything from a Cornish game
hen to a 20-Ib. turkey. He also believes that, if he wished to, he could process rabbits with
the Ashley equipment.

The plant currently kills about 2,000 birds a week, although the equipment is rated for up
to 1,200 birds an hour. The company has no significant seasonality. Dale says that
running the equipment at about 500 birds an hour is best for the company and helps them
reach the USDA target for E. coli. When the equipment is operated at higher speeds, he’s
found a significant increase in E. coli among the processed birds.

Dale estimates that his operation was capitalized with approximately $2.3 million,
consisting of owner’s capital and bank financing. His biggest financial hurdle at present
is obtaining sufficient working capital. He estimates that today his equipment would cost
about $500,000.

The company employs 32 individuals, with 22 in operations (killing and evisceration),
seven in further processing (including cooking), three in administration and one in sales
and marketing. Dale says the company is also in the process of building a network of
specialty brokers around the country.

The company is a USDA-inspected facility and is under continuous inspection. The
USDA inspector must be onsite when the birds are killed but isn’t mandated to be there
during further processing. The company doesn’t pay the inspector’s salary directly as
long as the inspector is limited to an eight-hour day, but is responsible for the inspector’s
overtime. The inspector is present when the birds are killed and may or may not be there
when processing occurs. The company reports that operating under USDA inspection can
be onerous at times. It’s undergone all the required USDA planning, including a Hazard
Analysis and Critical Control Program plan (Dale advises using a consultant), Standard
Operating Procedures, a product recall program, a standard sanitation program, as well as
other required USDA paperwork.

Dale says one of the company’s biggest hurdles relates to size. He says that if he were
slaughtering 20,000 or fewer birds a year, he could operate under the USDA category of
retail exempt. This would allow the company to sell directly to consumers and restaurants
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but not to resellers; it would also prohibit it from selling across state lines. However,
given the much less expensive operating environment of a non-USDA plant, the financial
gain may be greater than running a small plant under USDA inspection.

Dale believes that 2,000 birds a week is too small under USDA inspection unless at least
50 percent of the product is further processed, especially cooked/ready-to-eat products.
Too little cooked and too much fresh would not be profitable. Dale estimates that under
USDA inspection he would have to process 3,000 birds a week or more to reach the
break-even point without further processing.

Dale also reports that packaging was a problem early on, one that the company is still
working its way through. Especially important was packaging for what the company calls
“salad meat” — cooked/ready-to-use product for salads, pastas, etc. The company’s 10-0z.
salad meat and 12-0z. package of wings are now being vacuum packed. Dale believes
that in this premium market — and given the shelf life requirements of products like these
— “overwrap” packaging, the industry standard, is inappropriate. He also says that “gas
flush” packaging would be even better but is more expensive than vacuum packed.

Dale says the company is adding a freezing capability to its existing fresh packaging.
Currently, when customers order direct from the company they receive their order fresh
via UPS or FedEXx in dry ice containers. He hopes to be adding frozen delivery in the near
future.

Dale’s advice to anyone getting into this business is to get sound, knowledgeable
guidance before entering the market. He notes that the company has launched products
that would have fared even better with some marketing and packaging advice upfront
from industry experts.

He also states that even if the product is highly differentiated (e.g., organic, free range,
etc), small companies can’t compete with large producers with raw product alone. Small
firms need cooked/ready-to-eat product to successfully compete with the large producers
because these products carry a significantly higher profit margin than raw product.

Much of what Dale related in his interview is echoed in the company’s website,
which states a commitment “to raising our chickens under the best possible
conditions. This means the healthiest feed, most humane handling, and plenty of
fresh air, clean water and sunshine.”

The company’s niche market is based on three attributes of their products:

e Organic
o Freerange
e Humanely treated

The company has achieved three certifications relating to their niche attributes:

o Certified Organic by the Organic Growers of Michigan for the USDA

o Certified Free Farmed by the American Humane Association

o Certified Humane Raised and Handled by the Humane Farm Animal Care
Program

According to Dale, the integrity of the certifying agency is extremely important in
developing and maintaining both brand image and the specialty nature of the product.
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The certification agencies for Nature’s Premier Organic Chicken are as follows:

Certification Agency

Agency Information

Organic Growers of Michigan
1824 66th Street.

Fennville, Ml 49408

(269) 543-4315
http://www.michiganorganic.org

Organic Growers of Michigan (OGM) is a nonprofit
USDA accredited certifying organization of more than
200 organic farmers, gardeners and friends who are
interested in organic practices and organically raised
food. OGM was established in 1972 and is the second
oldest state organic certifying agency in the USA. OGM
is organized into six chapters located throughout the
entire state of Michigan. OGM spans the state from
Detroit to the western Upper Peninsula. OGM has a
certification system that assures the public that our
crops and livestock are grown according to strict
organic principles. This means that food purchased
from OGM certified growers is produced without the
use of artificial fertilizers, chemical pesticides,
antibiotics, hormones or any synthetic substance.

Purchasing locally grown, organically produced fruits,
vegetables and meat assures you of having the very
best food available for your family's table. By supporting
your local grower, you keep your wealth within your
own community where it recirculates over and over
again. And finally, by going organic you are assured of
feeding your children and yourself food that has not
been polluted with toxic chemicals added by the farmer
or food processor. If you want clean and fresh quality
food, call or e-mail your local organic farmer or chapter
of the Organic Growers of Michigan. OGM is a member
of the Michigan Chamber of Commerce and Michigan
Organic Food and Farm Alliance (MOFFA).

American Humane Association

63 Inverness Drive

East Englewood, CO 80112-5117

(303) 792-9900
http://www.americanhumane.org/site/
PageServer?pagename=pa_farm_animals

Back in 1877, humane organizations from throughout
the country met to unite their missions in a stronger
voice. At that historic meeting in Ohio, the American
Humane Association was formed.

At that time, one of the first goals of the organization
was to protect livestock in transit from the West to the
East. This involved addressing the horrible conditions
of slaughterhouses and railcars, in which cattle and
hogs were forced to travel for days without rest, food, or
drink.

American Humane immediately went to work to solve
these horrible problems and ensure the humane
treatment of cattle, hogs, sheep, and eventually poultry,
as well. And our work did not end there.

Today, American Humane protects farm animals
through the groundbreaking Free Farmed™ program.
Through this program, consumers can be guaranteed
that the products they select are from animals that were
raised and treated compassionately and humanely.

Human Farm Animal Care

PO Box 727

Herndon, VA 20172

(703) 435-3883
http://www.certifiedhumane.com/
whatis.html

The Certified Humane Raised & Handled Label is a
consumer certification and labeling program. When you
see the Certified Humane Raised & Handled label it
means that an egg, dairy, meat or poultry product has
been produced with the welfare of the farm animal in
mind. Food products that carry the label are certified to
have come from facilities that meet precise, objective
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standards for farm animal treatment.

QUALITY STANDARDS
A team of veterinarians and animal scientists
developed the Animal Care Standards to ensure that
producers and processors keep animals in conditions
that have met high standards of animal care:
e Allowing animals to engage in their natural
behaviors

e Raising animals with sufficient space, shelter
and gentle handling to limit stress

e  Making sure they have ample fresh water and
a healthy diet without added antibiotics or
hormones

Under the system, growth hormones are prohibited,
and animals are raised on a regular diet of quality feed
free of antibiotics. Producers also must comply with
local, state and federal environmental standards.
Processors must comply with the American Meat
Institute Standards, a higher standard for slaughtering
farm animals than the Federal Humane Slaughter Act.

Of its three niche attributes, the company believes that the organic certification
boosts its marketing efforts best. The company website states the following
regarding organic:

Organic food has been grown or raised without the use of
chemicals, genetic modification or radiation. Organically raised
chickens are given no antibiotics or growth stimulants and must
be fed 100% organically grown feed.

In addition, the chickens must have easy access to fresh, clean
water and to the outdoors for fresh air and sunshine. These
procedures ensure the chickens’ health by reducing their stress
and thereby reducing illness and the need for antibiotics.

These standards were established by the National Organics
Standards Board (NOSB), which is a sub-group of the United
States Agricultural Department (USDA).

In order to be certified organic, very specific rules must be
followed regarding:

e The type and quality of feed given
e How the animals are raised
e How they are slaughtered and processed.

Certification is granted by a USDA-approved certifier who
inspects the farm and processing plant. They also review
documentation to verify compliance with the established
requirements.
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The company believes its product is the “the best chicken money can buy,” most
particularly in terms of taste, nutritional value and purity. Further, it believes
eating organic chicken offers value in what it does not contain. Specifically, the
birds processed at Nature’s Premier Organic Chicken have received:

e NO genetically modified grains

e NO animal or poultry by-products

o NO antibiotics

e NO growth stimulants

e NO injections during processing

o NO feed that has been grown with chemical fertilizers, pesticides,
fungicides or herbicides”

Most telling of the company’s marketing materials may well be the standards it uses to
differentiate its chickens from other birds. It’s quick to point out that “all natural” is not
the same as *“organic”:

Unlike “Organic,” the term “All Natural” is not a USDA-
regulated term and therefore can mean just about anything. Many
companies may claim their “All Natural” chicken is antibiotic-
and stimulant-free. They may also claim that they use high-
quality feed or make some other claim that may lead the
consumer to believe that “All Natural” is as good as “Organic.”
However, without independent, third-party verification of these
claims, there is no way to be certain. “USDA Organic” on the
label means the product meets the requirements of, and is
certified according to, the NOSB standards.

The company offers the following chart to make sure consumers understand the
differences between Nature’s Premier Organic Chicken and other chicken:

, TYPICALLY
FEED NATUORFEGSAT\]TEMIER “ALL NATURAL” MASS
PRODUCED
Grovyp from genetically NO ” YES
modified seeds
Grown w_|th insecticides NO ” YES
and pesticides
Gro_v_vn with chemical NO ” YES
fertilizer
Includes animal/poultry NO ” YES
by-products
Fat added
2

(to reduce cost) NO ’ YES
Least expensive NO ? YES
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LIVING NATURE’'S PREMIER “ " TYPICALLY
CONDITIONS ORGANIC ALL NATURAL MASS PRODUCED
Antibiotics used NO NO YES
Growth stimulants NO NO YES
used
Medications
administered NO ? YES
routinely
Minimal space for NO " YES
movement
Able to go outdoors YES NO NO
Reg_ular exposure to YES ” 2
sunlight
Vaccinations NO ? YES
Routine surgical
procedures (cut toes, cut NO ? ?
beaks)

NATURE’'S PREMIER TYPICALLY

PROCESSING

“ALL NATURAL”

ORGANIC MASS PRODUCED
I_Every bird inspected 3 YES ” ”
times
Large communal bath NO ” YES

for chilling

One of the major differences between Nature’s Premier Organic Chicken and
other producers’ chicken is fat content. Their website states:

Our chickens are raised on a specially formulated low-fat, high-
protein organic feed that results in meat that is only 7% fat on

average compared to around 15% fat for other chicken. Less fat
in the chicken you eat, means less fat on YOU!

Total Fat of Nature’s Premier Organic Chicken Compared to USDA

National Database

GRAMS OF TOTAL

NATURE’S PREMIER

FAT IN 100 GRAM ORGANIC * USDA AVERAGE ** | PERCENT REDUCTION
SAMPLE
WHOLE CHICKEN (a) 7.41gm 15.06gm -51%
BONELESS SKINLESS 0 3dgm 1 24gm 730
DRUMSTICKS (a) 5.15gm 8.68gm -41%
THIGHS (a) 8.18gm 15.25gm -46%
WINGS 12.00gm 15.97gm -25%

* Great Lakes Scientific, Inc., August 2004, Reports 44137-44141

** USDA National Nutrient Database for Standard Reference, Release 17 (2004)
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The company offers a wide variety of products, both fresh and cooked, that can be
purchased directly from the company through their website.

Products include:

Fresh Chicken

Whole Birds - No giblets ($2.69 Ib.)
Boneless Skinless Breasts ($6.49 Ib.)
8 Piece Cut Up ($2.99 Ib.)
Drumsticks ($2.89 Ib.)

Wings ($2.89 Ib.)

Split Breasts ($4.99 Ib.)

Boneless Breast Skin On ($5.99 Ib.)

Ready-To-Eat Lunch Packs

Wings (unit price $3.60) Spicy BBQ

Thighs (unit price $3.60) Natural Marinade
Thighs (unit price $3.60) Hickory Smoke
Drumsticks (unit price $3.60) Spicy BBQ
Drumsticks (unit price $3.60) Natural Marinade
Drumsticks (unit price $3.60) Hickory Smoke

Ready-To-Eat Salad Meat
Salad Meat (unit price $3.89) Natural Marinade
Salad Meat (unit price $3.89) Hickory Smoke

Salad Meat 1lb Tray Packs
Salad Meat (unit price $7.00) Natural Marinade
Salad Meat (unit price $7.00 Hickory Smoke

Ready-To-Eat Tray Packs

Drumsticks Spicy BBQ ($4.99/Ib.)
Drumsticks Natural Marinade ($4.99/b.)
Drumsticks Hickory Smoke ($4.99/1b.)
Thighs Spicy BBQ ($4.99/1b.)

Thighs Natural Marinade ($4.99/1b.)
Thighs Hickory Smoke($4.99/Ib.)

Ready-To-Eat One Pound Wing Packs
Wing Packs Natural Marinade ($4.99/b.)
Wing Packs Spicy BBQ ($4.99/Ib.)

Ready-To-Eat Leg Quarters
Leg Quarters Hickory Smoked (5.49/Ib.)
Leg Quarters Natural Marinade(5.49/Ib.)

In addition to selling products online, the company website provides a listing of retail
outlets for their products, both grocery and restaurant, as well as a special contact number
for those wishing to purchase bulk or custom orders.

This for-profit example shows that small-scale poultry slaughter facilities can
successfully compete with the large, vertically integrated slaughter facilities. They can’t,
however, do so on the basis of price alone. Smart entrepreneurs have found they can
successfully market locally grown birds based on product attributes that matter to the
consumer. In the case of Nature’s Premier Organic Chicken, three attributes were
selected: organic, free range and humane treatment. Based on these attributes, the
company has successfully marketed their products through local markets and direct sales.
The company believes its success was also due to the development of additional product
lines, especially those products that are cooked/ready to eat. While the whole bird was the
launch pad for the company, developing additional, value-added products was necessary
for the company to prosper.

Lessons Learned

e The entrepreneurial lesson.
As is often the case in entrepreneurship, the principals in Nature’s Premier
Organic Chicken came to the venture with a long history in the industry.

e Small, niche producers can compete successfully against the large producers.
This small producer is competing successfully against large producers not on the
basis of price; rather, on its own, carefully chosen terms. The costs of production
and lack of a substantial marketing budget, combined with inefficiencies tied to
its small scale, would never allow the company to compete against low-cost
producers on the basis of price.
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e Differentiate your product.
To compete successfully, the company needed to differentiate its product. This
small entrepreneurial venture is successfully competing with the large producers
on the basis of product attributes. The company used organic certification, the
free-range nature of their birds and humane treatment to design a product that was
very different from the mass-produced chicken of the mega-producers.

e Expand your product line.
Perhaps most important, the company didn’t stop at the whole bird. After it had
developed a product that was differentiated from the mass-produced chicken, it
developed additional products to broaden its market reach and increase sales. By
expanding its product line, the company greatly increased its profit margin.
Especially important is the ability to offer cooked/ready-to-eat products, because
of the high profit potential they afford.

e Management is important.
Good management was integral to the company’s success. All the partners were
experienced in the poultry industry. Les Dale had operated a conventional
slaughter facility and was well informed as to traditional production practices.
Additionally, Dale had an educational background in both agriculture and
business.

Other legal entities
State universities

Kentucky State University
Steven Skelton

Academic Affairs

400 East Main St.
Frankfort, KY 40601

(502) 597-7501

A very interesting project is located in Kentucky — interesting both in its form of
ownership, a state university, as well as for the fact that it began its life as a mobile
poultry slaughter facility but is today semi-grounded.

Several years ago, a mobile poultry slaughter facility was developed in Kentucky to aid
small-scale local growers. Two nonprofit organizations, Heifer International and Partners
for Families, joined with Kentucky State University (KSU) and the state departments of
Agriculture and Health to develop the project.

The roving facility was built for a total cost of $70,000 on a 20-by-7-foot aluminum horse
trailer. The unit was outfitted with approximately $40,000 of equipment, including the
cost of the trailer, a plucker, a scalder, several kill cones and a stun knife. KSU’s Steven
Skelton notes that he’s now looking at replacing some of the equipment, and that current
prices are as follows:
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Plucker: $6,000
Scalder: $6,000
Kill Cones
Chicken: $35/cone
Turkey: $53/cone
Variable-control stun knife: $2,500

The trailer was originally outfitted with small-batch equipment from Brower
Manufacturing. Given his recent difficulty in obtaining replacement parts, Skelton has
decided to purchase his replacement equipment from Ashley Equipment.

The purpose of the roving plant was to provide small-scale poultry producers with the
opportunity to slaughter their birds on the farm and under their own control. The facility
was able to move from farm to farm, and the individual producers provided the necessary
labor — often one of the most significant expenses in small-scale slaughter. The facility
was shared-use, meaning that the cost of the facility could be borne by its many users
rather than single producers having to maintain individual, on-farm facilities.

Another important aspect for the small producers was the ability to get back the same
birds they brought in. In large slaughter facilities, operators typically can’t guarantee that
the birds brought in are the ones being delivered to the producers at the back end. This
simply isn’t acceptable for small producers who have invested considerable time, money
and effort in differentiating their products. Producers who bring free-range, organic
and/or pasture poultry or other birds signifying the producers’ efforts need to retain those
exact, highly differentiated birds.

While the state of Kentucky didn’t have a formal state meat-inspection program for
mobile slaughter facilities, the state Department of Health and other state regulatory
agencies came up with a plan that allowed the mobile facility to operate. The plan was
complicated, however, and some problems did occur. One such problem was licensure
and compliance in the regulatory environment. Many of the requirements were identical
to the requirements a USDA-inspected plant would operate under. The mobile plant
needed to have an HACCP plan, a Standard Operating Procedures plan and a Product
Recall plan.

A second regulatory problem had to due with solid-waste disposal and disposal of the
rinse water used during the clean-up process. The state was adamant that both the solid
waste and the rinse water be handled in an appropriate manner and that they not be
simply “dumped” at each farm site. This resulted in the state requiring that a “docking
station” be in place at each site at which the mobile facility was to be used, greatly
increasing the cost and reducing the efficiency and mobility of the unit.

Yet another problem was related to insurance: The required insurance was substantial and
often more than an individual producer could afford. When the facility was operated by
Heifer International as a true mobile facility, farmers were required to have a million
dollars in product-liability insurance. This cost approximately $1,000 a year for a farmer
in Kentucky, which was deemed prohibitive.

For all these reasons, KSU took over the mobile processing plant in February 2006. The
plant is now semi-grounded at a permanent docking station located at KSU’s Frankfort
research farm, but there is still hope that other docking stations will be developed so that
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the unit might again be mobile. The hope is that permanent docking stations can be
established, allowing the unit to cover the whole of the state.

Skelton reports that a docking station is nearing completion in Morehead and that a
seven-county collation is determining the feasibility of establishing a station in Jackson
County. A group in Eddyville is attempting to establish a station there as well. With the
addition of three permanent docking stations, the unit could have a permanent route
covering the entire state, not unlike a bookmobile.

Grounding the unit did alleviate some of the problems related to operating a mobile
processing facility. For one, product-liability insurance is now paid by the university. The
producer must sign a waiver that indemnifies the university should the farmer or any farm
laborer be injured during use of the facility.
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KSU opened the facility in July 2006. During the first week of official operation, 268
chickens were processed. Skelton believes that volume will fluctuate from between 50 to
300 birds a week. The unit presently processes whole birds, although it’s approved for
distribution of intrastate cut and wrapped products. While cut and wrapped products will

41



eventually be offered, the facility has no ability or intention to process cooked/ready-to-
eat products.

The facility is currently approved for chicken and turkey, shrimp, fin fish and caviar.
KSU personnel hope to seek approval in the near future for pheasants, partridge and
guinea fowl.

While Kentucky grounded its mobile processing unit, many other states are modeling
mobile processing efforts on the Kentucky experience. The state of Washington has two
mobile processing units, one in the eastern region of the state and the other in the western
region. New York and VVermont are both intending to start mobile chicken processing
units in the near future. It appears that the state regulatory environment plays a
substantial role in determining if a mobile processing unit will be successful or not in any
given state.

Lessons Learned

e The mobile idea sounded good but encountered obstacles.
The idea of a truly mobile chicken slaughter facility initially seemed to be a sound
one. By bringing the slaughter facility to the small-scale chicken farmer, the unit
could service the needs within a given geographic area. Local farmers could
develop the ability to slaughter and market their own birds. Lower costs and the
ability to allow producers to retain their own birds after processing were attractive
incentives. Ultimately, however, disposing of the solid waste and post-slaughter
rinse water and other regulatory and sanitation issues grounded this idea.

e Semi-grounding the facility’s mobility solved the issues.
By offering permanent docking stations around the state, KSU hopes to maintain
the positive aspects of the facility (shared-use and bird differentiation) while
minimizing regulatory and sanitation issues.

e USDA inspection was infeasible
Given the cost of maintaining a USDA-inspected facility and the small number of
birds processed each year, it was infeasible to obtain USDA status. Given the
small annual production volume, the local market can easily absorb all the
product.

Other nonprofit organizations

One model of business ownership and operation missing is that in which a local or
regional nonprofit organization would hatch the concept among its constituents and
develop interest. After a period of feasibility determination — during which the local
market demand is gauged and an appropriate facility is designed — the nonprofit would
raise the funds needed to build the facility. The facility could be operated in a shared-use
manner, whereby local users rent the facility by the hour and supply their own labor.
Conversely, if the facility had sufficient volume it may be able to supply the labor and
offer to local growers a more turnkey approach to slaughter. Insurance could be handled
in a manner similar to the Kentucky State University model: The nonprofit that owns and
operates the facility would have a base insurance policy and then require all users to
provide evidence of their insurance.
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The researchers found no examples of the nonprofit, shared-use model. It was reported by
Kevin Elfering of the Minnesota Department of Agriculture that some small-scale animal
slaughter facilities were started in his state but ultimately failed. While Elfering believes
an insufficient number of birds to assure adequate processing volume was certainly a
major problem, he says that problems in other areas — management and sales and
marketing among them — also may have come into play. One important aspect of small-
animal slaughter facilities in Minnesota, Elfering notes, is the seasonal nature of the
industry. While the facility may be very busy for a few weeks during the summer,
downtime throughout the majority of the year made it difficult to justify the costs of even
a modest slaughter facility. Further, given the sporadic use of these small facilities,
operators had difficulties establishing and maintaining proper procedures covering
sanitation and health guidelines. It would be far better if these facilities were operated
year round with experienced staff.

V. Conclusions

This research indicates that a number of ownership mechanisms can be successfully
applied in governing small-animal slaughter facilities. Examples of successful small-
animal slaughter facilities were found in both the cooperative and for-profit arenas. Also
found was a model whereby a state university owned and operated a small facility.
Missing were examples of other types of nonprofits — for example, economic
development agencies or planning districts. One state regulator identified an insufficient
number of birds for production as well as management and marketing issues as the
downfall of several small, not-for-profit facilities in his state.

It also seems apparent that both product differentiation and a broadened product line are
important. The successful models discussed here substantiate the importance of
developing value-added markets in addition to commodity markets. The small-scale
producers interviewed for this study considered differentiating their product from high-
volume mass producers and offering high-margin products, such as cooked/ready-to-eat
products, to be very important.

Lastly, it’s imperative that potential operators of a slaughter facility know well the
regulatory environment within which they intend to operate. The cost of USDA
inspection is considerable; producers who slaughter 20,000 or less birds should consider
USDA retail-exempt status and/or state meat programs where offered. The cost of
maintaining a USDA-inspection facility adds considerable financial burden to small-scale
producers seeking to reach the break-even point.
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Contact Information for Interviewees

Joe Moize

JBF Processing

2305 Jay Shambley Rd.
Pittsboro, NC 27312
(919) 742-6584

James Hunt

Farmer’s Fresh

475 Industrial Dr.
Bladenboro, NC 28320
(910) 648-2738

Jerry Matkins
Matkins Meats, Inc.
9683 Kerr Chapel Rd.
Matkins, NC 27249
(336) 584-8247

Ron Joyce

Joyce Foods, Inc.

4787 Kinnamon Rd.
Winston-Salem, NC 27103
(336) 766-9900

Michaele Blakeley
Puget Poultry
Snohomish, WA
(425) 941-4895

Other information sources

Les Dale

Nature’'s Premier Organic Chicken
372 List Street

Frankenmuth MI 48734-1949
(989) 652-9840

Steven Skelton

Kentucky State University
Academic Affairs

400 East Main St.
Frankfort, KY 40601
(502) 597-7501

Anthony J. Pescatore
University of Kentucky

Dpt. of Animal & Food Sci.
604 W.P. Garrigus Bldg. 0215
Lexington, KY 40546-0215
(859) 257-7529

R. Michael Hulet

Associate Professor

Dpt. of Poultry Science College of
Ag. Sciences

The Penn. State University

213 Wm. L. Henning Bldg.

Univ. Park, PA 16802-3501

(814) 865-3411

Michigan Turkey Producers Cooperative

Cooperative website: http://www.miturkey.com

Terry Swagerty

Interim Dean

Washington State University
WSU Stevens County Ext.
985 S. Elm, Suite A

Colville, WA 99114

(509) 684-2588

Kevin Elfering

Dir., Dairy & Food Inspection Div.
Minnesota Dpt. of Agriculture
625 Robert Street North

Saint Paul, MN 55155-2538
(651) 201-6453

Wayne Martin

Associate Program Director
Minnesota Instit. for Sustainable
Ag. (MISA)

University of Minnesota

411 Borlaug Hall

1991 Buford Cir.

St. Paul, MN 55108-1013

(651) 201-6453

“Michigan Turkey Producers Cooperative, Preserving a Farming
Heritage,” in Entrepreneurial Agriculture, published by Michigan’s
MarketLine, a project of the Michigan Food and Farming Systems
(MIFFS): http://www.miffsmarketline.org

Rural Development/USDA: “Saving an Industry: Plant closure leads
Michigan growers to form new turkey cooperative.”

http://www.rurdev.usda.gov/rbs/pub/june00/saving.htm

Michigan Farm News: “Michigan Turkey Producers Co-Op opens.”
http://www.michiganfarmbureau.com/farmnews/transform.php?xml=200

00315/cover.xml

Nature’s Premier Organic Chicken, LLC

Company website: http://www.miturkey.com

Interview with Anthony J. Pescatore, Extension Faculty, University of

Kentucky
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Section Three: Assessing Potential Demand for a Small-scale
Small-animal Slaughter Facility in North Carolina

I. Introduction

In June and July of 2006, researchers conducted a statewide written survey of farm-based
producers with potential interest in accessing a small-animal slaughter facility serving
independent growers in North Carolina. The purpose of the survey was to determine the
level of existing and potential demand for such a facility, the geographical area or areas
where such demand is the greatest, demographic characteristics of the potential users, and
to measure the potential economic impact of a facility on independent meat production.

A total of 572 surveys were mailed in hardcopy. (See appendices for full survey.)
Recipients included the more than 300 licensed meat handlers in the state, all county
offices of the North Carolina Cooperative Extension Service and growers known to be
engaged in poultry or egg production. In addition, the Appalachian Sustainable
Agriculture Project (ASAP) posted the survey on their website
(www.asapconnections.org) and the Carolina Farm Stewardship Association distributed
the survey on their livestock listserv. The NCDA&CS also published a notice of the
survey in its monthly Agricultural Review newsletter. Geographically, 159 surveys were
mailed to addresses east of 1-95, 161 to addresses west of I-77 and 252 to addresses
between those two interstate highways. For the purpose of analysis, these regions are
referred to as the western, eastern and central areas of the state. Following the primary
data-gathering period, additional surveys were distributed at growers meetings and upon
individual request.

A total of 60 surveys were returned to the researchers during the stated timeline for
submission. Of that number, 56 respondents were currently involved in or planned to be
involved in small-animal meat production. Three respondents said they were only
interested in processing facilities for large animals and one was interested in serving as a
distributor for farm-based producers.

Analysis of survey responses reveals a number of small, diversified farms located
throughout the state with a strong interest in increasing their meat-animal production
through use of an inspected slaughter and processing facility. These growers are currently
producing very small volumes of meat animals, ranging from chickens and turkeys to
rabbits and such niche poultry as quail and ducks. The majority of these producers are
selling processed meat from their farms directly to consumers, with a substantial number
expressing interest in larger-volume wholesale trade to restaurants and grocery retailers.

Il. Types of Production

The majority of respondents reported being involved in more than one kind of animal
production: Several were also growing beef cows and swine and many more were
involved in both poultry meat and egg production.
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Small-animal production by type
Chicken broilers 36
Eggs 40
Turkey 26
Rabbit 22
Quail 6
Ducks 2

The table above shows responses from those who identified themselves as existing
commercial producers as well as those who identified themselves as planning to begin
commercial production. The majority of survey respondents (38) are existing businesses
engaged in some level of commercial animal production. Of these 38 producers, 24 are
currently raising chicken broilers, 27 are producing eggs, 13 are growing turkeys, 15 are
raising rabbits and three are raising quail.

Are you a startup or existing business?

Startup 18
Existing 38
Total 56

Respondents were also asked how long they had been in business. Of 54 respondents, 12
indicated they have not yet started any commercial meat production of small animals,
four had been in production less than a year, 21 had been in production from one to five
years and 17 had been in production for more than five years.

Among the 18 self-described startup producers, 12 plan to grow chicken broilers, 13 plan
to grow turkeys, seven plan to grow rabbits and three plan to grow quail.

Most respondents indicated having little or no access to professional, inspected
processing facilities. Twenty-two said they were processing their meat on-farm, while 17
said they were using a state-inspected or USDA-inspected facility. When asked, “Do you
have access to a USDA-inspected processing facility for small animals?” 36 of 54
respondents said no. Forty-four of 45 respondents said they would be interested in having
access to a USDA-inspected processing facility in their region of the state.

Sixteen respondents said they wanted to run their meat-production business on a full-time
basis. Thirty-two said meat production was a part-time occupation. A considerable
number (44) of respondents said they wanted to market their product directly to
consumers, while nine said they were interested in wholesale distribution. Twenty-nine
said they wanted to market to restaurants and 12 indicated a desire to sell to retailers,
such as grocery stores. Four respondents, all rabbit growers, said they would prefer to sell
their animals directly to a processor. Respondents often expressed an interest in more
than one type of marketing activity.
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Respondents were asked how far they would be willing to haul their animals for
processing. A majority felt that 25 to 50 miles was reasonable, while 12 said they would
haul their animals from 51 to 100 miles. Nine said they would haul their animals only up
to 25 miles.

How far would you haul your animals for processing?
Less than 25 miles 9
25-50 miles 32
51-75 miles 4
76-100 miles 8
101-125 miles 2
More than 125 miles 1
Total 56

To measure the level of business preparedness, the survey asked respondents whether or
not they currently have a meat-handler’s license. The state of North Carolina requires that
all individuals or companies engaged in the distribution of meat products have a license
for handling meat on a commercial basis. Having a meat-handler’s license is a strong
indication of whether a respondent is distributing their meat beyond their farm in
accordance with state regulations. Of 56 respondents, 19 said they currently have a meat-
handler’s license.

Questions concerning current and projected animal production were ignored or only
partially answered by many survey respondents. In subsequent growers meetings and
one-on-one interviews, many growers expressed reservations about divulging their
production volumes due to a lack of understanding of state regulations regarding on-farm
slaughter and sale of meat. Others felt that making estimates of future production
volumes if using an inspected slaughter facility would be purely speculative until such
infrastructure was actually in place. For whatever reasons, several respondents who said
they were currently in commercial small-animal meat production simply chose not to
answer questions concerning production volume.

A total of 30 respondents statewide did report numbers for their current volume of
production. One respondent reported current production of 20,000 chickens, but
researchers have determined that number is contract poultry production. Backing out that
lone outlier brings a total small-animal head count of 25,526. Of that number, 11,200
were poultry from one farm in eastern North Carolina. The remaining 28 respondents —
reporting production of a cumulative total of 14,326 animals — averaged 511 animals
produced per farm, per year.

Eight producers who reported existing production levels didn’t respond to a question
about anticipated future increase in production if given access to an inspected facility.
The 22 respondents who reported both existing and estimated future production if
provided access to a facility projected a cumulative increase of 173,806 head. A single
grower in eastern North Carolina reported that she would increase production by 115,000
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animals. Three other producers indicated they would increase production by 10,000 head
or more. The remaining 18 producers reported a projected combined annual increase in
production of 18,706, for an average of 1,039 animals per respondent.

In addition, seven respondents who reported they were engaged in no commercial meat
animal production at this time reported they would be able to produce 9,365 meat animals
with access to a slaughter facility. Removing one outlier who reported anticipated
production of 7,000 animals, six startup producers reported they would grow 2,365
animals, for an average of 394 animals per farm.

A separation of respondent types is easily identifiable between a small number who have
plans for large-scale utilization of a processing facility and a larger number who would
choose to remain small for at least the short term, while gradually growing their
production output. Among 33 respondents who answered some or all questions
concerning current or projected annual production with access to a slaughter facility,
seven have plans to process more than 10,000 animals, 10 plan to process from 1,000 to
10,000 and 16 plan to process fewer than 1,000.

An overwhelming number of survey respondents expressed interest in cooperative
marketing through a shared-access USDA-inspected small-animal slaughter facility.
Likewise, 51 of 52 respondents said they had an interest in attending a meeting to discuss
development of such a facility.

Would you be interested in cooperative marketing through a shared-access USDA-inspected small
animal slaughter facility?

Frequency Percent
Valid Yes 44 84.6
No 8 15.4
Total 52
Missing System 4
Total 56

Would you be interested in attending a meeting to discuss future plans for the proposed shared-
access USDA-inspected small animal slaughter facility?

Frequency Percent
Valid Yes 51 98.1
No 1 1.9
Total 52
Missing System 4
Total 56
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111. Geographical Determination

A primary purpose of the statewide producer survey conducted in June and July of 2006
was to determine the area of the state with the highest level of unmet demand for small-
animal processing facilities, with the understanding that subsequent research activities
would largely focus on that identified area.

Respondents’ counties of residence stretched from the mountains to the coast, with the
largest number of respondents living in Chatham (5), followed by Buncombe, Ashe and
Cleveland (4 each). Madison, Yancey, Union and Franklin had three respondents each.

Respondents by County
Jackson 1 Davie 1
Transylvania | 2 Davidson 2
Madison 3 Forsyth 1
Buncombe 4 Randolph 1
Henderson 1 Alamance 1
Yancey 3 Person 1
Ashe 4 Chatham 5
Caldwell 1 Orange 2
Alexander 1 Wake 1
Catawba 2 Franklin 3
Rutherford 1 Greene 2
Cleveland 4 Jones 1
Lincoln 1 | New Hanover | 1
Gaston 1 Total N.C. 54
Union 3 | Upstate S.C. | 2
Total 56

Responses came from 28 counties in the state. A total of 29 producers were located in the
western region, 21 in the central region and four in the eastern region. Two other
producers were located in upstate South Carolina and are grouped with the western
region.

Determining which area had the greatest need for slaughter facilities was contingent upon
existing availability of meat-processing services. A cross-tabulation of respondents by
geographical region shows that while half of respondents in the central and eastern
regions indicated they do have access to a USDA-inspected slaughter facility, 24 of 30
respondents in the western region reported no access to such a facility. The existence of a
small-animal meat processor in Pittsboro and the recent opening of the plant in
Bladenboro have given central and eastern producers easier access to such facilities as
compared to their counterparts in the west.
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Do you have access to a USDA-inspected slaughter facility for small animals?
Yes | No | Total
Region of residence Western North Carolina 6 24 30
Piedmont 10 10 20
Eastern North Carolina 2 2 4
18 36 54

Several respondents in the eastern and central regions reported having relatively large
current levels of production. The reported number of existing meat producers was
greatest, however, in the western region of the state.

Is your business:
Startup | Existing | Total
Region of residence
Western North Carolina 9 22 31
Piedmont 8 13 21
Eastern North Carolina 1 3 4
Total 18 38 56

Western North Carolina had the largest number of survey respondents who reported not
yet having started any meat production (7). However, an equal number of western
respondents reported having been in business for more than five years, with another 13 in
business from one to five years.

How long have you been in the meat business? Total
Not yet Less than One to five | More than five
started one year years years
Reg_lon of West(_arn North 7 2 13 7 29
Residence Carolina
Piedmont 4 2 7 8 21
Easte_rn North 1 0 1 2 4
Carolina
Total 12 4 21 17 54
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The survey response map below shows the geographical range of survey respondents,
along with their types of production. In eastern North Carolina, three of the four
respondents reported rabbit and poultry production. The central Piedmont had 15

respondents growing only poultry, two growing rabbits only and another four growing
both rabbits and poultry. Western North Carolina seemed to have a greater diversity than

the other regions, with 15 poultry growers, six rabbit growers and eight growing both

rabbits and poultry.

Poultry | Rabbits | Both
Eastern N.C. 0 1 3
Central Piedmont 15 2 4
Western N.C. 15 6 8

Two-thirds of respondents statewide indicated they would be running their meat business

on a part-time basis. The western region had both the highest number expecting to

operate full-time and the highest number expecting to operate part-time.

What type of meat business are you running or

looking to run?

Total
Part-time Full-time
Region of
residence Western North 17 9 26
Carolina
Piedmont 14 5 19
Easte_rn North 1 2
Carolina 3
Total 32 16 48

Twenty-three of 51 respondents reported their current or planned meat business as a
seasonal one. The western region had the highest number reporting both a seasonal

business (13) and year-round business operations (15).
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Is your current or planned meat business seasonal
(producing only a few months a year)? Total
Yes No
Region of
residence Western North 13 15 08
Carolina
Piedmont 10 9 19
S : : ;
Total 23 28 51

Central North Carolina had the highest number of respondents (9) reporting they
currently had a meat-handler’s license, while the western region had the highest number
without a license (24). Three of the four respondents from eastern North Carolina
reported having a license.

Do you currently have a meat handler's
license?
Yes No Total
Region of
residence
West_ern North 7 24 31
Carolina
Piedmont 9 12 21
East(_ern North 3 1 4
Carolina
Total 19 37 56

A high percentage of producers with a meat-handler’s license in the central and eastern
regions is reflective of more well-developed businesses currently accessing USDA-
inspected processing facilities. Not surprisingly, in all three regions of the state a majority
of those having a meat-handler’s license also reported having access to a USDA-
inspected slaughter facility for small animals.
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Do you currently have a
meat handler's license?

Region of
residence Yes No Total
Western North
Carolina
Do you have access to a USDA-inspected Yes 4 2 6
slaughter facility for small animals?
No 3 21 24
7 23 30
Total
Piedmont Do you have access to a USDA-inspected Yes 6 4 10
slaughter facility for small animals?
No 3 7 10
9 11 20
Total
Eastern North Do you have access to a USDA-inspected Yes 2 0 2
Carolina slaughter facility for small animals?
No 1 1 2
Total 3 1 4

1V. Conclusion

By most every measure, the western region of the state clearly has the greatest unmet
demand for access to a USDA- or state-inspected small-animal slaughter facility. A

caveat to this finding is that the largest single independent producer of poultry in the state
is located in eastern North Carolina. The total number of survey respondents from that
area was, however, very low.

Subsequent research on producer demographics, site selection and facility planning was

therefore conducted for determining the feasibility of establishing a small-animal

processing facility in Western North Carolina. Furthermore, geographical placement of
survey respondents indicates that optimal site locations would be in the western foothills,
between Buncombe County to the west, Iredell County to the east, Ashe County to the
north and Cleveland County to the south.
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Section Four: A Profile of Western North Carolina Small-
animal Meat Producers

I. Introduction

In response to a statewide written survey of farm-based producers who may have interest
in accessing a small-animal slaughter facility serving independent growers, a total of 30
producers from the western region of North Carolina and two who live in upstate South
Carolina had returned completed surveys by November 30, 2006. Information in this
section is derived from survey responses, telephone interviews and two growers
meetings: one held in Marion on September 21, 2006, the other in Shelby on November
9. (See appendices for a summary of the proceedings at these meetings.)

Surveys were solicited through mailings to licensed meat handlers, North Carolina
Cooperative Extension county offices and known small-animal producers.
Announcements of the survey were made in the NCDA&CS Agricultural Review and
through the Internet via the Appalachian Sustainable Agriculture Project and Carolina
Farm Stewardship Association. Survey respondents were self-selecting. As such,
response rates and data gathered can’t be extrapolated to a larger population of small-
animal meat producers.

The total number of small-animal meat producers in Western North Carolina is unknown.
Based on discussions with identified growers and agricultural service providers, there’s a
high likelihood that many more growers exist than were identified in the surveys. Very
few non-responders, however, are likely to have relatively well-developed commercial
meat businesses.

County of Residence | Frequency | Percentage

Valid | Jackson 1 3.1
Transylvania 2 6.3
Madison 3 9.4
Buncombe 4 125
Yancey 3 9.4
Ashe 4 12.5
Alexander 1 31
Catawba 2 6.3
Cleveland 4 12.5
Gaston 1 3.1
Lincoln 1 3.1
Henderson 1 31
Rutherford 1 3.1
Caldwell 1 3.1
Haywood 1 3.1
Total WNC 30 93.8
Upstate S.C. 2 6.3

Total 32 100.0

55



These 32 survey respondents reside in 15 WNC counties and in two upstate counties.
Four surveys came in from each of Buncombe, Cleveland and Ashe counties and 3 came
from both Madison and Yancey counties.

Il. Production volume and types

As was the case with those who responded to the statewide survey, WNC respondents
report they are producing or plan to produce a wide variety of meat products. Twenty-
four of 32 respondents said they were existing meat businesses, with the remainder
identifying themselves as startup businesses (i.e., those who plan to go into business).
However, on other survey questions, a few self-described startups reported some level of
current meat production, while some self-described existing businesses reported no
current meat production. In some instances it’s clear that self-described existing
operations may be currently growing only large animals for meat. Others appear to be
currently only involved in egg production. Some startups appear to be producing meat on
a limited basis but are not yet deriving enough income to consider themselves as existing
businesses.

In interviews and group meetings, some producers expressed reservations about
divulging actual production figures due to uncertainty about regulations relevant to the
production and sale of meat products. In the tables below, figures on current and
anticipated meat production are estimates based on interviews and written survey
responses. In cases where producers reported a range of production by number of
animals, such as “anywhere from 700 to 900 head,” a midpoint average was recorded. In
addition, for specific animal-production tables below, survey respondents are identified
as existing businesses only if they reported current production volumes for that particular
type of animal.

Among the 24 producers who said they were existing meat businesses, 15 reported they
are producing both eggs and chicken broilers, representing the largest category of
producer. Many of these are producers whose predominant farm business activity is egg
production, with only a minimal amount of chicken meat production via on-farm
slaughter of spent hens as a byproduct of the core egg business. Several of these
egg/spent-hen businesses indicated they would substantially increase their production of
broilers for meat if an inspected facility were made available to them.

The second-largest group of current producers is that of rabbit-meat producers. Ten of the
24 existing meat businesses are growing rabbits, with six of them exclusively involved in
rabbit production. Researchers were surprised to discover the size of this nascent
industry, considered a largely exotic type of meat in mainstream consumer society.
Interviews and focus groups with these producers have revealed the existence of a small
industry that is hindered by the lack of marketing, organization and processing facilities
among growers (see sidebar).

Seven of the 24 existing producers reported growing turkeys.
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The following table is a breakdown of all recorded types of small-animal food production
by independent growers in the WNC region.

WNC small-animal production by type

Survey # | Broilers | Eggs | Turkey | Quail | Rabbit Other Existing?
41 X X
2 X X
16 X X
58
33
24
14
1
59
19
53
54
52
10
55
9
61
60
13
3
8
11
20
21
56 X
23

4

12

31

46

50

26
Total=32

XXX X[ XX
XXX X[ XX

XXX XXX

Goats
Sheep, Beef
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DX XX X XX X XX XX X X X X XXX XXX XXX [ X

XXX XXX X
XXX XXX X[ XX
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X Ducks

XXX |[X
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o
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11 4 13 2 24

57



The following table calculates the volume of existing and anticipated chicken broiler
production in the region. Respondents are recorded as existing broiler producers only if
they indicated some level of current broiler production.

Western North Carolina independent broiler producers and current and anticipated broiler production

Survey Current Anticipated production Existing broiler Other existing
# production wi/facility access producer? production?

41 50 550 X Eggs

2 50 50 X Trout, Large animals

58 25 100 X Eggs

33 20 120 X Alpacas

24 60 260 X Eggs

14 0 1000 Eggs

1 1050 2000 X Eggs

59 75 1000 X Eggs

60 0 550 Sheep, Beef

13 100 300 X Eggs, Rabbits, Quail

3 200 5000 X Eggs, Turkeys

8 N/A N/A Eggs

11 1000 5000 X Eggs, Turkeys

20 125 125 X Eggs, Turkeys

21 25 50 X Eggs, Turkeys

4 50 100 X Eggs, Turkeys, Ducks

12 0 300 Eggs, Turkeys

31 0 N/A Eggs, Turkeys, Quail,

Geese

46 N/A N/A Turkeys

50 0 N/A Eggs, Turkeys, Quail

23 75 150 X Eggs, Rabbits

Total=21 2,860 16,655 14

Only two respondents are currently growing and selling 1,000 or more chicken broilers a
year, with only three others reporting production of more than 100 a year. However,
when asked about anticipated production if they had reasonable access to a processing
facility, five of the existing producers reported they would process and sell 1,000 or more
broilers a year.
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Rabbit: An Up-and-coming market?

Researchers were surprised to discover that North Carolina has a small but dedicated community
of rabbit-meat producers. In the statewide survey, 22 of 60 survey respondents reported growing
rabbits for meat. Of that number, nine were exclusively involved with rabbit production for their
animal husbandry. In WNC, 13 of 32 survey respondents reported raising rabbits, with a reported
current meat production volume of over 3,000 rabbits a year. Most North Carolina rabbit-meat
growers appear to be directly marketing their meat to consumers and restaurants. Several of the
growers have used JBF Processing in Pittsboro.

There are several reasons why rabbit production is attractive to small, limited-resource farms.
Rabbits can be commercially produced for meat, laboratory research or pets. Startup investment
costs are low and the land necessary to produce rabbits is minimal. Moreover, they produce large
volumes of meat in a short period of time: A single breeding doe can produce through her
offspring more than 320 pounds of meat a year — more meat than produced by a cow and
requiring less feed, space and equipment.

Rabbit is commonly eaten in France, Italy and other European countries. In an unscientific
investigation, a Google search was conducted for all websites containing the words “French
restaurant” and “rabbit”; it returned 921,000 hits. According to the Scottish Agricultural College,
France is the largest per capita consumer of rabbit, with an average of four kilograms per person
per year.

While for most Americans rabbit meat may seem like an exotic source of protein, rabbit growers
and recent media reports indicate that rabbit is a growing niche in the meat industry.
Domesticated rabbit meat is considered by the USDA to be entirely white meat. It’s high in
protein and low in fat, sodium and cholesterol when compared to other common meats, including
poultry and beef.

An August 2005 report in the Milwaukee Journal Sentinel (see appendices) indicated that rabbit
growers and processors in the northeastern United States can’t keep up with demand for rabbit
meat from the restaurant trade. An editor at Food & Wine magazine referenced in the article
attributed the growth to bistro-style restaurants, which focus on rustic fare, including wild game.
Another cause of the rise may be Americans’ increased exposure to foreign foods, especially
French and Italian cooking, which often features rabbit meat.

In the southeast, Publix Super Markets actively promotes on its website the health and wellness
benefits of eating rabbit. The Milwaukee Journal Sentinel article reports that Publix carries rabbit
at 250 of its 800 supermarkets. (The American Rabbit Breeders Association website,
www.arba.net, posts an updated listing of buyers and processors of rabbit in the U.S. and Canada,
along with each one’s market assessments and prices paid per pound by live weight.)

Rabbit growers face many of the same difficulties as independent poultry growers: Many have a
lack of understanding of small-animal meat-production regulations, lack inspected processing
facilities and receive virtually no marketing support.

The USDA doesn’t consider rabbit to be a livestock animal. Inspection services at slaughter
houses therefore fall under the category of “voluntary fee for inspection,” meaning processors
must pay the USDA an hourly fee for the use of the inspector. In-state transport and sale of rabbit
meat, however, does not require USDA inspection.

Perhaps the greatest hurdle for the rabbit-meat industry is the fact that pet rabbits remain popular
in this country. As one grower at a focus group held in the course of research for this report said,
“We suffer from the Bugs Bunny syndrome.”

The rabbit-pet industry was reportedly worth $612 million in 2000.
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In all, 13 survey respondents reported current or anticipated rabbit-meat production.

WNC independent rabbit producers and current and anticipated rabbit production

Survey Current Anticipated production Existing rabbit Other existing
# production wi/facility access producer? production?
13 200 600 X Eggs, Chickens,
Quail
60 0 500 Eggs, Chickens
16 N/A N/A Turkeys
55 1000 10,000 X
10 700 N/A (700)
52 0 N/A
54 600 1600 X
53 N/A N/A
19 15 350 X
61 500 2,500 X Eggs, Turkeys, Qualil,
Goats
56 0 800
23 10 85 X Eggs, Chickens
26 0 170 Eggs
Total=13 3,025 16,605 7

There’s good reason to believe that current rabbit-meat production figures are
underreported. The outlier who reported anticipated production of 10,000 head per year
given access to a processing facility is a dedicated rabbit producer who is intent on
making a full-time career of it. While this individual may have some difficulty ramping
up to this level, there is reason to believe that the figures are attainable with intensive
market development. This individual would choose to focus on wholesale distribution for
his sales. Survey respondents #52 and #54 reported they would only be interested in
selling live rabbits to a processor. The remaining respondents indicated they would most
likely sell their rabbit meat directly to restaurants or consumers.
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WNC independent turkey producers and current and anticipated turkey production

Survey Current Anticipated production Existing turkey Other existing
# production wi/facility access producer? production?

21 25 45 X Eggs

20 N/A N/A Eggs, Chickens

11 250 1750 X Eggs, Chickens

8 N/A N/A Eggs

3 20 220 X Chickens

16 0 200

61 N/A N/A Rabbits, Goats

4 50 100 X Chickens, Ducks

31 N/A N/A Eggs, Geese, Qualil

46 110 400 X Chickens

50 N/A N/A Eggs, Chickens,

Quail
Total=11 455 2,715 6

Five respondents reported an interest in production of lesser-known or niche types of
poultry production. Four of those reported an interest in quail; however, none of them
reported any current production. One grower reported current production of 25 ducks a

year.

WNC independent producers and current and anticipated niche poultry production

Survey # and Current Anticipated production Existing niche Other existing
animal type production wi/facility access producer? production?
61 - Quail N/A 1000 Eggs, Rabbits,
Turkeys, Goats
13 - Quail 0 N/A Eggs, Chickens,
Rabbits,
50 - Quail 0 N/A Eggs, Chickens,
Turkeys
31 - Quail N/A N/A Chickens, Turkeys,
Geese
31 - Geese N/A N/A Chickens, Turkeys,
Quail,
4 - Ducks 25 50 X Eggs, Chickens,
Turkeys
Total=6 25 1,050 1

In all, survey respondents reported current production of 2,860 chicken broilers, 3,025
rabbits, 455 turkeys and 25 ducks.
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WNC independent meat production and current and anticipated volume by type

Meat type Current Anticipated production Anticipated production, existing
production w/facility access businesses only

Chicken 2,860 16,655 14,805

Broilers

Rabbits 3,025 16,605 15,835

Turkeys 455 2,715 2,515

Other 25 1,050 50

Total head 6,365 37,025 33,205

For forecasting purposes, only the anticipated production figures provided by existing
producers should be used. Many growers who plan to begin producing may actually do so
—and many current growers who would use the facility probably didn’t return surveys.
However, basing anticipated production figures on any but existing producers who
reported their production volumes would be largely speculative. Therefore, a potential of
33,205 head of small animals processed at an inspected facility in WNC is a reasonable
estimate upon which facility design and estimated costs of development can be based.
This represents a five-fold increase from current recorded production volumes. This
potential production volume will be used as a basis for discussions of facility
management and projected project cash flow elsewhere in this report.

I11. Means of marketing

The vast majority (23) of growers in the region are directly marketing their meat to
consumers; fourteen report marketing to restaurants. One respondent, an established
rabbit grower, said he would like to operate a slaughter plant, and several rabbit growers
expressed a preference for selling their animals to a slaughter-facility operator.

Types of marketing activities

Survey # | Wholesale | Direct to consumer | To restaurants | To retailers | Sell to processor
20 X
41

58

33

14

1

59

X[ X| X| X| X| X| X

12

54
52
26
60

10 X X

53 X
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19 X X X X
56 X
23 X X
9 X
21 X
11 X X X X
3 X
16 X
46 X
4 X X
31 X X
50 X X X
13 X X X
61 X X X
Total=28 4 23 14 7 4

Twenty-three producers indicated interest in cooperative marketing through a shared-
access USDA-inspected slaughter facility.

Would you be interested in cooperative marketing through a shared-access USDA-inspected small
animal slaughter facility?

Frequency Percentage Valid percentage Cumulative percentage
Valid Yes 23 71.9 79.3 79.3
No 6 18.8 20.7 100.0
Total 29 90.6 100.0
Missing System 3 9.4
Total 32 100.0

IV. Levels of business preparedness

Western North Carolina producers have various degrees of experience in running their
businesses. In an effort to accurately gauge potential use of a processing facility, it’s
useful to measure respondents’ length of time in business, whether they have professional
certification as meat handlers and whether they operate part-time or full-time businesses.

Thirty producers responded to the question, “How long have you been in the meat
business?” The largest number of responses (13) was from one to five years, with eight
having been in business for more than five years. Two have been in business less than
one year and seven have not yet started their meat businesses.
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How long have you been in the meat business (years)?
Frequency | Percentage | Valid Percentage | Cumulative Percentage

Valid Not yet started 7 21.9 23.3 23.3

Less than one year 2 6.3 6.7 ‘ 30.0

One to five years 13 40.6 433 ‘ 73.3

More than five years 8 25.0 26.7 ‘ 100.0

Total 30 93.8 100.0
Missing System 2 6.3
Total 32 100.0

A total of 27 respondents answered a question regarding whether their meat business was
full-time or part-time. Answers were as follows:

What type of business are you looking to run?

Part-time 17
Full-time 10
No answer 5

One strong indicator of business preparedness is whether or not a producer has a meat-
handler’s license. Only seven respondents said they currently have one. This number is
not surprising, given that small-animal producers in the region have no easy access to a
slaughter facility.

Do you currently have a meat handler’s license?

Yes 7
No 25
Total 32

V. Current processing availability
Survey respondents were asked about types of services and facilities they are currently
using for their meat-processing needs. Responses were as follows:

What types of services or facilities are you currently using?
None 15
On-farm processing 18
Inspected facilities 5
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Eighteen respondents indicated they are conducting processing activities on their farms.
Respondents who indicated they are currently using an inspected facility reported the
source as JBF Processing in Pittsboro. Without exception, these growers indicated that
the roundtrip travel time to access this plant was unacceptably costly and resulted in
stress and high-mortality rates for their animals.

Over half (19) of the respondents said they would be willing to haul their animals
between 25 and 50 miles for their processing needs. Nine indicated a willingness to carry
their animals further, ranging from 51 to more than 125 miles.

How far would you be willing to haul your animals for processing?
Frequency Percentage
Valid Less than 25 miles 3 9.4
25-50 miles 19 59.4
51-75 miles 2 6.3
76-100 miles 5 15.6
101-125 miles 1 3.1
More than 125 miles 1 3.1
100.00 1 3.1
Total 32 100

VI. Interest in access to an inspected facility

The very small volume of current small-animal production in Western North Carolina is
most likely a direct result of lack of access to inspected processing facilities. Only six
producers said they currently have access to a USDA-inspected facility for small animals.

Do you have access to a USDA-inspected slaughter facility for small animals?
Frequency
Valid Yes 6
No 25
Total 31
Missing System 1
Total 32
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With the exception of two responders who failed to answer this question, respondents
were unanimous in having an interest in accessing a USDA-inspected facility for small
animals in the western region of the state.

If your answer was no, or if you have problems accessing such a facility, would you be interested in
having access to a USDA-inspected small animal processing facility in your region of the state?

Frequency
Valid Yes 30
No 0
Total 30
Missing System 2
Total 32

VIIl. Conclusion

Though production remains very small in volume, measurable demand for state- or
USDA-inspected processing of poultry and rabbits clearly exists in Western North
Carolina. Many growers want access to a facility to increase and professionalize their
production and marketing systems.

Growers are spread over a wide geographical area and are producing a variety of poultry
and rabbit products. Sales are largely direct to consumers with some wholesale and
restaurant trade among more well-established growers.

The establishment of slaughter and processing services for small animals in the region
would likely substantially increase production among growers. Accompanying
production services should include intensive training, education and market-development
support for independent poultry and rabbit-meat growers.
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Section Five: Site Selection and Development Options for a
Small-scale Small-animal Slaughter Facility in Western North
Carolina

I. Introduction

Proper site review and selection is critical to this project’s viability. As with all
agricultural processing operations, and especially for meat processing, a host of factors
must be considered when determining optimal physical locations. Among the most
important are identifying locations with adequate infrastructure to meet production and
regulatory requirements and that are within reasonable proximity to farm-based producers
who wish to access the facility and are located in communities with some level of
receptiveness toward hosting an animal slaughter facility.

11. 1deal physical site attributes for a meat-processing facility
Municipal sewer lines are an essential need. Discussions with market operators, engineers
and regulatory officials indicate that the long-term viability of abattoirs using septic
systems is highly questionable. The existing facility near Pittsboro has had significant
difficulties with its septic system, even though it was designed with state support and was
intended to meet all regulatory requirements.

Optimally, a facility should have a pretreatment system for contaminated water and be
tied into a county or municipal sewer system. Facilities that are accessing a public
wastewater treatment plant and that are using 25,000 gallons of water a day are required
by the North Carolina Department of Environment and Natural Resources to pretreat their
water. With a small plant for poultry or rabbits, it’s not likely that water usage would
reach that threshold, and the ultimate decision on whether to require pretreatment is up to
the local sewer governing authority.

Wells are not a preferred water source; the facility should have access to a county or
municipal water system for potable water. It also should have access to all major utilities,
including three-phase power, gas or propane and high-speed Internet.

An ideal site location should not create discomfort for nearby businesses and homes.
Many meat processors face stiff local resistance to development. Simply put, many
communities are uncomfortable with having slaughter facilities as neighbors, regardless
of whether the plant presents any real environmental issues. The question of odor is
usually the number-one community objection to a plant, but other factors — including a
perception of inhumane treatment of animals and the simple fact that animals are being
killed for meat — can pose problems in some communities.

Given the relatively low anticipated production volumes for the plant in question — and
provided that the facility has adequate water and sewer capacity — very little odor, noise
or other environmental nuisances can be expected. Regardless of the specific location, a
plant should have a minimum 300-foot buffer from other places of business.

111. Ideal location for a meat-processing facility

Close proximity to the largest number of possible growers is preferred. A majority of
producers surveyed wished to haul their animals no more than 50 miles for processing.
Producer survey analysis and meetings with WNC producers indicate that the optimal site
location would be in the western foothills, between Buncombe County to the west, Iredell
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County to the east, Ashe County to the north and Cleveland County to the south. This
area encompasses the counties of Alexander, Caldwell, Catawba, Burke and McDowell
and includes parts of Iredell, Lincoln, Rutherford and Wilkes. This area also provides
relatively easy access for those growers who expressed an interest in significant
expansion of their production volumes if given access to a facility.

V. Options for site selection and development

While North Carolina is home to one of the largest poultry industries in the nation, the
vast majority of its commercial poultry production is operated by a very few large,
vertically integrated companies. At the time of this research project’s inception, only one
facility in the state was providing USDA-inspected slaughter services to independent
small-animal meat producers. One other facility, located in Bladen County, opened in
2006 and is serving independent chicken growers, with a minimum processing run of 350
birds. No processing facilities exist serving independent small-animal producers in the 30
counties west of 1-77. There are also no nearby available USDA-inspected facilities in
adjacent states.

Researchers have investigated several possible routes to providing inspected processing
services for independent small-animal growers in Western North Carolina. For a project
seeking to serve the largest possible number of independent meat producers in a targeted
geographical region, closely related factors that must be taken into consideration in the
site-selection process include identifying the project’s core leadership and collaborative
organizations and determining the most viable options for the project’s legal structure. In
regards to site selection, some of the most obvious paths toward development are
discussed below:

e |dentify an existing meat processor willing to expand services to include
independent small-animal growers.

e Develop a small-animal processing facility using private equity investment.

e Develop a small pilot plant located on state-owned land — possibly located at an
agricultural research station — and managed by a state entity.

e Develop a pilot plant owned and operated by a local government or nonprofit.

Development Option One: Identify an existing meat processor willing to expand
services to include independent poultry and rabbit growers.

In the search for increased processing capacity, researchers investigated the possibility
that an existing private-sector large-animal meat processor could step forward to meet the
producer demand for small-animal slaughter and processing in the western part of the
state. An expansion of an existing plant could prove much less expensive and would
provide a market-based solution to the need for small-animal processing.

Some precedent for this development model exists. In 2005, the Williamsburg Packing
Company in Kingstree, South Carolina opted to include poultry slaughter and processing
capacity to their existing large-animal slaughterhouse. According to Emile DeFelice, a
former coordinator for the Carolina Farm Stewardship Association in South Carolina, this
facility is providing processing to at least two independent growers. In addition, at least
two existing large-animal processors in the eastern Piedmont region of North Carolina
have expressed some interest in poultry slaughter.
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In contrast to the nearly complete absence of small-animal processing facilities, North
Carolina has a number of privately owned USDA-inspected abattoirs able to process
large animals — such as beef, pork and goats — for small independent producers.
Researchers therefore proceeded to contact existing large-animal processors to discuss
whether they could develop services for independent growers. The NCDA&CS Meat and
Poultry Inspection Division lists the following seven large-animal slaughterhouses in the
targeted region of the western foothills:

Caldwell Meat Processing Company
3726 Goodson Rd.

Maiden, NC 28650

(828) 428-8833

Lincoln County

Catawba Meat Processing
6167 Hudson Chapel Rd.
Catawba, NC 28609

(828) 241-2787

Catawba County

Crawley’s Abattoir

3632 Crawley Higgins Ave.
Morganton, NC 28655
(828) 584-6356

Burke County

Mays Meats Foodservice
541 E. Main Ave.
Taylorsville, NC 28681
(828) 632.2034
info@maysmeats.com
sales@maysmeats.com
Alexander County

Price's Custom Meat Cutting & Abattoir
8450 Price Meat Cutting Rd.

Hickory, NC 28602

(828) 397-5151

Burke County

Thomas Brothers Meat Processing
347 Thomas St.

North Wilkesboro, NC 28659

(336) 667-1346

Wilkes County

Wells, Jenkins & Wells Abattoir
167 Rollins Rd.

Forest City, NC 28043.

(828) 245-5544

Rutherford County

Source: NCDA&CS Meat and Poultry website

Researchers spoke with all but two of the above processors concerning the possibility of
expanding into small-animal processing. (Telephone numbers for two facilities, Catawba
Meat Processing and Price’s Custom Meat Cutting and Abattoir, were disconnected.)

Managers at Caldwell, Mays, Thomas Brothers and Wells, Jenkins & Wells all said they
had no interest in expanding into poultry or small-animal processing. Only Crawley’s
Abattoir expressed interest. This facility is located in the countryside outside of
Morganton and is primarily involved in swine processing. The owner, Mr. Her, informed
researchers that his facility is 30 to 40 years old and in good working order, but is not on
water or sewer lines and is using a septic system and well water. Given that new permits
would have to be issued to process poultry, and the documented problems with older
septic systems, researchers do not recommend this site.

Large-animal processors had various reasons for being reluctant to enter the poultry and
small-animal processing business. According to processors and agricultural marketing
personnel, several of these facilities are increasing their levels of custom commercial
processing of large animals in response to growing consumer demand. This appears to
stem from rising demand for ethnic meats — such as halal-certified beef, lamb and goat —
as well as a rising demand for locally grown all-natural beef and pork. Expanding and
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improving existing production therefore makes more business sense to these processors
than starting an entirely new type of processing.

Research was also conducted on whether or not an existing vertically integrated poultry
processing facility might accommodate independent growers. In most cases — especially
with very large processing facilities that typically slaughter more than 100,000 birds per
day — the prospect of slaughtering for independent growers is simply not feasible given
the scale of their systems. Facilities at Case Farms in Morganton and Tyson Foods in
Wilkesboro are not equipped to accommodate small-volume independent producers.

Joyce Foods in the Winston-Salem area has recently begun slaughtering and processing
poultry on a small line able to handle small volumes of birds. Joyce Foods currently
processes poultry grown under contract on a few farms in Chatham County and markets
under the Ashley Farms and Poulet Rouge Fermier brands. The company also
commercially processes rabbit and game birds. (Details of a discussion with company
president Ron Joyce are found in Section Two, “Secondary Research.”)

As was the case with most poultry-industry professionals, Joyce was very concerned
about the difficulty of maintaining quality control and sanitation when dealing with birds
or animals from multiple independent growers. Without stringent, unified protocols for
flock management, he is reluctant to consider slaughter and processing for small
independent growers. Another concern expressed was the ability of very small farms to
adequately schedule delivery of animals for processing. Joyce did, however, express
interest in sourcing rabbits from growers who could guarantee quality and production
volumes.

Contact: Ron Joyce, Owner
Joyce Foods, Inc.
4787 Kinnamon Rd.
Winston-Salem, NC 27103
(336) 766-9900
info@joycefoods.com

Researchers also contacted Brian Cuddy of Elite Foods, located in Troy. In 2006, and as
discussed in the “Secondary Research” section, Elite opened a new processing facility to
handle up to 60,000 all-natural chickens and turkeys a week. Cuddy informed researchers
by e-mail that Elite’s processing system is vertically integrated with contract farmers in
the area, and that they wouldn’t be able to provide slaughtering services for independent
growers.

Development Option One: Conclusion

There is insufficient interest from existing large-animal slaughterhouses in the area to
propose an expansion of an existing abattoir to accommodate independent small-animal
growers. At the one existing slaughterhouse that expressed interest, lack of sewer access
likely precludes its expansion into small-animal slaughter services. Communication with
Joyce Foods, Elite Foods and other poultry-industry specialists confirms that poultry
businesses using the vertically integrated model are highly unlikely to open their facilities
to independently grown poultry. Some opportunity may exist for growers to sell live
rabbits and exotic game birds to a processor, but growers would not likely retain
possession of the meat for distribution or direct marketing from farmer to consumer.
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Development Option Two: Develop a small-animal processing facility using private
equity investment.

Private equity investment in a processing facility is challenging for several reasons. The
most likely individuals to invest in a facility of this nature are those who are themselves
involved in small-animal production. In Western North Carolina, very few, if any, of the
identified growers have investment capital for this type of endeavor. Anne Fanatico’s
2003 Small-Scale Poultry Processing report (see appendices) estimated the cost of
building a small inspected facility at a little under $500,000, not including land-
acquisition costs.

Given the limited financial resources of growers — and the lack of water and sewer access
to farms — it remains highly unlikely that producers can collectively invest the necessary
resources to succeed. NCDA&CS personnel report that in the past several years some
independent poultry growers have requested support for design and development of
inspected on-farm processing facilities. One of these was Andy Youngblood, who in the
1990s built Rose Hill Poultry Processing on his farm just west of Pittsboro. Rose Hill is
now JBF Processing. As discussed in Section Two, this facility lacks access to county
sewer, water and three-phase electricity, resulting in significant challenges to its
operations. Other farmers who previously expressed interest in building their own
facilities tended to drop their plans once cost estimates and physical infrastructure needs
were established.

Another equity route would be to entice a private investor to build and operate an
inspected facility on a commercial basis. This possibility, however, seems remote given
the current limited production capacity of the region. Investment would presumably be
contingent upon whether a facility of this nature can make a profit serving independent
producers in the region. An income projection for the facility, based upon producer
survey responses, shows the project generating gross annual revenues of $79,987 in its
first stage of operation. Costs of a standalone operation — including utilities, labor and
management — would substantially exceed this amount. This doesn’t even take into
consideration the need to recoup the costs of original facility development.

Researchers did have communications with poultry processors located elsewhere in the
country that have made confidential enquiries about establishing processing facilities in
Western North Carolina. One is a small processor that provides services to independent
growers in exchange for a percentage of the animals processed. While this company
presents a model that could meet the demands of independent growers, there was little
evidence to indicate any firm commitment to relocating to the region. In addition, that
organization’s significant investment in an existing facility in its current location appears
to preclude the capital requirements for establishing a new plant at this time.

Another processor with interest in the region is a vertically integrated company that’s a
subsidiary of one the 100 largest food companies in the U.S. This company processes
approximately 200,000 chickens a week, grown under contract on 30 farms. Production is
100 percent vertically integrated from hatchery to plant. This company has made
enquiries about the viability of establishing all-natural poultry production in the WNC
region. In a telephone interview, however, the company’s president expressed doubts
about whether their processing facilities could accommodate independently operated
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farms. His point of view is that quality and consistency are produced in a scientific
manner that can best be controlled through vertically integrated operations.

Development Option Two: Conclusion

Prospects for private equity investment to build and operate a small-animal slaughter and
processing facility in Western North Carolina appear slim. But certainly, growers
interested in a facility for processing may be able to contribute a portion of development
or operational costs through paid access to a project of this nature.

Development Option Three: Develop a small pilot plant located on state-owned land
— possibly located at an agricultural research station — and managed by a state
entity.

In the early stages of this project, researchers envisioned the possibility of an existing
agricultural research station hosting a pilot plant for small-animal processing. This
general concept has a great deal of appeal from the standpoint of providing training and
educational support from agricultural service providers and of engaging established
organizations with experience in development projects.

The following three agricultural research stations are located in the western region of the
state:

Upper Mountain Research Station
Les Miller, Superintendent

8004 NC Hwy. 88 E

Laurel Springs, NC 28644-8631
(336) 982-2501 (p)

(336) 982-4142 (f)

Mountain Research Station
Bill Teague, Superintendent
265 Test Farm Rd.
Waynesville, NC 28786-4016
(828) 456-3943 (p)

(828) 452-3201 (f)

Mountain Horticultural Crops Research Station
Denny Thompson, Superintendent

74 Research Dr.

Fletcher, North Carolina 28732-7729

(828) 684-7197 (p)

(828) 684-7503 (f)

None of these facilities are located in the optimal targeted region of the western foothills.
The Upper Mountain Research Station and the Mountain Research Station are clearly too
far away from too many key growers to be suitable.

There are several positive factors associated with the Mountain Horticultural Crops
Research Station in Fletcher (MHCRS). MHCRS is also home to the Mountain
Horticultural Crops Research and Extension Center, which houses 50 faculty and staff
from the NCSU College of Agriculture and Life Sciences and the College of Natural
Resources. Staff conducts research and extension programs for the departments of
entomology, forestry, horticulture, plant pathology, soil science and zoology. The center
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also houses the administrative offices for the North Carolina Cooperative Extension
Service West and Southwest districts.

MHCRS superintendent Denny Thompson reported in December 2006 that the station
has recently acquired an additional 100 acres of land and is considering new program
activity. Thompson indicated that preliminary discussions have begun with NCSU
researchers — including Dr. Nancy Creamer of the Center for Environmental Farming
Systems (CEFS) and Dr. Jeanine Davis, director of the Specialty Crops Program — to
develop programs supporting sustainable agriculture on small farms. Program activity
wouldn’t be restricted to horticulture and would be similar to activities taking place at the
CEFS research facility at the Cherry Farm station near Goldsboro.

MHCRS’s physical infrastructure also appears adequate. The station has access to
municipal water and sewer from the Metropolitan Sewerage District of Buncombe
County and is located away from homes and businesses.

MHCRS is not, however, in an ideal geographical location to meet the needs of many
producers who expressed interest in accessing a slaughter facility. Growers in Ashe,
Caldwell, Lincoln, Catawba and Alexander counties would have difficulty reaching the
facility in a timely manner.

Another negative factor may be the fact that the land is owned and managed by a state
entity. According to Kent Yelverton, director of the Property and Construction Division
of NCDA&CS, building and bid requirements for new construction on state-owned land
can dramatically increase costs of development. Also, as discussed in the legal
considerations section of this report, the Umstead Act may be a hindrance to activities
associated with private commercial businesses on state land.

Development Option Three: Conclusion

A pilot plant located at the Mountain Horticultural Crops Research Station could function
as a viable training and educational project and would benefit from being housed in an
established agricultural research station. Some growers in the region, however, would
lack easy access to this location. Development costs would likely be much higher than if
the project were developed on land other than state-owned property. This location is
therefore not a recommended site for a project of this nature if other viable options can be
identified.

Development Option Four: Develop a pilot plant owned and operated by a local
government or nonprofit.

With private equity investment unlikely and no research stations in the ideal geographical
area, researchers considered the viability of working with a local government or nonprofit
organization to develop the facility. In July and August 2006, the lead researcher
contacted county economic developers throughout the targeted geographical region,
enquiring about suitable locations for a small-scale poultry slaughter facility.

In many cases, developers were highly reluctant to encourage the project in their
counties, largely due to environmental concerns and public perception about slaughter
facilities. One county developer asserted that the time for agricultural projects in his
county had passed and that their development strategy is focused on building up retail
locations and new home sites.
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No existing industrial buildings, such as abandoned textile factories, were identified that

could viably host a small-scale small-animal slaughter facility. Those buildings that were
identified as vacant or available were many times larger than needed and were either for

sale or lease by private companies.

In late July 2006, the researcher contacted Chuck Abernathy, who serves as both the
McDowell county manager and executive director of the McDowell Economic
Development Association, Inc. Abernathy arranged a meeting on August 4 with himself,
county extension director Daniel Smith and county extension livestock agent Mario
DeLuca. Following a presentation on the feasibility study, Smith informed researchers
that McDowell County was actively interested in hosting a slaughter facility to serve
independent growers in the region.

The county owns a swath of largely undeveloped land on N.C. 226 south of Marion, the
county seat. Smith indicated that McDowell County might be amenable to donating some
of that land for development of a small pilot plant. Subsequent conference calls and
meetings — including a conversation with county commission chairman Andy Webb and a
growers meeting in Marion on September 21 — have confirmed and reinforced county
leaders’ high level of interest in hosting a small-scale small-animal slaughter facility. In
December 2006, Abernathy confirmed that the county would have interest in leasing land
to the project for $1 per year.

In January 2007, Abernathy gave researchers a tour of proposed sites for a facility. One
site is at a former shooting range located on county land just behind a state minimum-
security prison. The site has easy access to U.S. Hwy. 226 and is approximately a half
mile from 1-40. Another former shooting range was also shown as an option, and is
located approximately a quarter of a mile from the other site.

Several factors make the first site attractive for the project. The land has close access to
water and sewer systems, is located away from homes and businesses and is
geographically situated for reasonable access by the large majority of farms interested in
using a slaughter facility.

Divisions of county and city public works departments, including one of Marion’s two
wastewater treatment plants, are located nearby. According to the city of Marion’s
website (www.marionnc.org), the plant can treat up to three million gallons a day and is
currently operating at one-third or less of its permitted capacity.

The site is also located near a former landfill that is targeted for development as a
methane gas entrapment facility. That project is actively seeking partnerships with area
businesses to provide methane gas as an alternative heating fuel or for electricity
generation. Stan Steury, a developer for the methane gas project employed with the
Appalachian State University Energy Office, contacted the lead researcher and
encouraged collaboration between a small slaughter facility and the methane gas project.

Finally, a compelling factor in support of this location is the recent development of a
small group of farmers in the county who are focused on new strategies to support small-
scale sustainable farming in McDowell County. This organization, the McDowell
Farmers Alliance, has plans for formal establishment in 2007 as a 501(c)3 nonprofit and
has submitted a grant request for organizational development to Southern SARE
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(Sustainable Agriculture Research and Education). Stated goals of the grant request
include developing value-added processing of meat, including further processing of red
meats and a small-animal slaughter facility. The county’s extension office has a livestock
agent, Mario DeLuca, who is familiar with small-scale independent poultry and rabbit
production and can play a support role for the McDowell Farmers Alliance.

The Marion site has a number of strengths, but some important questions also must be
considered in its regard. Smith has stated that his office doesn’t have the personnel
resources to devote to this project; and while the county has an interest in donating land,
it doesn’t have an interest in owning or operating a small-scale small-animal pilot plant.
Furthermore, program activity toward training and educating producers would face a
logistical challenge, in that the site isn’t located at an existing agricultural research
facility. Significant planning for facility management and program activity is required for
this site and is discussed in Section Eleven, “Facility and Program Management
Considerations.”

Finally, the two possible sites shown to researchers in January 2007 were former firing
ranges. According to environmental regulations, those sites would require remediation
activities to remove lead from the soil before construction could begin. Estimates for this
remediation have been discussed as being in the $20,000 to $30,000 range.

Contacts: Chuck Abernathy, Executive Director
McDowell Economic Development Association, Inc.
Manager, McDowell County
PO Box 1289
25 South Garden St.
Marion NC 28752
(828) 652-9391 (p)
(828) 652-8775 (f)

Daniel Smith, County Extension Director
60 E Court St.

Marion, NC 28752

(828) 652-8104 (p)

(828) 652-8104 (f)
Daniel_Smith@ncsu.edu
McDowell Farmers Alliance

c/o Meredith and Casey McKissick
Crooked Creek Farm

1623 Mt. Hebron Rd.

Old Fort, NC 28762

(828) 668-9896
mere75@earthlink.net

Development Option Four: Conclusion

A pilot plant located in Marion has many strong qualities that can lead to its success in
serving the needs of small-animal meat producers in Western North Carolina. Land is
possibly available at no cost and has access to physical infrastructure necessary to host
the facility. Marion is ideally located to give reasonable access to slaughter services for
growers throughout the region. Remaining questions involve determining an organization
or organizations to own and operate the facility. Development of training and educational
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programs would entail bringing on-board service providers from outside McDowell
County.

V. Conclusion

Options relating to site selection for a small-animal slaughter facility in Western North
Carolina are limited by a lack of interest on the part of existing large-animal facilities to
process poultry and rabbits and the absence of private equity investment for project
development. These factors strongly suggest that a facility of this nature should be
managed as a nonprofit entity that in addition to providing the service of processing
animals for meat offers training and education for producers.

Based on a review of possible site locations — and considering preferable management
and organization issues — researchers recommend a site in Marion as the most viable of
available choices. A second location, at the Mountain Horticultural Crops Research
Station, located in Fletcher in south Buncombe County, is deemed potentially viable but
is not considered an optimal site.
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Section Six: Assessing the Market Potential for Locally
Produced Poultry and Rabbit Meat in Western North Carolina

I. Introduction

Nationwide, the amount of food purchased direct from farmers has increased steadily
since the early 1990s. Direct sales from producers to consumers were $812.2 million in
2002 when the most recent USDA Census of Agriculture was released, up from $404.1
million in 1992. And in the decade between 1994 and 2004, the number of farmers
markets counted by the USDA increased 111 percent to a total of 3,700 nationwide.!
These trends offer some evidence of rising demand for locally grown food across the
country.

Such trends are echoed in Western North Carolina, where direct sales from farmers
increased 20 percent between the 1997 and 2002 agricultural censuses, and the number of
farmers tailgate markets in the region now stands at more than three dozen.? Market
research commissioned by the Appalachian Sustainable Agriculture Project (ASAP) —a
nonprofit organization working to support family farms in Western North Carolina —
provides further evidence that consumers and businesses in the region care about where
their food comes from and how it’s grown. This research included both consumer and
organizational surveys. (See the end of this section for the full surveys.)

Il. Food purchasing: Attitudes vs. behavior

High demand for local food must be interpreted with caution, however, since attitudes
about local food don’t always correlate directly with food purchasing behaviors. Many
other issues — convenience, price and quality, for example — also influence how and
where consumers and organizations obtain their food. The complex relationships between
these issues are poorly understood.

Foods Purchased Direct From WNC Farmers by
Consumers with High Interest in Local Food

Meat E

Dairy h—l

Produce

0 20 40 60 80 100
Percentage of Respondents (n=87)

KEY Within each category, in order from highest to lowest:
Produce = vegetables, fruit

Dairy = eggs, cheese, milk/yogurt

Meat = beef, pork, chicken, lamb, turkey/rabbit

In seeking to clarify the types of local food actually purchased by WNC consumers,
ASARP initiated an online survey of consumers thought to be highly motivated to buy
locally grown food.® Results from that survey confirm that produce is purchased directly

77



from farmers somewhat more frequently than most categories of dairy products and much
more frequently than all categories of meat.

Similar data from a survey of organizational buyers also shows higher rates of purchasing
local produce than all other categories of food.

Locally Grown Foods Purchased by Organizational Buyers with
High Interest in Local Food

Meat L_‘

Dairy p—

Produce
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Percentage of Respondents (n=35)

KEY Within each category, in order from highest to lowest:
Produce = vegetables, fruit (combined)

Dairy = cheese, eggs, fluid dairy

Meat = beef, pork, lamb, goat meat, poultry

To a large extent, different purchasing rates for different types of food reflect reduced
infrastructure requirements for moving produce from farm to market as compared to meat
and dairy products. Meat and dairy products require processing, for example, as well as
refrigerated transportation and storage. These and other issues make it more difficult for
meat producers to meet consumer demand for their products.

11l. Regional production and consumption

Production and consumption estimates provide a framework for examining the potential
to increase local consumption of locally produced chicken and other poultry products.
Information about poultry and rabbit-meat production in WNC* comes primarily from
two sources: the USDA Census of Agriculture and the NCDA&CS. The statewide survey
conducted for this study supplements data from these two government sources by
examining North Carolina meat producers’ interest in and potential usage of an
independent, government-inspected small-animal processing facility. (See Sections Three
and Four of this report).

Food consumption data is provided by the Economic Research Service of the USDA in
various formats. Per capita consumption estimates from the Food Guide Pyramid
Servings data set are useful in comparing production and consumption figures side-by-
side because they include adjustments for losses in weight that occur along the chain
from farm to retailer/food service to consumer. > These adjustments are particularly
relevant for meat products because of significant changes from farm weight to retail
weight to cooked weight.
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In North Carolina in 2002, approximately 4.4 billion pounds of broilers® were produced
at an average price of $0.31 per pound (live weight equivalent). Just over 100 million
pounds of other types of chickens were produced in the state that year, at an average price
of $0.07 per pound. With approximately 14 percent of statewide broiler production and 6
percent of other chicken production occurring in WNC, regional totals for broiler and
other chicken production can be estimated at 616 million pounds and 6 million pounds,
respectively. ” Using average statewide prices, the combined value of broiler and chicken
production in WNC is estimated at just over $191 million.

Approximately 1.2 billion pounds of turkeys were produced in the state in 2002, at an
average price of $0.37 per pound (live weight equivalent).® With only 132 turkeys
reported sold in the region in 2002, turkey production in WNC can be estimated at 3,366
pounds or $1,245. Other types of poultry and rabbit meat were reportedly produced in
somewhat larger quantities than turkeys in 2002, but no price or pound data is available
for those. Table 1 highlights the number of farms producing each type of poultry and
rabbit meat in WNC in 2002, including the number of animals in inventory and the
number sold that year. The figures reported in the table are based on county-level data
from the USDA Census of Agriculture and may underestimate the actual number of
animals produced or sold. The USDA’s practice of suppressing data to protect
confidentiality in counties where production is by only one or two farmers, along with
difficulty measuring production by very small producers, makes the accuracy of the
numbers for turkey, other poultry and rabbit questionable.

WNC farms producing poultry or rabbit meat

Number of Number of farms Number of Estimated
farms with selling animal Animals Sold Pounds
animal in nimals o Produced
inventory
Broilers 336 336 102.7 million 616 million
Turkey 61 18 132 3,366
Rabbit 61 18 342 n/a
Ducks 121 28 338 n/a
Geese, quail and other 207 42 261 n/a
poultry

Sources: 2002 USDA Agricultural Census; National Agricultural Statistic Service, USDA

Residents of WNC eat an estimated 33 million pounds of chicken a year, equal to
approximately 98.4 million pounds in farm weight. This means that WNC residents only
consume 16 percent as much chicken as is produced in WNC. It’s worth noting that more
than 90 percent of all broilers produced in WNC are in Wilkes County, where Tyson
Foods operates three chicken-processing facilities. The broiler industry is vertically
integrated, which means that many of the producers in Wilkes County are likely contract
growers for Tyson.

Approximately 8.5 million pounds of turkey are consumed in the region each year,
adjusted for losses, equal to approximately 17 million pounds in farm weight. This far
exceeds the amount of turkey currently produced in the region, estimated at 3,366 pounds
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in 2002 (see Table 1). Other types of poultry meat (i.e., duck, quail, pheasant) are not
consumed regularly in large enough quantities in the region to carry regional
consumption estimates. In fact, those products are generally consumed only in restaurants
or other types of food-service establishments.

1V. Market types

Potential buyers of locally grown rabbit and poultry meat can be roughly divided into two
groups. The direct-sales category used in the USDA Census of Agriculture — including
sales through farmers tailgate markets, Community Supported Agriculture (CSA)
programs, roadside stands, u-pick and other on-farm retail operations — covers any type
of sale direct from producer to consumer with no middleman involved. These markets
hold the greatest potential for farmers in terms of profitability, but are also limited in
scale by their nature.

The second group is larger-scale markets, which includes retail stores, restaurants and
other organizations that sell or serve food in larger quantities than individuals purchase
for home consumption. Also included in this group are wholesalers who may buy from
producers in large quantities for resale to restaurants, retailers and institutions. Larger-
scale markets have potential for a greater volume of sales, though generally at lower
margins.

This section considers the potential of these two distinct categories of buyers as markets
for locally raised and produced poultry and rabbit meat. Two sources of data are used
(see survey instruments at the end of this section). One is an online survey for consumers
regarding various types of food they purchase or would like to purchase direct from
farmers. The second is a written questionnaire mailed to larger-scale buyers.

Both surveys were targeted to potential buyers with established high interest in buying
locally grown foods. In other words, survey results may not be generalized to the entire
population of WNC, but may be representative of demand by individuals and
organizations in the region who have a confirmed interest in buying locally grown food.
Included with a discussion of demand for each survey group is some assessment of the
region-wide potential for demand within the larger population.

V. Direct markets and their potential - consumer research’

This research consisted of telephone surveys with randomly selected individuals in
Buncombe, Henderson and Madison counties, conducted in 2000 and repeated in 2004.
Highlights include:

. Survey respondents reported preferences for local food based on health and
taste advantages compared to non-local food.

. Three quarters of survey respondents indicated that when locally produced
foods cost a little more, they’re worth the extra cost.

. Survey respondents spent a greater percentage of their monthly budget on
locally grown food in 2004 than in 2000. In 2004, 27 percent of residents
surveyed spent more than 10 percent of their monthly expenditures on locally
grown food, whereas only 20 percent spent that much in 2000.
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. The study concluded that 82 percent of respondents indicated they would buy
more locally produced food if it were labeled as local.

The online survey for consumers was completed by 87 individuals over a period of three
weeks. Survey respondents were individuals who currently purchase local food direct
from farmers in a variety of ways.

How WNC Consumers Buy Food Direct From Farmers

CSA

NCDA Farmers' Market

Roadside Stand
On-farm Retail

Farmers Tailgate Market

| o

0] 20 40 60 80
Number of Respondents (n=87)

Of 15 categories of foods, fruits and vegetables had the highest total demand by
consumers completing the survey, with over 90 percent of respondents either currently
buying or desiring to buy fruits and vegetables direct from farmers in WNC. Within the
meat categories, chicken had the highest total demand, followed by beef, pork and turkey.
Of any type of meat, the largest unmet demand was observed for locally raised turkey,
followed by chicken and rabbit.

Categories of Meat Purchased/Desired by WNC Consumers
chick TN |
beef [ TN |
pork [ TN |
turkey [N 00 ] @ Currently Purchase
rf‘bbg ji____ B Desire to Purchase
amb [N |
goat I ] O Gap = Unmet Demand
quail ]
0] 50 100 150
Number of Respondents

In terms of quantity, the 87 consumers completing the online survey indicated they would
buy an average of 8.5 pounds per month of locally produced poultry or rabbit meat direct
from producers if it were available. The annual total estimated amount purchased by
these 87 consumers, then, would be 8,760 pounds. In dollars, consumers estimated they
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might spend $26 a month, on average, buying locally produced poultry or rabbit meat
direct from producers. Accordingly, the annual total estimated spending by these 87
consumers would be around $27,000.

A region-wide estimate of potential demand by consumers for local poultry and rabbit
meat can be generated by estimating a percentage of the population that has high interest
in buying locally grown food and applying average spending ($26 per month) and
purchasing amounts (8.5 Ibs per month) from the online survey sample to the larger
population. While the 2004 consumer research described earlier in this section concluded
that 82 percent of consumers in Buncombe, Henderson and Madison counties would buy
more locally grown food if it were labeled as local, the online survey sample may be
more similar to the small group of consumers from that research (12 percent) who
reported spending greater than 20 percent of their total food expenditure on locally grown
food.

If 12 percent of consumers in Buncombe, Henderson and Madison counties spent an
average of $26 per month buying local poultry and rabbit meat for their households, their
total annual spending on those products would be about $5 million. Given that this level
of spending represents almost 10 percent of the roughly $52.9 million per year spent on
food by those households in 2004, it represents a high potential. In other words, as an
indicator of demand it suggests that absolute demand for local poultry and rabbit meat is
high.

But in practical terms, that level of purchasing would require a more fully developed
distribution system for local foods than that which currently exists in WNC. In fact,
comparing the $5 million figure against current measures of spending on local food —
most notably, the $3.1 million in direct sales of all categories of farm products for all 23
counties of WNC in 2002 — confirms that the figure is not realistic given current market
conditions.

The absence of local processing facilities is one reason for the large gap between interest
in local poultry and rabbit meat and actually purchasing it, but the data suggest at least
two others. One is convenience. Of the consumers with high interest in buying local
poultry and rabbit meat, 57 percent named a grocery store or co-op as the preferred way
to obtain those products. Those types of venues may hold strong potential as markets for
local producers, but they don’t offer the same opportunities for price premiums as direct
sales.

Another factor that is likely to mediate interest in purchasing local poultry and rabbit
meat and actual purchasing behavior is price. Close to 25 percent of consumers
responding to the online survey indicated they would be willing to pay no more than 5
percent more for locally produced poultry or rabbit meat than the amount they’re paying
for non-local product. What this means is that — given the likely price differential
between the two — many of the buyers interested in local poultry and rabbit will continue
to buy non-local product despite their preferences.

There are certainly other issues — awareness about where to find local food or seasonality
of tailgate markets in the region, for example — affecting the relationship between
consumer interest and purchasing behavior. As the local food system continues to evolve
in WNC and attention is given to marketing, distribution and related food-system issues,
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producers may look forward to real demand for direct sales far higher than the $3.1
million level from 2002.

V1. Larger-scale markets and their potential

Telephone, mail and e-mail surveys to various organizations in Western North Carolina
that serve or sell food indicate that many businesses are interested in buying locally
grown food, partly in response to high perceived demand by consumers:**

o 23 of 42 (55 percent) chefs and restaurant owners completing a phone survey
expressed high interest in purchasing locally grown food for their businesses

. 15 of 24 (63 percent) child nutrition directors representing public school
districts in the region expressed high interest in sourcing food from WNC
farmers

. 15 of 24 (63 percent) WNC summer camp directors completing an online
survey indicated high interest in serving local food to campers

. 7 of 17 (41 percent) college and university food service directors in the region
expressed interest in sourcing food from local farmers

. 10 of 11 (91 percent) hospital food service directors completing a phone
survey expressed high interest in incorporating locally grown food into
hospital food service

Double-digit growth in the number of restaurants and food stores (39 and 64 percent,
respectively) listed in ASAP’s Local Food Guide from 2002 to 2006 further suggests that
businesses in the region are aware of strong consumer demand for local food and farm
products.*?

The written questionnaire for larger-scale buyers was mailed to 69 organizations
currently listed in the Local Food Guide and another 33 organizations believed to have
high interest in buying locally grown foods based on their responses to market surveys
conducted by ASAP in the past year.* A total of 40 organizations completed a survey,
for a response rate of 39 percent. Selected characteristics of survey respondents are
provided in the next table.

The small number of organizations within each category makes it difficult to draw
conclusions separately for each type of organization. However, differences between the
three largest groups — restaurants, food stores and wholesaler/distributors — will be noted
wherever possible. The high proportion of restaurants among survey respondents
indicates the high number of restaurants on the survey recipient list rather than a
disproportionately high response rate from that group.

In the survey, respondents were asked to name which types of poultry or rabbit-meat
products they currently purchase and in what quantities. Of the nearly 200,000 pounds of
poultry and rabbit meat purchased each year by buyers completing a survey, none was
sourced locally with any regularity. Three different buyers reported sourcing some
poultry or rabbit meat from local producers on an occasional or seasonal basis. The table
on the next page details the types and estimated quantities of poultry and rabbit meat
purchased by organizations completing this survey.
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Selected Characteristics of Survey Respondents

Type of Organization

O Restaurant

B Other Food Store

0O Full Service Grocery
O Wholesaler/Distributor
B Bed & Breakfast

0 Summer Camp

B College/University

0O Cther

Structure of Organization

O Independently

Owned/Operated
B Part of a "chain"

Current poultry and rabbit meat purchased by survey respondents (n=40)

Type of poultry or Range of Total quantity Number of
rabbit meat amounts purchased purchasing
purchased (Ibs/month, organizations
(Ibs/month) annualized)
Whole chicken broilers 6-1,088 24,528 14
Boneless chicken breasts 6 - 2,000 70,392 25
Other chicken cuts 7-2,080 68,424 15
Whole turkey 20 - 200* 27,615 11
Turkey cuts 30 — 300 7,560 7
Whole rabbit 20* 170 6
Whole quail 5-25* 90 5
Other poultry products 10-20 600 5
Total 199,379

*Seasonal item

Restaurants and food stores reported buying each type of poultry and rabbit meat listed.
As expected, fewer types of organizations (only restaurants and food stores) reported
buying rabbit than any other type of meat on the list.
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In terms of interest in locally produced meat, two-thirds of all buyers completing a survey
indicated high interest (7 to 10 on a scale of 1 to 10) in purchasing poultry and rabbit
meat from WNC producers. Several different types of interest may be distinguished:

. Current purchasers of poultry/rabbit who are interested in obtaining poultry
and rabbit meat from local producers in addition to their regular source(s)

. Current purchasers of poultry/rabbit who are interested in obtaining poultry
and rabbit meat from local producers instead of from their regular source(s)

. Organizations that haven’t historically purchased poultry or rabbit-meat
products but would begin to offer them if they become available from a local
source

The figure below illustrates the relative size of each group and shows that a sizable
portion of purchasing could be from buyers offering new products. Examples include a
produce wholesaler interested in offering locally produced fresh meats, specialty food-
store operators adding poultry to their fruit and vegetable offerings and restaurants
interested in specialty products like pasture-raised or antibiotic/hormone-free chickens.

Interest in Buying Locally Produced Poultry or Rabbit Meat

16

Instead of from  In addition to ltems not
Regular Source regular source currently carried

Demand for locally produced poultry and rabbit meat by organizations in WNC is
primarily for meat processed in a USDA-inspected facility rather than in an NCDA-
inspected facility. In response to a question asking which type of inspection would be
required, only three respondents indicated that the stricter state-level inspection process
and sanitary guidelines would be necessary. Those guidelines would limit the sale and
distribution of meat to within the state of North Carolina, whereas the USDA-inspection
criteria would allow for sale across state lines.

Data highlighting organizations’ perceptions of barriers and motivators regarding buying
locally produced poultry and rabbit meat are useful in evaluating the relationship between
interest in local food and local food purchasing behavior. Organizations were asked to
rate various barriers to buying locally produced poultry and rabbit meat on a scale of 1 to
10, with a higher rating representing a greater barrier.
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Barriers to purchasing local poultry/rabbit | Average rating
Coordinating purchase and delivery 6.2
Price 6.0
Obtaining sufficient local product supply 5.8
Need for standard packaging/product size 54
Food safety concerns 4.3
Quality of food 3.9
Contracts/company policies 3.7

Similarly, they were asked to rate motivators or reasons why they might be interested in
purchasing locally produced poultry or rabbit meat. In this case, higher ratings indicate
more compelling reasons.

Compelling reasons for purchasing local poultry/rabbit Average rating
Supporting local farmers/the local economy 9.5
Higher-quality food 8.9
Producer practices (i.e., naturally or humanely raised animals) 8.6
Meeting demand from customers for local food 7.8
Differentiation from competitors 6.9

Understanding the influence of these barriers and motivators on organizational practices
is critical in evaluating the potential of various local markets for locally produced poultry
and rabbit meat. For example, if local poultry is available but the quality is lacking or the
price is too high, even the most interested organizations may not buy it.

Restaurants

Of the 19 restaurants completing a survey, 14 (74 percent) indicated high interest in
buying locally produced rabbit and poultry. Together, these restaurants spend around $2.2
million on food each year. As an estimate, poultry and rabbit purchases might represent
between $330,000 and $660,000 annually (15 to 30 percent of total food spending).
About half of the restaurants completing a survey were interested in buying from a
regional facility rather than from their regular source, and half were interested in
supplementing purchases from their regular source with purchases from a regional
facility. A rough way to account for that is to say that the amount of local poultry and
rabbit purchased by these restaurants might range from $165,000 to $330,000 per year.
Another way to calculate that range is to examine the extent to which restaurants that are
highly motivated to buy local food buy produce, which is the type of local food most
readily available and easily accessible in WNC. The following table shows the range of
responses by restaurants with high interest in local food to a question asking about their
current local produce purchases, which vary from 10 to 85 percent.
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Local produce purchases as a percentage of Number of
total produce purchases for restaurants with | respondents
high interest in local food
10% - 20%

21% - 30%

31% - 40%

41% - 50%

51% - 60%

61% - 70%

71% - 80%

81% - 90%

RN w|w|S |-

It’s important to note that these ranges were reported by restaurants completing a survey
and have not been verified by the researcher. It’s possible that some respondents
misinterpreted the question and reported the average amount of local produce they
purchase during the growing season instead of during the whole year. It’s also possible
that some buyers purchased produce they believed to be local but which was actually
grown in another region and sold locally. Given that fruit and vegetable production in
WNC is considerably limited by the length of the growing season, it’s unlikely that any
restaurant purchased more than 40 percent of its produce locally as a yearly average.
Nevertheless, these numbers are the best available to indicate how much locally grown
produce highly motivated restaurants typically buy.

The following table uses the same percentage ranges from the one above to calculate the
amount of poultry and rabbit meat interested restaurants completing this survey might
buy. In other words, it shows a dollar-value range for each level of spending, assuming
the 14 interested restaurants would all buy local poultry/rabbit meat at a particular level.
A built-in assumption is that it would be possible for the restaurants to obtain locally
produced poultry and rabbit meat easily and consistently, meeting their requirements for
price and quality. In this sense, as with the consumer-demand potential discussed earlier,
these dollar ranges represent a potential that may be achievable given a series of
improvements in local food-system infrastructure. As such, they should be interpreted
with caution and not used as actual expected or projected spending given a single
intervention, such as the establishment of a local poultry/rabbit processing facility.

Potential spending on locally produced poultry Potential range*
and rabbit meat by interested restaurants with

a high commitment to local food

10% - 20% $49,500 to $99,000
21% - 30% $103,950 to $148,500
31% - 40% $153,450 to $198,000
41% - 50% $202,950 to $247,500
51% - 60% $252,450 to $297,000
61% - 70% $301,950 to $346,500
71% - 80% $351,450 to $396,000
81% - 90% $400,950 to $445,500

*For these calculations, a midpoint of the $330,000 to $660,000 in estimated poultry/rabbit
purchases was used.

To the extent that other restaurants in the region have high interest in purchasing locally
grown food, the potential amount of locally produced poultry and rabbit meat purchased
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by restaurants in WNC could of course be higher. The number of restaurants completing
this survey is too small to make a meaningful projection to other interested restaurants in
the region. However, the estimated 724 full-service restaurants in WNC spent an
estimated $137.5 million on food in 2002.** Using this category of restaurant — in which
customers are seated and order from a menu — controls for some of the variables that
most influence restaurant food-purchasing behavior. A subset of those restaurants is
likely to have high interest in locally grown food, though additional barriers involving
awareness about where to obtain local food are also likely compared to the study group of
restaurants already familiar with or enrolled in ASAP’s local-food campaign.

Food Stores

The four full-scale groceries completing the survey currently carry whole chickens and
chicken cuts and whole turkeys and turkey cuts. Two of the four stores also carry rabbit,
and each store carries at least one other type of poultry (duck, Cornish hens, quail, etc.).
Two of the four stores expressed high interest in purchasing locally produced poultry and
rabbit meat and two did not. Neither store with high interest was interested in replacing
its current source for chicken and turkey. Rather, their interest was in buying from the
regional facility in addition to buying from a regular source. The expectation is that
purchasing will vary according to issues like quality, availability and the opportunity to
buy niche or specialty products. The grocery store market is also extremely price-
sensitive, with none of the full-service groceries indicating they would be willing to pay
more for local product than they are currently paying for non-local product.

Specialty food stores include co-ops, fruit and vegetable markets, meat and cheese
markets and similar types of stores that offer only a partial line of products. Five specialty
food stores completed the survey, with three of the five expressing high interest in buying
local poultry or rabbit meat. Many specialty food stores don’t already sell fresh meats, so
barriers for this group may be considered higher than for other types of organizational
buyers. In other words, carrying fresh meats may introduce a new set of challenges and
considerations for store owners.

Wholesalers

Two of the three wholesaler/distributors surveyed expressed high interest in purchasing
locally produced poultry and rabbit meat. The potential with these two buyers is large,
though obstacles are significant. One is a produce supplier that would be a newcomer in
the business of distributing meats and the other is a large corporate entity with concerns
about issues such as contracts and company policies in addition to the other
organizational barriers described previously. For both potential buyers, the expectation is
that they will source local products in addition to non-local products. Neither buyer
indicated a willingness to pay more for locally produced poultry or rabbit meat compared
to non-local product.

VII. Pricing

Pricing is at least as important as quantity in evaluating the demand for locally raised and
produced poultry. For farmers, local markets only make sense if they offer a premium
compared to other markets. By their nature, they offer some level of premium because of
reduced transportation costs and opportunities to sell directly to consumers or
organizational buyers. However, given extremely low price spreads for commercially
processed chickens, ' the extent to which individual and organizational buyers are willing
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to pay more for locally produced poultry and rabbit is important in considering the
viability of those markets for regional producers.

In both the online consumer survey and the organizational survey, most buyers reported
they would be willing to pay more for locally produced poultry and rabbit than the
amount they are currently paying for non-local product, 84 and 59 percent for consumers
and organizational buyers, respectively. However, of those who said they would be
willing to pay more for locally produced poultry and rabbit, the average amounts of how
much more were only 10 to 15 percent for consumers and 5 to 15 percent for
organizational buyers. Many of the largest potential markets were also the least likely to
pay a premium for locally produced poultry and rabbit meat. The few organizational
buyers who indicated they might be willing to pay 15 to 25 percent more than they are
currently paying for local poultry and rabbit meat were in the restaurant category.

Organizational buyers vary widely in the prices they pay for poultry and rabbit meat.
Listed below is the limited data available on prices paid by survey respondents for
various types of poultry and rabbit meat.

Prices paid by organizational buyers

Range ($/Ib) | Average ($/Ib)
Rabbit 2-550 3.79
Turkey cuts 1-4 2.15
Whole turkey .99-6.5 2.23
Boneless chicken breasts 15-5 3
Whole broilers 1.25-2 1.83

It’s worth noting that many of the reasons for buying locally produced poultry and rabbit
meat given high ratings by the consumer group are the same types of reasons that have
helped organic products earn significant premiums compared to conventional products in
recent years. While price premiums are unlikely to persist indefinitely, organic prices for
many vegetables have consistently been around 100 percent higher than conventional
prices over the past decade.

Reasons for buying local poultry or rabbit | Average rating
meat direct from producers

Higher-quality, fresher food 9.3
Supporting local farmers/local economy 9.3
Environmental benefits 9.0
Healthy eating 8.9
Humanely raised animals 8.8

Scale: 1 = not important; 10 = very important
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To the extent that locally produced poultry and rabbit meat maintain desirable
characteristics, higher premiums from the consumer market can be expected. It is also
worth noting that while the average price premium among consumer survey respondents
was 10 to15 percent, the range was wider than for organizational buyers, with nearly a
quarter of consumers indicating they would pay 20 percent higher than what they are
currently paying for non-local poultry and rabbit meat.

VIII. Conclusions and implications

Evaluating the market potential for locally raised and produced poultry and rabbit-meat
products means considering three separate but interrelated areas: production,
consumption and market characteristics, of which pricing is one. This report has used
various surveys and published production and consumption statistics to describe that
market potential.

Overall, it appears that, given improved opportunities for profitability, direct sales to
consumers hold the greatest potential for locally produced rabbit and poultry meat.
Expanded direct sales also allow for a good match between supply and demand for
locally raised poultry and rabbit meat in WNC. Good infrastructure exists within at least
part of the region for these types of sales, given the extensive network of farmers’ tailgate
markets and the growing network of Community Supported Agriculture programs.
Additional infrastructure needs for selling within the current system include refrigerated
transportation and storage.

For larger markets, attention needs to be given to overcoming barriers inherent in selling
to those markets — including dealing with distribution and quantity issues and addressing
the concerns of many large-scale buyers regarding product quality, appearance and
safety. Given the cautious interest expressed by surveyed organizations, without attention
to those issues such an endeavor will likely be unsuccessful. Among larger markets, the
restaurant sector likely holds the greatest potential for producers, given higher potential
margins and the interest by many restaurants in offering local poultry and rabbit instead
of, rather than in addition to, poultry and rabbit meat from other sources.
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Survey for Prospective Meat Buyers

This questionnaire is designed for restaurants, retail food stores, institutions and wholesalers who
might be buyers of poultry and rabbit meat products slaughtered in a USDA-inspected small
animal processing facility located in WNC. While most questions pertain to poultry and rabbit
meat purchases, there are a few other questions relevant to all restaurants, retail food stores and
wholesalers in the region. Please take a few minutes to complete the survey and return it in
the enclosed self-addressed stamped envelope by September 30, 2006.

The first few questions are to help us understand what type of food business or food service you
operate.

1. Which of the following best describes your business?
U Wholesaler
U Supermarket or grocery (offer a full range of foods)

Q) Other food store (includes health food stores, co-op food stores, food stores

specializing in one or two product lines such as produce or meats, ethnic food stores,
etc.)
O Restaurant

U Hospital

U Summer camp

U College/University
UOther:

2. Is your business: U a chain U a franchise 4 independently owned and
operated

3. How many locations do you have? If a wholesaler, how many retail locations do you
distribute to?

a1 Qa2-10 Q11-50 051-100
QOver 100

4. How do you typically obtain food for your business? Please check all that apply and if
possible provide the company name.

O From a wholesaler or distributor. Company name:

U From a company-owned centralized warehouse

(Warehouse supplied by: )

O From a farmer or farmers’ cooperative:

O From farmers’ market or farm stand:

U Other - please explain:

The next set of questions pertains only to purchases of poultry and rabbit meat.
5. What type of poultry or rabbit meat products do you purchase now?

Next to each category below please indicate pounds per month purchased. Please also
indicate the proportion locally produced that you purchase. Sometimes it is difficult to know
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if what you are purchasing is locally produced or not. If you’re not sure, count it as non-

local.
U None (Skip to question 9)

U Whole Chicken Broilers: Ibs/month
%

%

1 Boneless Chicken Breasts: Ibs/month
%

%

Q Other Chicken Cuts: Ibs/month
%

%

U Whole Turkey: Ibs/month
%

%

U Turkey Cuts: Ibs/month
%

%

L Whole Rabbit: Ibs/month
%

%

U Whole Quail: Ibs/month
%

%

Q Other : Ibs/month
%

%

O Local

1 Non-Local

O Local

O Non-Local

4 Local

U Non-Local

4 Local

O Non-Local

O Local

1 Non-Local

U Local

Q1 Non-Local

4 Local

U Non-Local

O Local

O Non-Local

6. Are any of the poultry or rabbit meat products you purchase seasonal (you only buy them

a few months in the year)?
U Yes 4 No
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If yes, what products are seasonal?

Summer Fall Winter Spring

U Whole Chicken Broilers a (. a a
Summer Fall Winter Spring
U Boneless Chicken Breasts a a a a
U Whole Turkey a u d a
U Turkey Cuts a u d a
U Whole Rabbit a (. d a
U Whole Quail a a a a
U4 Other a (. a a

7. When you buy poultry or rabbit meat products, which conditions apply?
U Products could be from a USDA-inspected facility
U Products could be from a NCDA-inspected facility

A state-inspected facility would be inspected by a NCDA employee rather than a
USDA employee. Products manufactured under a NCDA inspection could be
wholesaled and retailed anywhere in the state of NC, but could not be
distributed across state lines. The NCDA inspection process and sanitary
requirements would meet or exceed USDA inspection requirements.

8. Are you currently purchasing poultry or rabbit meat products that are raised and
slaughtered by farmers in western North Carolina?

4 Yes 4 No Q| don’t know

If yes, Which poultry or rabbit meat products?

Where are you getting the products from?

Approximately how many pounds per month?

9. If you had access to locally raised and produced poultry or rabbit meat from a
USDA-inspected slaughter facility, how interested would you be in buying meat
from the facility? Please rate your interest on a scale from 1 to 10, where “1”
means you are not at all interested and “10” means you are very interested.

Not at all Very
Interested Interested
1 2 3 4 5 6 7 8 9 10

10. Which of these statements best describes your interest:
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O 0O OO0

Not interested in buying poultry or rabbit meat.

Interested in buying poultry and rabbit meat from the regional facility instead
of buying from my regular source.

Interested in buying poultry and rabbit meat from the regional facility in
addition to buying ~ from my regular source.

Interested in buying items from the facility that | don’t currently carry.
Please specify the items/quantities you might be interested in carrying
with as much detail as possible (Whole turkeys in November,
humanely raised whole chickens, etc.):

Other -- please explain:
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11. Whether or not you are interested, what would you expect to be the biggest
challenges related to buying locally-produced rabbit or poultry meat products?
Please rate each item below on a scale from 1 to 10. “1” means you think the issue
would not be much of a problem and “10” means you think it would be a
significant problem.

Obtaining sufficient local product supply
Coordinating purchase/delivery

Quality of food

Price

Food safety concerns

Need for standard packaging/product size
Contracts/company policies

12. If you were to buy poultry or rabbit meat from the regional facility, what would you
consider to be the most compelling reasons for doing so? Rate each item using a 1
to 10 scale. *““1” means the reason would not motivate you and “10”” means the
reason would motivate you a lot.

Rating
Supporting local farmers/ the local economy

Higher quality food
Differentiation from competitors

Meeting demand from customers for local food
Producer practices — naturally/humanely raised animals
Other reasons (specify)

13. How much would you be willing to pay for locally produced poultry and rabbit
meat products?

about the same amount I’m paying for non-local product

5% - 15% more than I’'m currently paying

15% - 25% more than I’m currently paying

Other amount:

Not applicable/Not sure

o000 0

14. On average, how much do you currently pay for:

U Whole Chicken Broilers : price/lb
U Boneless Chicken Breasts : price/lb
U Whole Turkey: price/lb

U Turkey Cuts: price/lb

U Whole Rabbit: price/lb

U Whole Quail: price/lb
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U Other rabbit/poultry products : price/lb

As with any financial information you share in this survey, this information will
be kept completely confidential. The information will only be used by ASAP in
combination with figures from other organizations to determine the market for
locally produced poultry and rabbit meat in the region.

The next two questions ask about customer identification of locally grown food.

15. In your opinion, how interested do you think your customers would be in a label
that indicates product source for poultry and rabbit meat products?
UNot interested
U Somewhat interested
QVery interested
UDo not know

16. The Appalachian Grown™ label has been developed as a way to help consumers,
retailers, and wholesalers distinguish and identify agricultural products grown or
raised on farms in western North Carolina and the southern Appalachian
Mountains. If you were to purchase locally produced poultry and rabbit meat
would you be interested in Appalachian Grown labeling and/or advertising?

U Yes U No
comments:

The final set of questions asks about different categories of food products
purchased by your establishment.

17.This question asks you to do three things.

¢ In Column 1, place a check mark next to the categories of food purchased by
your establishment that are grown or produced locally.

e In Column 2, please estimate the percent of total purchases your local
purchases represent for each category of food that you checked in Column
1.

¢ In Column 3, please indicate how much of that product you would like to
source locally if it was available from a reliable, high-quality source.

Column 1: Column 2: Column 3:
Products
Sourced Estimated Desired
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Locally % local % local

_ beef
pork L

_ lamb

__goat meat

_ fluid dairy

___ cheese

__ butter

__ cggs

_ fish
produce _

18. Please estimate the amount you typically spend on food for your establishment
each month.

$

As with any financial information you share in this survey, this
information will be kept completely confidential. The information
will only be used by ASAP in combination with figures from other
organizations to get a sense of the size and scale of the market for
local food in the region.

19.Who are your customers, or what type of customers are you targeting?
Check all that apply.
ULocal residents  WTourists/Visitors ~ URestaurants ~ UBed & Breakfasts
UFood stores Qlnstitutions (i.e., public schools, colleges, hospitals, etc)
QOther (specify):

20. Do you have any other questions or comments about this survey or its content?

21. May we contact you for additional information or to clarify any of your
responses?
O Yes U No

Survey completed by:
Name:

Organization:

Address:
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City: State:

Zip:
County of Residence:
Phone: ( )
Email Address

Thank you for your time and interest. Please return your completed questionnaire
by September 30 (or as soon as possible thereafter) in the enclosed pre-stamped
envelope.
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Online Survey for Consumers Regarding Interest in Locally Produced

Meats

This questionnaire is designed for consumers living in western North Carolina (WNC). These
questions pertain only to purchases of various types of food for home consumption, not food
purchased for a business or any other type of organization. The questions also ask about food
purchased directly from farmers. While we recognize and appreciate that there are many
opportunities to obtain locally grown food through restaurants and food stores in the region, we
are interested here only in direct sales from farmers to consumers. Thanks for your interest!

1. Which categories of food (if any) do you currently purchase directly from farmers?

U beef O chicken

O rabbit QO turkey

O cheese U butter

O fruit O vegetables
2. Where do you typically get them?
Farmers tailgate market
WNC Farmers Market

Roadside stand

LU0 0DO

On-farm retail store/stand
Q Other:

U goat meat

O eggs

O pork O lamb

U fluid dairy
Q fish

Community Supported Agriculture (CSA) program

3. Which categories of food are you not currently purchasing directly from WNC farmers
but have interest in purchasing directly from WNC farmers?

U beef O poultry
O rabbit QO turkey
O cheese O butter
O fruits O vegetables

O goat meat

O eggs

O  pork O lamb

U fluid dairy
Q fish

Not all of those items are readily available directly from farmers in this region. The NC
Department of Agriculture and Consumer Services is currently assessing the need for a
regional USDA-inspected small animal processing facility, which would make locally raised
and produced poultry and rabbit meat available.

4. If you have interest in purchasing poultry or rabbit meat directly from regional farmers,
please estimate how much you might spend in a typical month on those products.

Q less than $10

O between $10 and $30
O between $30 and $60
O more than $60

O Other:

5. What would be your preferred way for obtaining locally produced poultry or rabbit meat?
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Farmers tailgate market

WNC Farmers Market

Community Supported Agriculture (CSA) program
Roadside stand

On-farm retail store/stand

[ I Iy Ny Iy Iy N

Retail food store/grocery store
O Other:

Thanks for taking the time to answer these questions. Check out the online version of ASAP’s
Local Food Guide (www.appalachiangrown.org) to find a source for many of the food products
mentioned in this survey.

100



Section Seven: Building Design Options and Construction
Specifications for a Small-scale Small-animal Processing
Facility

I. Introduction

Design considerations for a suitable small-scale small-animal processing facility must
take into account the realities of measured producer demand, projections for future
production growth and the limited resources that can be expected for the project’s
development. This section assesses different design options and highlights crucial
specifications needed to meet regulatory guidelines and optimize plant efficiency. In
addition, researchers propose an estimated cost range for the facility’s construction.

Il. Technical assistance

The NCDA&CS Property and Construction Division (P&C) has an engineering section
that provides helpful technical assistance for agricultural development projects in the
state. Support is provided in the planning, design and construction of capital
improvements and repair and renovation projects. P&C provides preparation of plant
schematics free of charge. A guidebook titled “USDA/NCDA&CS Facility Guidelines
for Meat Processing Plants” can be obtained from NCDA&CS/MPID. This then serves as
the beginning point for planning the construction of a poultry processing plant in North
Carolina. NCDA&CS provides a document titled “Acceptable Meat and Poultry
Equipment Guidelines” that can be used as a guide in purchasing processing equipment.

USDA previously published a comprehensive construction and layout guide for small and
large meat processing plants. Last published in 1984, U.S. Inspected Meat and Poultry
Packing Plants - A Guide to Construction and Layout has been available for review in
PDF form on the Internet. It’s also sometimes available in hardcopy from used-book
dealers at www.abebooks.com. Its publication has been discontinued because USDA no
longer makes prior approval decisions. It now relies on the company, through the
company's HACCP plan, to produce a product under sanitary conditions.

P&C has provided the following sample plan checklist for a plant review to assure it’s
meeting necessary guidelines for sanitation and safety. Such verbal specifications
typically accompany a drawing of the facility.

SPECIFICATIONS for S103 Sample Plan

BUILDING CONSTRUCTION

1. Finishes of floors, walls, and ceilings are smooth and flat, and constructed of impervious
materials.

2. All exposed wood surfaces are painted with a good grade of oil or approved plastic paint or
treated with hot linseed oil or a clear wood sealer.

3. All window and door openings and other openings that would admit flies are provided with
effective insect screens or fly chaser fans. Also, effective means are provided to preclude
rodents from entering buildings.

4, All doors of toilet rooms and dressing rooms and toilet room vestibules are solid, self-
closing, and completely fill the openings, except as otherwise shown on the drawings.

5. Doors are of rust-resistant metal, or in case of cooler doors of wood construction, they are
clad on both sides with heavy rust-resistant metal and any seams are soldered or welded.
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The juncture of metal clad door jambs and the walls are effectively sealed with a flexible
sealing compound.

Suitable coves to facilitate sanitary maintenance are provided at junctions between walls
and floors.

WATER SUPPLY, PLUMBING, DRAINAGE, AND REFRIGERATION

1.

2.

4.

The potable water supply is obtained from an approved water supply, and is effectively
protected from pollution.

An ample supply of hot water at adequate temperature and under suitable pressure and
properly distributed throughout the plant is provided. Hose connections for supplying hot
and cold water are provided in the various workrooms at the approximate locations shown
on the drawings.

Each lavatory (hand-washing basin) is supplied with hot and cold water delivered through
a combination mixing faucet with outlet about 12 inches above the rim of the bowl, liquid
soap and an adequate supply of sanitary towels in suitable dispensers, and a suitable
receptacle for used towels. Lavatories are pedal operated.

Sanitary Drinking fountains are provided. If placed adjoining a laboratory, they are located

high enough to avoid splash from the laboratory.

5. All equipment wasting water is installed so that waste water is delivered into the drainage
system without flowing over the floor.

6. Effective means are taken to prevent back-siphonage of liquids into the potable water
supply or steam lines. Back-siphonage of liquids into potable water supply is prevented by
placing water lines to equipment, such as cooking or soaking vats and the like, higher than
the highest level reached by liquids in the vats, or by other acceptable means such as
mechanical anti-siphonage devices.

7. The sewage from the plant is discharged into the xxxxxxx Sewer System (an approved
sewage system).

8. Toilet soil lines are separate from house drainage lines to a point outside of the building.

9. Floor drainage lines inside building are of metal or approved plastic and have an inside
diameter of at least 4 inches, properly vented to the outside air to a point above the roof.
Each drainage inlet is equipped with a deep seal trap. All floor drains and vent lines are
provided with facilities to exclude rodents.

10. Heat to dispel steam and vapor is provided in unrefrigerated workrooms.

11. Refrigerated rooms are maintained at a temperature not higher than 50 degrees F.

12.  The coolers are refrigerated by means of overhead refrigerating units with insulated drip
pans beneath them, properly connected to the drainage system.

EQUIPMENT

1. All equipment is of rust-resistant metal or approved plastic and located in a convenient and
accessible manner for cleaning and inspection.

2. Containers are constructed of stainless steel or Technical Services Division approved
plastics.

3. A suitable method is provided for handling returned product for inspection.

4. Employees are provided with a rust-resistant metal clothes bar for hanging clothes, with a
rust-resistant metal shelf 16 inches above the floor for footwear. The dressing room will be
used by not more than XXXX men and xxxx women.

5. The inspector is provided with a cabinet equipped with a lock for the storage of supplies.

6. A suitable room or space for the storage of supplies, such as wrapping paper, cartons, and

containers, is provided in a convenient location. All supplies are placed on racks 12 inches
above the floor.
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OPERATIONS

1. Condemned and inedible material is transferred in suitable water-tight metal containers,
(and removed from the plant to an outside rendering plant for disposal.) Suitable facilities
for washing the containers used for such material are provided.

2. Sausage material grinding and chopping, bacon slicing, boning, cutting, and similar
operations are conducted in departments having a temperature of approximately 50 degrees
F. or the processing room and equipment is cleaned every four hours. Such departments are
not located in areas where hanging carcasses or exposed products are stored.

GENERAL

1. Each workroom is provided with artificial lighting of good quality having an intensity of at
least 30 foot candles for general illumination and at least 50 foot candles at places where
inspections are performed and where plant operations require establishment employees to
prepare products of any character to meet the inspection requirements.

2. Outer clothing of employees, shroud cloths, etc., are laundered at an outside laundry.

3. Roadways on the premises adjoining the plant are hard surfaced and have a binder of
asphalt, tar, or cement, and are properly drained. Vehicular loading and unloading areas
adjacent to the plant are concrete paved and properly drained.

4. Wall-mounted cabinets, electrical control panels, and the like have a clear space of at least
1 inch between the mounted units and the wall, or sealed to the wall with a flexible
waterproof sealing compound.

5. Acrtificial light fixtures in rooms where exposed meat is handled or processed are provided
with a protective shield of suitable nonshattering material such as Plexiglas so as to
preclude contamination of product with broken glass.

I11l1. Recommendations

Based on measured levels of producer demand and potential availability of funding,
researchers recommend development of a slaughter and processing facility for multiple
species of poultry and rabbits. P&C engineers worked closely with researchers to identify
the approximate size of a desired small-scale poultry and rabbit processing facility that
would meet state and federal regulatory guidelines. Given the measured demand from
producers in the Western North Carolina region, a recommendation is for a facility design
with a maximum daily throughput of not more than 1,000 chickens a day and that can be
efficiently operated with a minimal number of workers. Optimally, the design should be
scalable to allow for future expansion and to meet regulatory requirements for every level
of inspection.

Engineers provided three possible plans. Design Option One, measuring 44’ by 24’, was
originally conceived for a processor interested in building a small slaughter facility on his
own farm. The compact nature of the design allows for simple one- or two-man
operations slaughtering a few birds at a time. This is an attractive design because
implementation and operational costs would be low. However, the production capacity
for this facility would be so limited that there is a question as to whether it could meet
even the existing demand, especially for those producers who may wish to process a few
hundred birds in a day. Cold storage is extremely limited and there isn’t room for an air-
chilling system.

Design Option Two is the second-smallest design, measuring 60’ by 30°. This design
economizes space but gives ample room for loading animals in crates to the kill room and
running a relatively large crew for larger production runs. Office space appears adequate
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to meet the needs of a state or federal inspector and coolers and freezer layout can be
modified for expansion or special applications, such as air chilling of carcasses. The
eviscerating and processing room is efficiently designed to accommodate as few as two
workers and as many as five. At just under 2,000 square feet, this design’s cost appears
within the realm of possibility for a project with limited resources.

Design Option Three, at 125’ x 60°, offers the largest and most comprehensive design of
the three options developed by P&C. While this design affords the greatest production
potential and processing capacity, an estimated development cost in excess of $1 million
is prohibitive.

The following pages show the three possible plans as well as details of specifications and
cost estimates for complete construction. Construction details, provided by the
engineering and architectural firm of Smithson, Inc. of Rocky Mount are based on the
design specifications for building Design Option Three. An estimated cost of construction
for that design is given at $1,443,722.

The price quoted for the larger design is approximately $192 per square foot. Based on
conversations with experienced agricultural engineers, the quoted price appears to be
extraordinarily high. The quote from Smithson appears to be based on previous design
work the company has done for a large-animal slaughter facility and includes such
equipment as an automatic dock lift, heavy insulation and HVAC and cold storage
systems that appear beyond the needs of a small-scale manually operated small-animal
facility.

From discussions with P&C engineers and reviews of websites promoting prefabricated
buildings (http://www.buyerzone.com/industrial/modular_buildings/prefab_guide.html
and http://www.metal-steel-buildings.com/building-sale-prices.html), researchers believe
that Design Option Two can be built for a cost in the range of $150 to $160 per square
foot, or from between $297,000 and $316,800 for the 1,980-square-foot facility. This
price range is confirmed by an assessment given by D. Michael Ward, an experienced
industrial general contractor based in Asheville.
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Design Option One: 44’ x 24’ Small Scale Poultry Slaughter Facility
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Design Option Two: 60° x 30" Small Scale Poultry Slaughter Facility
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Design Option Three: 125’ x 60’ Small Scale Poultry Slaughter Facility
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In response to a request from researchers, Smithson supplied the following overview of a
scope of work in the construction of a small-scale poultry slaughter facility. While the
specifications detail certain components that are unnecessary for a project of this size and
nature, the scope of work gives a good general description of the process of construction
for this facility.

Scope of Work:

Smithsom, Twe, in conjunciion with E. G, Smuithson & Aszociates, Ine. proposes to render

services to design and manage constraction for a new powliry processing facility as described
below.

Seope of work shall be ax described below:

Silework:
Furnish materials, labor and eguipment o perfomm all sieework as described on plans and
specifications, Scope of work shall include the following:

i Clear, L;I'Ilh Fie gr:l.u;le_: g5 ~s|'||.'::iIH,':I n l-:r:l:hng |'|I:|l1:~ (2 acresh;

b. Haul in fill maierial to fill site o clevations as reguired, placed and compacted o 95%

standird;

c. Insiall all erosion control devices:
Place and compact B ABC stone with 27 hinder 17 [-2 asphalt st driveway entrance and
67 ABC stome with 27 1-2 at vehicle parking. Also place 6 ABC stone in reas shipping
and receiving area,
Provide and insiall 247 curb and gutier as required to control storm water run-ofT;
Storm ailer dnilnugl,'. system, reteniion |'|||n|‘|;
Engincered site plans designed by Registered Engineer in the State of Morth Caroling;
Permanent seeding and landscapang

Sl

Mobe:

In the event wisuitable soils, rock, water are discovered during excavation for sitewark,
foundation work or installation of whlities, this mastermal will be rermoved amd replaced with
suitable materials at cwner's expense.

Concrete:
a.  Foundation and footing 30008 P51 concrete reinforced with stee] rebar;
b 47 thick — 40008 PS1 mix reinforced with fiber mesh al the rate of 14 ser cai. '_-.'|.1..
¢ 6 MIL vapor barmier;
d. Floor slab to be sawed 25% depih of thickness;
e Al saw j1'|i'|1.|1 o b filled with sem ri]_l_ll'| J'-:'-inl filler:
[, Slab to receive (1) coat cure and seal af the rate of 300 sg. fi. per gallon;
. Concreie loading apron to be 127 x 367 x 67 and 127 % 20°x 6™ thick reinforced with 6 x

f wire meh;
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Masonry:

Provide materials, labor and equipment 1o construct all foundation walls as shown on
architectural plans using 8" x 8" x 16" std. masonry units reinforced with #4 rebar at 327 on
cenler.

Structural Steel:

Furnish matenals, labor and equipment to fabricate and erect 16,844 sq. (1. of structural
conventional steel using hot roll beams, bar joist and prime painted decking. Miscellaneous steel
to include the following:

(12) 6" dia. Guard post.

(2)  Sets of steel steps;

(1) Structural steel designed to support processing rail.

Note: Building structure to be designed for 208 PST hive load and 100 MPH wind velocity to
meet IBC building codes,

Roofing:

Furnish matenals, labor and equipment to install a 045 TPO single-ply mechanical fastener
membrane roof system with 2.57 of roofl insulation. Roof slope 1o be %4” /12 sloping from ridge
10 eave,

Insulated Panels:
Provide and install 4" thick insulated wall and ceiling panels with USDA approved finishes on
exterior and interior of building as shown on architectural plans,

Doors:
Provide materials, labor and equipment to install the following doors:
(1) Pair 6> 0x 8" 0x I-7/8" thick polyethylene rotating / molded construction double swing
traffic doors with stainless steel hardware 207 x 227 vision lites;
(3) Pair 6" 0x 10" x 1-7/8" thick polyethylene rotating / molded construction double swing
traffic doors with stainless steel hardware 207 x 22" vision lites;
(8) Polyethylene post;
(2) 96”7 x 967 x 4" electric horizontal slide doors for cooler;
(1) 96" x 96 x 47 electric horizontal freezer door,
(6) 36 x 84" x 4" thick infit cooler doors

All doors to have jamb casing and 4 returns,

Interior Personnel Doors:
Provide and install the following personnel doors.
(2) 3070 metal galvanized exterior door with 16GA frame and mortise lockset;
(1) 30" x 7" 4" metal galvanized door and frame with cylindncal lockset:
(12) Interior 3° 0 x 7" 4" metal galvanized doors and frames with cylindrical locksets.
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Aluminum Frame Glass:

Furnish i e following glass doors and windows:
(2) 3070 full glass door 4" glass;
(1) 40 x 30 fixed glass windows with 1™ thick insulated glass,

Loading Dock Doors & Equipmeni:
Provide and install the following:

(1) 80" x 8 0" insulated overhead doors with vinyl finish and vertical high lift track,
electrically operated;

(2) 80" % 8" 0" galvanized rolling stecl door / chain hoist operators;

(2) 807 % 9 07 vinyl covered dock seals;

(2) 6707 x 6" 07 x 25,0008 mechanical loading dock.

Awnings:

Furnish and install the following aluminum awnings:
{13 33" 0 wide x 5" 0 projection.
(11 20-0 wide x 5" () projection,

Finishes:
Provide materials, labor and equipment to perform the following work:
. Paint exterior foundation walls with (1) coat primer and (1) coat elastomeric paint;
b, All galvanized exteriorfinterior doors and frames to be painted with (2) coats semi-gloss
oil hase paint.

Provide and install the following ceiling as noted below;

a. Kill floor to receive 47 thick insulated panel system to block walls;

b, Welfare areas and break room to receive a 2 x 2 x 3/8” thick vinyl covered ceiling tle
with std. metal grid:

¢, Office arca to receive a 2° x 27 % 58" ceiling tile “huma puard”, mounted on standard
mietal grill;

d. Processing, shipping, recerving and cooler areas to have a suspended ceiling with 47
thick insulated panels.

Floor Covering:
Provide and install the following floor finishes:

a, Install 1/87 thick YCT tile in break room and office arca with 4" vinyl hase;
b, All other floor areas to receive '4” trowel epoxy finish,
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Ventilation System:
Furnish materials, labor and equipment to install the following ventilation system 1o create a (1)
minute air-exchange in the kill floor arca,
(1) Exhaust fan with automatic louver at boiler room:
(2) 36" intake fans with motorized louvers and dampers and insect screens,
(1) 48" roof mounted exhaust fan with curh, hood, and back draft dampers in slaughter floor
area.

System 1o be designed to create a 1-minute air exchange holding at 10% positive pressure.
Fans and louvers to be fabricated using galvanized construction

HVAC System:
Fumish materials, labor and equipment to install the following HVAC equipment:
(1) 2-ton heat pump - kill floor welfare/break room and office area.

All equipment 1o be installed with proper duct work, supply grills and returns.

Plumbing:

Fumnish matenials, labor and equipment to install the following plumbing:
(5) Handicap Mush valve water closets;

(5) Wall hung H/C lavatories;

(1} Single compartment SS sinks;

(1) Trple compartment sinks;

(2) Blood and water drain;

(1) Fiberglass H/C showers;

(2) Hi-lo electne water coolers H/IC

(14) Traffic rated floor drains w/brass top;

(3) Floor sinks with strainer;

(5) Trench drains with traffic rated galvanized grates (8" 07);

(1) 3" backflow preventer 24 x 24 heavy duty sand trap drain;

(6) Strama station hose stations:

(2) lIcemaker hub drains;

(2) Vending machine - hook up only;

Complete hot and cold water piping system, insulated as required for the above items,

6" PVC exterior sewer and 27 exterior copper water lines are included to sewer and water lines.
Actual tap to tie-in is not included.  Smithson assumes sewer line and water line to 50 out of
building.
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Refrigeration System:

Furnish materials, labor and equipment to install the following equipment:

(1) Complete thermo bank systems for chill holding cooler - 4 year compressor warranty:
(1) Complete saver systems for 50° process room — 4 year compressor warranty:

(1) Complete thermo bank system for - 107 freezer — 4 year compressor warranty;

{2) Complete thermo bank system for 407 shipping and receiving dock - 4 year warranty;
(2) Complete thermo hank system for 40° pallet cooler - 4 year compressor warranty;
(1) Complete saver system for offal room - 4 year compressor warranty;

(1) Complete saver system for raw product staging - 4 year compressor warranty;

(1) Complete saver system for cooked product cooler - 4 year compressor warranty;

(1) Complete saver system for cooked product packing - 4 year compressor warranty.,

Electrical:
Furnish materials, labor and equipment to install the following electrical:

(1) 600 AMP 480V 3 phase service / and 3 sub-panels (2/200; 1/400),
(1) 2" PVC conduit for telephone 1o property edge / 12 telephone stub ups;
(1) 75 KVA transformers and (2) 200 AMP 120/ 208V panclboards;
2 x 4 T-8 vaportite fixtures 4 lamp;
2 x 4 lay-in surface fixtures;
Exit / Emergency combination fixtures (9 vaportite);
Emergency lights (4 vaportite);
400 watt metal halide wall pack hixtures;
20 AMP 120V special duty recepts. on wash down walls;
20 -30 AMP 3 phase drop recepts. for prod. equipment;
Wire for scale;
Wire for hoist;
Wire for exhaust fans;
Wire for intake fans:
Wire for fly fans;
(1) Install power wiring for gas fired boiler;
(1) Lot wire for equip in packaging room / processing room.
(1) Wire for office HVAC;
(6)  Wire for vending equipment;
(6) 20 AMP 120V spec. duty recepts. in offices:
(1) Lot single pole light switches.
(8)  J-way switches;
(60) 1S AMP 120V general duty recepts. in non-production areas.
(1) Lot wire for hot gas defrost refngerated equipment including:
No wiring for fire alarm system included.
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IV. Other considerations
Various other considerations must be taken into account when estimating the cost of
basic facility construction, as follows:

In most cases, a licensed architect is needed to generate detailed design specifications for
the building’s general contractor and for review and approval by the local authority in
charge of building inspection. The cost of architectural services is estimated at 10 percent
of total construction costs. However, the McDowell County building inspector has
reported that for construction of buildings less than 2,500 square feet a licensed architect
isn’t required.

The researcher has discussed various options for construction with personnel in
NCDA&CS P&C. It may be possible to construct a facility’s basic load-bearing shell
using a prefabricated system that has already received approval for construction.
Following this phase of development, interior build-out can be completed using a local
construction company.

Most projects require a construction performance bond and construction insurance to
guarantee completion of a building project and to cover losses that may be incurred
during the construction phase of the project. Total costs for this should not exceed
$5,000.

In McDowell County, the Building Inspections office is responsible for the enforcement
of the North Carolina State Building Codes, which are enforced through inspections and
the issuance of building permits for basic construction, plumbing, HVAC, fire
suppression and electrical installation. 1t’s the responsibility of any individual who either
is building or renovating to obtain the appropriate permits before beginning construction.
The Building Inspections office has five employees and is open Monday through Friday
from 7:30 to 12:00 and can be reached throughout the remainder of the day at (828) 652-
7121. Jerry Silvers of that office has estimated the cost of building inspections for this
facility at $600.
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The optimal site identified in Marion has several additional costs that will need to be
incurred. Specifically, these include extension of a sewer line by approximately 300
yards, extension of single- and three-phase power lines, and site remediation to remove
lead from the former shooting range. The cost estimate for the extension of sewer lines is
$65,000, and for the extension of water lines, $45,000. Site remediation for removal of
lead is estimated at $30,000. Finally, post-construction gravelling of the driveway areas is
estimated at $5,000.

V. Conclusion

Given the limited resources of grant-funded projects, Design Option Two, with a total of
1,980 square feet, is recommended for consideration. This scale of plant will afford the
vast majority of growers in the WNC region ample space to process their anticipated
production volumes to meet market demand potential for a range of small-animal meat
products.

A large body of evidence indicates that basic construction costs can be in the range of
$150 to $160 per square foot. This design is within a cost range that has precedent for
external non-debt financing (grants) in North Carolina. An all-in price for basic
construction, not including equipment but including site preparation and water and sewer
extensions, is estimated at $450,000.
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Section Eight: Equipment Options for a Small-scale Small-
animal Processing Facility

I. Introduction

This section details equipment design issues for a small-scale small-animal processing
facility. Based on measured levels of producer demand and potential availability of
funding, researchers recommend development of a slaughter and processing facility for
multiple species of poultry and rabbits. This section summarizes research into different
types of equipment necessary for partially automated processing at speeds of fewer than
200 birds per hour. Sources on equipment details and specifications are derived from the
following resources:

Small-Scale Poultry Processing, an online publication from:
ATTRA - National Sustainable Agriculture Information Service
By Anne Fanatico

National Center for Applied Technology Agriculture Specialist
Edited by Luke Elliott, Lance Gegner and Richard Earles

May 2003

(used by permission; see appendices)

Equipment information from:

Brower Equipment Company

Houghton, IA 52613

(800) 553-1791

www.browerequip.com (used by permission)

Ashley Equipment Company
901 N. Carver St.
Greensburg, IN 47240-1014
(812) 663-2180

Pickwick & Knase Co., Inc.

7887 Fuller Road, Ste. 116

Eden Prairie, MN 55344

(952) 906-3335

www.knasecoinc.com (used by permission)

I1l. EQuipment

As the poultry industry has consolidated, equipment for small-scale small-animal
slaughter and processing is becoming increasingly hard to source. Vertically integrated
corporations, supplying almost all commercial poultry in the U.S., typically manage fully
automated plants processing hundreds of thousands of birds a day. Equipment
manufacturers, responding to the economic realities of vertically integrated poultry, are
primarily supplying processing equipment systems that are too expensive for small
independent producers and that are unable to accommodate these producers’ small
volumes of production. One mid-sized processing facility recently established in North
Carolina had to source its equipment from a South American manufacturer due to cost
and availability.
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Fortunately, a handful of specialty equipment manufacturers still exist in the country, and
several farm-based entrepreneurs have been able to engineer specialized equipment for
the small-scale poultry processor. Additionally, the equipment needs of manual or semi-
automated poultry processing are relatively minimal when compared to those of large
animal slaughter and processing operations.

In Small-Scale Poultry Processing, Anne Fanatico writes, “Access to processing is a
critical issue for small producers. Consolidation in the meat-processing industry has left
very few small plants that will do custom poultry processing. (Large plants generally
don’t process for small producers; they can't keep track of a small batch of birds and can't
make money on small-volume orders.)”

She further outlines three types of processing — on-farm, small and large — as follows:

Comparison of types of processing

On-farm Small Large

Size Outdoor or shed facility 2,000-3,000 sq. ft. 150,000 sq. ft.

Equipment | Manual Manual/mechanical Fully automated

Cost Less than $15,000 Less than $500,000 $25,000,000

Labor Family Family/hired Hired

Capacity 50-100 birds per day 200-5,000 birds per day 250,000 birds per day

Operation Seasonal; 1-30 processing | Seasonal or year-round; 50-plus Year-round; process daily
days per year processing days per year

Marketing Product sold fresh, Fresh and frozen, whole and parts Mainly cut-up, sold fresh,
sometimes frozen; whole further-processed
birds

Comments | Independent operation; Independent or part of a collaborative | Part of an integrated
labor intensive; low risk; group; requires good markets and operation including grow-
usually non-inspected, grower commitments out, processing and
direct sales marketing

Based on the processes outlined by Fanatico, the following equipment is needed for each
processing stage. The basic stages and equipment needed for small-scale, small-plant
processing are summarized in the following table.
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Stage

Basic Action in Stage

Equipment Needed

Pre-slaughter: catching and transport. Farmers will transport birds to facility

50 plastic transport crates (8-10
birds each)

Hand unloading and holding

No special equipment needed.
Birds can be held in plant in
transport crates

Immobilizing, killing and bleeding: birds removed from crates and placed in
funnel-shaped cones, killed and then bled by hanging on shackles on non-
motorized track.

1 kill trough (4 station per side)
with 4 kill cones

4 hanging shackles for rabbits

1 stun knife for turkeys

10 knives for kill (cutting throats)

Feather removal: birds removed from cones and scalded. Birds are put on
evisceration shackles after scalding and picking.

2 gas-fired scalders with a
dunking mechanism (12-bird
capacity)

1 singeing burner

1 tub or batch picker (12-bird
capacity)

12 evisceration shackles

Manual removal of head, oil glands and feet.

10 knives for removal of head, oil
glands and feet

Evisceration: small plants eviscerate manually with scissors, knife or a
handheld vent-cutter gun with a circular blade, and draw out the guts by
hand. Feathers and guts removed manually.

4 scissors for evisceration

1 handheld vent cutter

1 lung puller

1 gut trough (stainless steel)
5 barrels (non-flow-away
method)

Washing the carcass: carcass washed inside and out before chilling.

1 food-grade hose and sprayer
system with chlorinator
1 carcass wash sink w/sideboard

Chilling: carcass is chilled to lessen microbial growth. Air-chill equipment is
available from Linco, Stork and Meyn. Equipment is made in Holland and
Denmark. Recommendation is for custom engineering of a walk-in cooler or
freezer.

Air chill

1 probe-type, calibratable
thermometer

1 insulated room with a
temperature of 20-35 degrees
Rack system to hold birds
Water chill (backup and
extremely small batches):

2 food-grade plastic or stainless
steel bins (with bottom drainage
holes)

ice machine (crushed, not cubed,
ice) 300-Ib capacity

Cut-up, deboning and further processing

10 knives

10

Aging and packaging: poultry needs to age for at least four hours before it is
eaten or frozen or it will be tough. After a carcass is properly chilled, it is
ready to be packed in a cool room.

Whole birds:

Special shrink-wrap bags (that
shrink when dipped in hot water)
1 stainless steel hot water tub

1 clip machine to close bags
Whole birds and parts:

dry pack trays and wrapper

11

Storage: coolers ands freezers

See plant design

12

Delivery and distribution

Customer pickup of product;
commercial delivery companies
to deliver product if needed

13

Clean-up

2 pressure washers

Other equipment

1 small band saw (rabbits)

11 wire rack shelves (5 ft by 2 ft)
1 three-basin sink

2 sterilizers (or sanitizers)

2 stainless steel tables (2" x 6')
4 stainless steel tables (3’ x 67)
1 stainless steel table (3’ x 4')
Office equipment:

1 small metal or wooden desk
12’ x 4’ office table

1 five-drawer file cabinet

2 desktop computer systems
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I11. Other considerations

Waste from processing includes offal, feathers and blood. Small plants typically pay
rendering companies to pick up barrels of waste. Other options include on-site
composting, on-site incineration or deposit at a nearby landfill.

Wastewater can also be a concern in small plants. If less than 25,000 gallons a day is
used, no pretreatment of wastewater is needed, provided that the system ties into a
municipal sewer system. To put this into perspective, processing 2,000 birds would
develop approximately 8,000 gallons of wastewater, far under the 25,000 gallon
threshold.

IV. Selected small-scale equipment

Researchers contacted three established equipment companies about sourcing needed
processing equipment. These three companies - Ashley, Brower and Knase - all provide
various types of equipment suitable for small-scale poultry processing. This report does
not specifically recommend any single company’s products over another. However, for
reasons already discussed, the options for sourcing small-scale poultry processing
equipment in the U.S. are limited to a handful of companies. In certain instances, such as
air chilling of carcasses, options for on-site custom engineering appear viable.

Information below is provided directly from Brower Equipment Company and Knase
Company. Claims of superior qualifications for specific pieces of equipment are from the
companies themselves and do not necessarily reflect the opinions of researchers.

Brower Equipment Company
Brower Equipment Company advertises itself as “your complete source for poultry, livestock, and
pet equipment.” They’ve been in operation for 80 years with various product lines.

Rack and Killing cones

Stainless steel racks designed to hold six model 54K cones, eight model 53K cones or ten model
53K or 51K cones. Adjust height up to 60” (152.4 cm). Unit has 4 leveling feet. When you order
cones, you also need to order model QRBT-IA brackets. Rack shown with model BRE214 poly
tank (not included). Tank is 2’ wide (.61 m) x 4’ long (2.44 m) x 1" high (.3 m).

A \.\H } "\' \
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Stainless steel bleeding trough
When a fully automatic system is not needed, killing cones and a stainless bleeding trough are
preferred. Blood flows down the back panel and into a sloped trough.

Killing Cones

Four sizes are available, all constructed of 20-gauge stainless steel. Hemmed edges and lock
formed seams assure no snags. Widths shown below are measured at the widest part of the cone,
not the width at back edges.

No. 54K - for large turkeys No. 53K - turkeys, roasters, No. 52K - broilers, guineas, No. 51K - fryers, pheasant
- 12" x 20” broilers - 10.75" x 20" ducks — 10" x 15" -7"x10.5"

Stunning knife

Stunned birds are easier to handle and they bleed more quickly and thoroughly. Stunned birds
have fewer bruises and broken wings. You speed up your processing operation and can control
voltage to various ages and sizes of birds or for changing environmental conditions. This is
virtually the only way to kill a turkey.

Batch picker

Brower commercial pickers have one superior design advantage: a conical-shaped centrifuge. The
cone shape permits birds to freely rotate for a clean pick; by contrast, flat centrifuges result in
birds piling up in the center. The result is a poor pick, resulting in the need to run the picker
longer (at risk to skin breakage) or to handpick the birds. All centrifuges are made of heavy-duty
aluminum.
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Shackles
Our stainless steel shackles are of the highest quality for heavy-duty commercial usage. We stock
broiler shackles, which can be used for most other birds and rabbits.

Offal cart

This offal cart is a handy accessory for use with eviscerating lines, tables or stationary
eviscerating units. Use it to catch inedible offal. The perforated insert collects solids while liquids
remain at the bottom. Completely portable with four casters and handles.

Stainless steel eviscerating table

This all stainless-steel unit is designed for cleanliness, long wear and economy. The top is one
piece and seamless and has a 1 1/2” lip. Unit comes complete with two four-inch eviscerating
tubes and a center drain, two gooseneck wash valves and two trigger valves with hose. The table
accommodates up to four operators. Use for fish and small game as well.
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Stainless steel gizzard peeler

The hardened, spiral-cut rolls 