
GETTING STARTED : 
FLFAM President shares advice 
for Beginner Contract Farmers



As Malaysia continues to innovate in its farming and agriculture sectors, more youths are coming on 
board to participate. At least that is the view of Tan Chee Hee, President of the Federation of               
Livestock Farmers' Association of Malaysia (FLFAM).

“People used to make fun of farming as a career choice, 

and I am glad that is slowly changing now. Back in the 

day, there was a general misperception that farming 

was for those who could not succeed academically. But 

today, we see many professionals from various                 

backgrounds stepping into the industry to seize the 

business opportunities. More recently, the Covid-19 

pandemic has also shown that the farming industry is a 

much sturdier, sustainable business when compared to 

other sectors in the economy,” says Tan.

The supply chain of livestock products was considerably 

interrupted. Wet markets that were forced to close 

have caused shortage in slaughtering services and 

selling channels. Adapting to these changes, chicken 

farmers and distributors have adjusted in processing 

and storing, and even directly selling the chicken to 

end-consumers in chilled or frozen packaging. 

Regardless the emerging challenges, Tan remains 

optimistic of the broiler chicken industry. “I still see a 

huge opportunity in contract farming, despite the 

recent drop in demand. This is because the contract 

farming system is reliable whereby the integrators 

secure demand from customers and they engage 

farmers to raise the chickens in a predictable and 

constant cycle. In the end, farmers can still make 

money from contract farming, as long as they meet 

the expected results. This is especially true when you 

have a good integrator to work with.”

Following the repercussions of of Covid-19, Tan however 

admits that supply and demand of agriculture             

products is still impacted from the pandemic. The 

global outbreak lead to a chain of events such as the 

complete standstill of tourism and closing of               

restaurants and commercial areas. Despite the                  

operation of supermarkets, these factors along with 

other restrictions have impacted consumption of the 

products.

Tan, who also rears chicken shares his opinion, “Sales of 

chicken products dropped 90% in the first week of              

Malaysia’s Movement Control Order (MCO), the worst 

that we have seen in recent history. All factories and 

schools were closed, and these large-scale customers 

stopped purchasing broiler chickens. Since MCO was 

lifted, the demand has slowly risen but has yet to 

return to normal. This is the new reality we must 

embrace; a new normal for the chicken industry.”
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Contract farming is not a new business model and fairly 

a simple concept. In contract farming practices, 

integrators engage with contract farmers to help 

supply live chicken. The farmer would first purchase the 

supply of chicks and the chicken feed from the                      

integrators, mostly on credit. The chicks, that could 

even be less than a-day-old, are sent to the farm and 

raised until the harvesting age of 35 days. Full-grown 

chicken are then sold and delivered to the integrators 

at a pre-agreed price, with the  subtraction of initial 

cost of chicks and chicken feed. This remuneration 

method for farmers is known as the upfront and contra 

method, whereby the chicks and chicken feed are 

o�ered upfront, and paid later in the buyback process.

But first, farmers must ensure readiness before             

embarking on a role as a contract farmer. For Tan, there 

are two key priorities upon starting a contract farming 

business: land and funding.

However, farmers who decide to run an open-house 

farm are likely disadvantageous when applying for a 

bank loan. Additionally, open-house farms may run into 

more issues with authorities in the future, in terms of 

sanitation, environmental and public health concerns.

Once land and funding matters are secured, farmers 

must then find the right contractor to set-up the farm. 

At present, there are many established closed-house 

farm designers in the market that are experienced in 

building closed-house systems worldwide. Most of 

these contractors o�er modern, robust and 

easy-to-maintain closed-house systems for the chicken 

farm.

Once the facility is ready, farmers can start engaging in 

contract farming. Farmers are recommended to learn 

best practices and Standard Operating Procedures 

(SOPs) from the industry authorities, while seeking 

support from other industry players such as vaccine 

providers. Tan elaborates that most integrators in 

Malaysia are experienced and well-resourced. Farmers 

may also refer to Federation of Livestock Farmers'  

Association of  Malaysia (FLFAM) for recommendation 

of suitable integrators.

“At FLFAM, we help farmers by providing                              
recommendations of integrators based on size 
of the farm and the speed of harvesting. A 
farmer will earn more revenue if the birds in the 
farm can reach the acceptable harvesting 
weights in a shorter time. Conversely, keeping 
birds longer in the farm will lead to oversized 
chickens, thus a�ecting the performance of the 
farm due to the poor conversion rate of the 
chicken feed,” says Tan.

Once the land is secured, the next priority is to get         

funding to operate the business. At this point, farmers 

may opt to self-fund or use the Planning Permission 

document to apply for a bank loan. However, the model 

and design of the chicken farm will heavily a�ect the 

bank loan approval. A closed-house farm system will be 

favourable to banks as it is more sustainable and 

environmentally friendlier. 

At this juncture, some traditional farmers may be                

reluctant to operate a closed-house farm as it requires 

a higher investment compared to running an 

open-house chicken farm. 

Ensuring readiness 
before embarking on 
Contract Farming

Before anything else, farmers must have a 
land to farm on. This land can be on lease or 
their own property, in which it needs to be 
pre-approved by the local land o�ce and 
city council.  At the same time, farmers 
must seek an o�cial supporting letter from 
the Department of Veterinary Services 
(DVS), verifying that the land is suitable for 
farming. If farmers fail to follow these           
regulations, they risk losing the farm when 
authorities come knocking at their door!”



Keeping sights on things 
that matter 
 
Tan reminds aspiring farmers of the fundamental areas that drive the performance of the farm, namely the quality of 

chicks, chicken feed, and water. Generally, these are the areas that farmers may overlook over time. To avoid future 

issues, Tan advises farmers to take the initiative to inspect the quality of chicks, chicken feed, and water regularly. “If 

farmers have the option to choose, find a flexible integrator that allows farmers to source chicken feed from other 

parties. This gives more control to farmers in ensuring the chicken remains healthy and grow to the ideal weight 

within the time frame.”

Tan highlights that it is also important for farmers to 

choose suitable integrators with demonstrable track 

record in the market and are reputable among farmers. 

In cases whereby the quality is poor and no remedial 

alternatives are  available, farmers must ensure the 

farm’s management and facility are prepared to 

correct these issues. For example, treatment programs 

can be implemented at an extra cost for medications.  

“At FLFAM, we help farmers by providing                              
recommendations of integrators based on size 
of the farm and the speed of harvesting. A 
farmer will earn more revenue if the birds in the 
farm can reach the acceptable harvesting 
weights in a shorter time. Conversely, keeping 
birds longer in the farm will lead to oversized 
chickens, thus a�ecting the performance of the 
farm due to the poor conversion rate of the 
chicken feed,” says Tan.

Tan, who has more than four decades of experience in the industry shares his wisdom. “Bear in mind, attitudes matter.         

Farming is a lifestyle and farmers need to have a strong sense of ownership of their farm. The rule of thumb in        

farming is to take corrective measures immediately when something goes wrong. At the end of the day, farmers 

holds full responsibility of their own farm and the appointed experts or consultants only play a supporting role. 

Every second of waiting is money wasted and it will flush your profit down the drain.” urges Tan.



With the increasing focus on food security and safety, 

digitalisation is the way forward for the industry. Tan 

reiterates that the first criteria to truly benefit from 

technology is to implement a closed-house farm 

system. Aside from providing a better system in          

maintaining the climate, ventilation, watering system 

and sanitation, it is also the key in improving 

disease-control.

Tan is bullish on the digital future of contract farming. 

“In the next five to 10 years, I foresee much progress 

for the broiler chicken industry. This is because many 

farmers in Malaysia are in the midst of upgrading 

their farms from traditional to modern farming. It is 

inevitable because it is simply impossible to                

manually process 30,000 birds in a day.” 

For the practice of contract farming, Tan recognises 

that integrators do not have resources and expertise to 

raise chickens and contract farming will remain as a 

necessary solution in many years to come. He concludes 

that the contract farming in the broiler chicken industry 

also contributes to ensure the food security in Malaysia 

and in importing countries. At the same time, Tan 

remains confident of the industry as a stable                  

contributor to the nation’s economy.

When digitalisation and cloud computing is applied in 

a closed-house system, farmers can identify the          

chicken by batches. In testing diseases in chicken,   

farmers are then able to trace the a�ected batches 

and administer corrective actions. The complete set of 

data on chicken are kept from day one until day 35. The 

data consists of identification of batches, medications 

or antibiotics applied, and health progress. In the 

future, it may also be common practice for cloud           

computing in farms to be linked with lab data. Overall, 

closed-house systems enable the traceability of the 

chicken and helps facilitate testing and treatment for 

diseases like Salmonella among others. 


