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MARKETING SPREADS FOR EGGS AND FRYING CHICKENS 

(Part 2 - Frying Chickens) 

Some recent changes in prices and price spreads for eggs at various market 
levels in some of the major markets in the nation were discussed last month. 
This article describes some of the recent changes in marketing spreads for 
frying chickens • .!/ 

The farm-retail price spread for ready-to-cook frying chickens averaged 
21.9 cents a pound in 1958, a decline of 0.1 cent from 1957. Retail prices for 
frying chickens averaged 47.4 cents a pound and farm values~/ 25.5 cents in 
1958, the lowest in nine years. Since 1952, retail and farm prices for fryers 
have declined in every year except 1955. (A sharp decline occurred in 1954 with 
some recovery in 1955.) During the same period, farm-retail spreads for fryers 
remained relatively stable while those for most other farm food products increased. 
The farmer's share of the consumer's dollar spent on frying chicken remained at 
54 cents in 1958, the same as for 1957 but the lowest in recent years. 

Some of the principal factors which have contributed to lower farm and 
retail prices are: 

1. Changes in technologies of production, processing, and distribution. The 
poultry industry has increased efficiency in the production and marketing 
of fryers enough to offset costs of increases in services performed, higher 
wages, and higher costs of other inputs. No other major food industry has 
made similar strides in production and marketing efficiency in recent years. 

2. Increases in sizes of producing and processing units. Broiler 11 factories" 
today can turn out almost half a million pounds of ready-to-cook chicken 
per man each year, a drastic change from selling a few surplus cockerels 

.!/ Based on an article by Leo R. Gray, Agricultural Economist, and William L. 
Mitchell, Marketing Specialist, Agricultural Marketing Service, that 
appeared in January, 1959, The Marketing and Transportation Situation. 

~/ Farm value is farm price (live weight) adjusted to a ready-to-cook basis. 



from laying flock l·eplacemcnts as v::evailed it~ the not-too-·reiliote past. 
Processing plants use highly sp~ciaHzed equ:i.p1.~ent in reducing labor 
requirements from crate-to-package to two to thrt:ie min~tes per bi.rd. 

3. The tendency among retai 1 stores to use fryers ;;,::, a J.ow-·rna"t"gin "traffic 
item." Frying chicken approaches the "ideal" for this purJ.lOSe since liJ;tle 
store labor is needed tc handle the product :i.n larga qu5.ritit:ieR. Ther:e is 
no loss in "trim" or low-priced cuts as with red meats. 

Retail store spreads are larg~r, on the \!Jest Coast than ln the Ea::itern 
United States. Of the nine citiesd included in the study, Atlanta had the 
lowest farm-retail spread (see 'fable 1), far.m~ to-store spread, farm V<'>lue, and 
retail pr.ices. However, retail stores in Atlanta averaged 10 cent& per po'.lnd 
"mark-up, 11 more than in Baltimore, Chicago, er St. Louis, but less than in the 
other cities. Los Angeles had the highest farm-reteil price spread (29.0 cen·cs) 
with San Francisco second (26.9 cents per pound). 

Farm-to··retail store spreads in Los Angeles and San Francisco were higher 
than in the seven other cities beca1.ise of location in rel<ltion to major producing 
areas. These two cities are supplied mostly from processing plants located in 
Alabama, Arkansas, Georgia, Mississippi, and Texas with transportation charges 
constituting a sizeable portion of the larger farm-to-store spreads. 

The higher retail store spreads in Los Angeles and San Francisco result 
from retail store practices of operating the poultry and meat departments as 
concessions. A concession is a portion of a store leased to an individual or 
firm for the purpoae of selling a limited line of products, such as poultry, 
meats, or fruits and vegetables. Average price spreads taken by concessionaries 
are normally higher than spreads taken by the store operator because only a few 
products are handled. Sales of these items have to cover total costs for 
operating the concession whereas diversification by the store owner may lessen 
the risks involved, for handling any single item, permitting a considerably 
lower margin on some items. 

Harold w. Walker 
Assistant Extension 
Agricultural Economist 

11 Atlanta, Baltimore, Boston, Chicago, Cleveland, Los Angeles, New York, 
St. Louis, and San Francisco. 
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'l'able 1 Frying Chickens: Price Per Pound and Price Spreads At 
Various Market Levels, Selected Cities, 1958 

Prices* Price Spreads 
City To Farm Farm- Retail Farm-to-

Retail Retailers Value Retail Store Store 
cents cents cents cents cents cents 

Atlanta 41.3 31.3 24.6 16. 7 10.0 6,7 

Baltimore 44.6 35.0 26. l 18. 5 9.6 8,9 

Boston 47.7 33.3 25,8 21.9 14.4 7.5 

Chicago 42.4 33.0 24.9 17,5 9.4 8.1 

Cleveland 43.8 33.0 25.3 rn.s 10.8 7.7 

Los Angeles 54.0 37.2 25.0 29.0 16.8 12.2 

New York 44.8 34.2 26,2 rn.6 10.6 8.0 

St. Louis 42,2 32.7 24.7 17.5 9.5 a.o 
San Francisco 53,G 39.1 26.9 26,9 14.7 12.2 

9-City Average 46.1 34.3 25.5 20,6 11.8 8.8 

~·~ Ready- to-cook 
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EGG PRICES - Average From March 1, 1959 to Harch 31, 1959 )) 

u. S. Grade A Grade B Grade C 
Market Area Large Medium Small Large Large 

- cents per dozen -

Harrisonburg 33.4 28.8 19,8 27.2 18.0 
Richmond 32.2 29.2 20.9 28.4 20.9 
Roanoke 34.1 30.6 21.4 28.6 19.9 
11 Unweighted averages, some buyers paying additional 1-2¢ over grade 

yield prices and up to 4 1/2¢ over commercially graded prices for 
delivery of eggs in large lots, sizing, farm refrigerated, and other 
contractual arrangements. 

BROILER PRICES - Average From March 1, 1959 to Narch 31, 1959 

Market Area 

Shenandoah Valley 
Del-Mar-Va 
West Virginia 
North Carolina 
North Georgia 

Ave.)) 
Price 

16.4 
17.6 
17.6 
16.0 
15.8 

Weekly Summary of Purchases 
in Shen-Valley Area 

Week 
Ending 

3/ 7 
3/13 
3/20 
3/27 

Total 

No. Birds Weighted Ave. 
Purchased Price (cents) 

999,302 16.18 
1,022,608 16,79 
1,062,300 17.44 

927z850 16.22 

4,012,060 16.68 

11 Unweighted average. 

Average Virginia Poultry Feed Prices and Feed-Price Ratio 

Date 

Price Per 100 Pounds 

Laying 
Mash 

Broiler Turkey 
Growing Growing 

Mash Mash 
- dollars -

Feed-Price Ratios 1/ 
Egg Broiler Turkey 

March 15, 1958 4.65 5.10 5.10 12.l 4.2 7.5 
Feb. 15, 1959 4.70 5,10 5.00 11.3 3.3 6.8 
March 15, 1959 4.70 5.10 5.00 9,9 3.3 6.3 
11 Number of pounds of feed equal in value to one dozen eggs, one pound of 

broiler live weight, or one pound of turkey live weight. 
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OPPORTUNITIES FOR 
MILK-MARKETING 
COOPERATIVES 

Milk-marketing 
cooperatives, in 
most cases, were 
organized for 
the purpose of 

bargaining with dealers for milk 
prices. By "getting together," dairy-
men could get a higher price than 
would have been paid otherwise. In 
recent years price regulations have 
been established in most ~arkets, 
Cooperatives usually have a voice in 
determining the provisions of these 
regulations, but they exert less 
direct influence on milk prices than 
in the past. If your cooperative 
functions primarily as a price-
bargaining association, it is missing 
a real opportunity to serve you. 

Some milk-marketing cooperatives have 
for many years taken advantage of the 
opportunity to make savings for pro-
ducer members by hauling their milk to 
the processing plants. Recent techno-
logical developments have made it 
possible to haul milk long distances, 
This has increased competition for 
markets. Competition has resulted 
in closer alignment of prices among 
markets. Price differentials among 
markets reflect transportation costs 
from sources of alternative supplies, 
These developments make it even more 

5. 

important for cooperatives to consider 
the possibilities for improving services 
to members by hauling their milk, 

Historically, the dairy industry has 
been characterized by overlapping 
routes in both the assembly and dis-
tribution of milk, The members of 
your cooperative who supply milk to 
plants which have overlapping routes 
are helping to carry the added cost 
of having trucks from two or more 
plants travel the same road to pick 
up milk, If the association hauls 
the producer members' milk, it can 
make savings through increased 
efficiency, Probably the biggest 
saving can be <nade by setting up 
continuous rouces to avoid overlapping, 

By setting yourself up in business to 
haul your own milk, you have more 
control over its movement to market. 
Your association has an obligation to 
furnish the processors who lepend upon 
it with an adequate supply of milk for 
their Class I needs, Failure to take 
care of the Class I needs forces the 
processor to go elsewhere for addi-
tional milk. 

Processors who pick up milk from the 
I 

farms find it necessary to have a 
supply about 10% to 15% above their 



usual Class I sales. This is needed 
to protect them age.inst fluctuations 
in daily receipts and sales of milk. 
Here is another place where your 
cooperative can make a saving by haul-
ing milk for you. It is unlikely that 
the needs of all the processors your 
association supplies will go up or 
down on the same day. By shifting 
the reserve from one processor to 
another as needed, the cooperative 
could provide an adequate supply with 
a smaller reserve. This would assure 
you of getting the Class I price for 
more of the reserve milk going to 
processors who depend upon your associa-
tion for their supply. The difference 
between the amount of milk required 
for reserves by individual processors 
and the association reserve could 
likely be aold by the cooperative at 
a better pt•ice. 

In taking responsibility for handling 
the reserve your association will 
render a service to the processors. 
Many bottling plants have no facilities 
for processing milk into manufactured 
products. Therefora, when the supply 
exceeds the fluid sales the excess 
milk is burdensome and may be a total 
loss to the plant. 

Attempts to rai.se prices for milk 
always make dairymen ~:npopular. In 
contrast, most people look with favor 
upon ways to reduce cost. Farmers 
and others who increase their profits 
by reducing costs can get ahead and 
build better public relations. 

In taking advantage of the opportunities 
to reduce marketing costs, dairymen 
will set a good example for those who 
distribute milk to consumers. The 
combination of increased efficiency 
in handling milk on both sides of the 
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processing plants will bring more 
profits to producers and distributors. 
It is also possible that some of the 
profits might be shared with consume:rs 
through lower prices. With more 
profits for producers and distributors 
and lower prices lo consumers, every-
one should be happy. 

It is not enough merely to decid~ that 
your associaticn is going tc haul its 
own milk. As in all busines3 ventures 1 

advance planning and careful prepara-
tion will be necessary for success. 

Some of the principles and basic 
requirements for success will be dis~· 
cussed in the next issue. 

A. J. Ortego 
Asst. Ext. Agric. Econ, 
Milk Marketing Specialist 
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