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Why Do Broilers Flourish In The South? !/ 

Nature imposes few limitations upon the location of poultry production in 
the United States--eggs and poultry meat can be produced in every State. Why, 
then, is broiler production greater in the South than in any other reg~on? 

The starting point for a strict economic analysis of this question would 
be the difference between production costs and returns in different places. 

Costs 

Production costs vary among locations, but some relatively high-cost pro-
ducing states have an advantage in marketing that enables them to continue as 
important competitors in egg and poultry production. In some states, high 
costs are off set by closeness to market and consequent higher-than-average 
prices for products. 

Feed represents about 60 percent of the cost of producing poultry. So a 
location close to the source of feed supply tends to favor a poultry enterprise. 
Ordinarily this would be construed to favor a midwestern location. In fact in 
some communities it does, but before we generalize, let's look a little closer 
at the data. 

!/ Reprinted from Agricultural Situation, March 1959, Vol. 43, No. 3, U.S.D.A., 
prepared by Edward Karpoof, Agricultural Economics Division, Agricultural 
Marketing Service 



Chickens don't eat just straight feed grains. The economics of feeding 
are based on the price of a balanced ration. And on the price, the advantage 
of being close to crop sources becomes obscured by trade customs affecting mark-
ups, by credit practices, and by the degree of competition prevailing among 
suppliers. 

Labor costs and alternative work opportunities also affect the location 
of production. For broilers, this is probably the principal location factor. 

Broiler production in the last few years has expanded ffiOSt rapidly in 
Georgia, Alabama, and Mississippi. In those states, the 1958 composite farm 
wage rate is estimated to have been about 50 cents per hour or less, contrasted 
with the U. S. average of 75 cents per hour during the year. Consequently, 
broiler growing as a new or additional source of income has shown its fastest 
recent growth in the Southeast, which is now the foremost broiler growing area 
of the United States. 

This concept cf where poultry can be produced most cheaply has to be bal-
anced against an understanding of where the ultimate markets are and where the 
highest prices can be expected. Cities and towns represent our markets for 
eggs and poultry. It is to the big central markets that we have to look for 
the forces that make prices. 

The areas where poultry enterprises will grow and prosper have to be spe-
cialized enough, and to include sufficient volume, to support the service and 
marketing facilities that the modern poultry industry needs. 

A lone commercial poultry farmer, isolated among farmers pursuing other 
specialties, won't have a choice of feed suppliers competing for his business. 
If an isolated producer should need a poultry remedy to quell an outbreak of 
disease, the chances are that a supply house at the county seat would have to 
order it, for the store would not be likely to keep it in stock. 

Outlets 

When the isolated commercial producer has eggs or chickens to sell, in 
quantities larger than local retailing would absorb, again he would have to 
create an outlet, rather than find a choice of readymade outlets such as occur 
in an established poultry community. 

In an established poultry community the marketing facilities handle suf-
ficient volume to enable each buyer to keep his operating costs fairly low, and 
to compete from an initial price level that reflects low overhead costs per 
unit. This condition is frequently overlooked by people considering only the 
physical aspects of poultry production. For an independent pioneer to under-
take any kind of poultry production on a scale sharply different from nearby 
layouts is to undertake a difficult economic challenge. Unless carefully 
planned by adequately financed agencies, the poultry business will not mushroom 
up overnight in new areas. 
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This leads us to the subject of broiler financing. Certainly in the de-
velopment of chicken meat production the business sprang up overnight in new 
areas. It did indeed, but under circumstances that fit the limitation in the 
preceding paragraph, "carefully planned • • • adequately finar.ced " 

The central figure in broiler production is the financier or contractor. 
Even a small contractor--a crossroads feed dealer--will put out a flock a week. 
At that rate, he will have an average of 8 to 10 flocks on feed at a time. By 
his own enterprise he has created a local specialized poultry industry--to say 
nothing of additional similar promotions probably originating from other near-
by feed dealers. 

Contract broiler growing has had its most enthusiastic acceptance in areas 
that_ lacked satisfactory sources of income and employment for surplus farm pop-
ulation. In the Chesapeake Bay area, broilers were accepted when prof its from 
egg production and from vegetable crops were failing. In northwest Arkansas, 
fruit enterprises, particularly peaches, were on the down-grade when broilers 
were introduced. Returns from cotton farming were unsatisfactory in north 
Georgia when the broiler industry gained its toehold there. 

Chronically low income or the failure of previous agricultural standbys, 
created circumstances in which the broiler industry could thrive, but this 
does not explain why it grew in Georgia earlier than in Mississippi and Alabama, 
or why the center of hatching egg production remained so Ieng in New England. 
We look to a study of people and personalities for explanations of these as-
pects of the development of the industry. 

The dynamic personality of one individual cannot make or break poultry 
development in a state, but his missionary work certainly can explain why 
nearly equivalent resources in neighboring states aren't developed equally. 

Personality and personal choices influenced the developers of broiler pro-
duction in Georgia, and the New England breeders who had already developed 
fast-growing strains of Plymouth Rock and New Hampshire and Rhode Island Red 
chickens at the time a demand materialized for broiler stock. 

The financial margins in broiler production have now narrowed considerably, 
and the industry is firmly established in a format of agri-business which tends 
to concentrate the opportunities for the decisions that result in innovations. 
But those decisions are still occurring with great regularity and they are the 
ones that keep actual broiler practice in the field so closely on the heels of 
the laboratory recommendations. 

Harold w. Walker 
Asst. Ext. Agri. Econ. 
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EGG PRICES - Average From June 1, 1959 to June 30, 1959 

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

- cents per dozen -

Harrisonburg 29.2 22.6 14.2 21.l 12.5 
Richmond 29.5 22.8 13.8 26.0 15.9 
Roanoke 30.5 23.7 14.1 21.3 14.2 

l/ 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 June 1, 1959 to June 30, 1959 

Market Area 

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

Ave. y 
Price 

16.00 
16.90 
16.55 
15.45 
15.00 

Week 
Ending 

6/5 
6/12 
6/19 
6/26 

Total 

Weekly Summary of Purchases 
in Virginia 

No. Birds Weighted Ave. 
Purchased Price (cents) 

1, 210, 036 15.86 
931,628 15.43 

1,081,838 15.84 
1,104,378 16.43 

4,327,880 63.56 

!/ Unweighted average. 

Average Virginia Poultry Feed Prices and Feed-Price Ratio 

Date 

June 15, 1958 
May 15, 1959 
June 15, 1959 

Price Per 100 
Broiler 

Laying Growing 
Mash Ma.sh 

-dollars-

4.85 5.20 
4.75 5.10 
4.70 s.oo 

Pounds 
Turkey 

Growing Feed-Price Ratios ii 
Mash Egg Broiler Turke~ 

5.30 11.6 3.6 6.1 
5.10 8.0 3.2 5.1 
5.10 8.3 3.2 5.9 

l/ 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. 

4 



Seer' on 
July 1959 

POOLING MILK FOR PAYMENT TO PRODUCERS 

Under a system of classified pric-
ing of milk, it is necessary to have 
a method for paying individual produ-
ers a uniform or average price for 
the milk they deliver. This method 
or device is known as pooling. Most 
milk markets operate under some type 
of pool, either an individual handler 
pool, or a market-wide pool. The 
purpose of this article is to illus-
trate the basic differences in these 
two types of pools and how each oper-
ates. 

Under an individual handler pool, 
the milk of all producers who supply 
an individual distributor is pooled 
for price purposes. Under a market-
wide pool, the milk of all producers 
who supply a market is pooled. With 
a market-wide pool, all producers 
shipping milk into the market receive 
the same uniform price for their milk 
except for adjustments for butterfat 
content, base, and in some markets 
for location. However, the price is 
basically the same irregardless of 
the handler to whom he ships. 

To better illustrate the types 
of pooling an example is given below. 

Assume there are four handlers 
in a market--handlers A, B, C, and D; 
each of whom receives 100,000 pounds 
of milk from producers. The Class I 
price for the market is assumed to be 
$6.00 per hundredweight and the Class 
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II price is $3.25 per hundredweight 
for 4.0 percent milk. 

Table 1 shows the amount of milk 
used in each class with the value of 
milk used by each handler and the 
market totals. Handler A used 95,000 
pounds of producer milk in Class I, 
at $6.00 per hundredweight and 5,000 
pounds in Class II at $3.25 per hun-
dredweight, therefore his total milk 
bill was $5,862.50. 

95,000 pounds x $6.00 = $5,700.00 
5,000 pounds x $3.25 = 162.50 

100,000 $5,862.50 

Handler A received a total of 100,000 
pounds of producer milk which cost 
him $5,862.50 or an average of $5.862 
per hundredweight. Therefore, under 
an individual handler pool, producers 
shipping to Handler A would have re-
ceived an average price of $5.862 
per hundredweight for 4.0 per cent 
milk. 

Handler B used 90,000 pounds of 
producer milk in Class I at $6.00 
per hundredweight and 10,000 pounds 
in Class II at $3.25 per hundred-
weight. Handler B's total cost for 
100,000 pounds of milk is $5,725, 
or an average of $5.725 per hundred-
weight. Therefore, producers shipping 
to Handler B would have received an 
average of $5.725 for 4.0 per cent 
milk. 



Table I. An Illustration of the Computation of a Market-Wide Blend Price 

- _________ c_1_a_s_s_1 ___________ 1,_-_______ c_1_a_s_s __ r_r _____________________ T_o~t_a_l ______ ~--~ 
_ Blend 

Pounds Price Value Pounds Price Value Pounds Value Price 

Handler A 95,000 6.00 5,700.00 5,000 3.25 162.50 100,000 5,862.50 5.S62 !/ 

Handler B 90,000 6.oo 5,400.00 10,000 3.25 325.00 100,000 5,125.00 5. 725 !/ 
\0 

. 
Handler c 85,000 6.00 5,100.00 15,000 3.25 l187 .so 100,000 5,587.50 5.5875 l/ 

HandlEr D 70,000 6.00 4,200.00 30,000 3.25 975.00 ioo.ooo 5,175.00 .5.175 l/ 

Market Total 340,000 6.00 20,400.00 60,000 3.25 1,950.00 100,.000 22,350.00 5.8875 '!:._/ 

l/ The prices producers at each plant would have received under an individual handler pool. 

'!:._/ The price all producers would receive under the market-wide pool. 



Handler C utilized 85,000 pounds 
of producer milk in Class I at $6.00 
per hundredweight and 15,000 pounds 
in Class II at $3.25 per hundredweight. 
Therefore, Handler C paid $5,587.50 
for 100,000 pounds of producer milk 
which is an average or blend price of 
$5.5875 per hundredweight for 4.0 per 
cent milk. 

Handler D used only 70,000 pounds 
of producer milk in Class I and 30,000 
pounds in Class II. His total cost 
was $5,175.00. The average or blend 
price for Handler D for 4.0 per cent 
milk, was $5.175 per hundredweight. 

It is evident that under the in-
dividual handler pool the average 
price received by farmers would have 
varied widely according to the utili-
zation of the handler to whom his 
milk was shipped. Producers shipping 
to Handler A would have received an 
average or blend price of $5.862 per 
hundredweight while those shipping 
to Handler D would have received only 
$5.175 per hundredweight, a difference 
of 68.7 cents per hundredweight be-
tween the handler with the highest 
Class I utilization and the handler 
with the lowest utilization in Class I. 

Utilization in Class I for the 
market as a whole (line five of Table 
1) was 340,000 pounds. At $6.00 per 
hundredweight Class I milk cost hand-
lers $20,400.00. A total of 60,000 
pounds of producer milk was used in 
Class II by the four handlers which 
cost $1,950.00. Handlers in the mar-
ket received a total of 400,000 pounds 
of milk from farmers for which they 
paid $22,350.00, or an average price 
of $5.5875 per hundredweight. This 
is the average or market-wide blend 
price based on the total utilization 
by all handlers in the market. 
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Now, let us review the method 
of equalizing payments to producers 
under a market-wide pool. As men-
tioned before, under a market-wide 
pool payment to producers is made 
on the basis of how tne total quanti-
ty of milk was used by all handlers 
in the market rather than on the 
utilization of an individual handler. 
A market-wide pool operates in such 
a way that it does not change the 
cost for milk to the handler from 
what it would have been under an in-
dividual handler pool. Producers 
are paid on the basis of the total 
utilization by all handlers in the 
market. Handlers whose Class I utili-
zation is above the market average, 
pay producers the market average 
price. In addition they pay into a 
fund, known as the producer settle-
ment fund, the difference between 
the gross value of the milk accord-
ing to its use and the amount paid 
to producers. Handlers whose utili-
zation in Class I is below the average 
Class I sales for the market, pay pro-
ducers on the basis of the market 
utilization and then draw from the 
producer settlement fund the dif-
ference between the amount paid to 
producers and the value of the milk 
according to their utilization. 

To get a better picture of how 
this operates, let us go back to the 
example shown in Table I. The market 
average or blend price is $5.5875 per 
hundredweight. In a market-wide pool 
producers would be paid on the basis 
of the market as a whole. Each hand-
ler would pay producers for their 
milk as shown on the following page. 

According to Handler A's Class I 
and Class II utilization he would be 
obligated to pay $5,862.50 for the 
100,000 pounds of milk he received. 
However, since all producers are 



TABLE II. An Illustration of the Method of Equalizing Payments to Producers 
Under a Market-wide Pool 

Handler A 

Handler B 

Handler c 
Handler D 

Market 

Source: Table I. 

Cost of 
Milk to 
Handler 

$ 5,862.50 

s, 725.00 

5,587.50 

5,175.00 

22,350.00 

being paid on the basis of the market 
utilization or an average of $5.5875 
per hundredweight, Handler A pays his 
producers $5,587.50 for their milk and 
then pays the remaining $275.00 
($5,862.50 - $5,587.50) into the pro-
ducer settlement fund. 

According to Handler B's utili-
zation, his 100,000 pounds of milk 
cost him $5,725.00. Under a market-
wide pool he pays producers $5,587.50 
for the 100,000 pounds of milk he re-
ceived from them, and then pays 
$137.50 ($5,725 - $5,587.50) into the 
producer settlement fund. 

Handler C had a milk cost of 
$5,587.50 which is the same as he 
would pay to producers on the basis 
of market utilization; therefore, 
Handler C would not pay into or draw 

Payments Into 
and Out of 

Payments the Producer 
to Settlement 

Producers Fund 

$ 5,587.50 + $2 75 .oo 
5,587.50 + 137.50 

5,587.50 o.oo 
5,587.50 412.50 

22,350.00 o.oo 

from the producer settlement fund. 
Since Handler C had exactly the same 
percentage utilization in Class I as 
for the market as a whole, producers 
shipping to this handler would have 
received the same blend price under 
either type pool. 

On the basis of Handler D's utili-
zation, his total milk bill was only 
$5,175.00, but on the basis of the 
total market utilization his shippers 
are entitled to $5,587.50 for their 
100,000 pounds of milk or $5.5875 per 
hundredweight. In order to pay bis 
producers at the market average price, 
Handler D draws $412.50 out of the 
producer settlement fund and pays his 
producers on the basis of the utili-
zation of all handlers in the market. 
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Handlers A and B, whose utili-
zation in Class I was above the market 
average, deposited $275.00 and $137.50 
into the producer settlement fund, re-
spectively. Handler C had exactly 
the same utilization as for the mar-
ket as a whole; therefore, he did 
not deposite to, or withdraw money 
from, the settlement fund. Handler 
D, whose utilization in Class I was 
less than the market average with-
drew $412.50 from the settlement fund 
in order to pay his producers the 
same blend price as other handlers. 
His withdrawal was exactly the same 
as the deposits of Handlers A and B 

($275.00 + $137.50 = $412.50). In act-
ual administration the fund does not 
always balance out. 

Producers shipping milk to Handlers 
A and B would have received a higher re-
turn for their milk under the individual 
handler pool. Producers shipping to 
Handler C would not have been affected 
one way or the other. Producers ship-
ping to Handler D would have received 
a higher return for their milk under 
the market-wide pool. 
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/lff¢~() 
Al J. Ortego () 
Asst. Ext. Agri. Econ. 
Milk Marketing Specialist 
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