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Supply-Demand Situation 

Egg producers are becomin g i r1creasingly 
concerne d about how egg prices are determined 
and the forces that affect pric e . The farm 
price l e v el for eggs has d e clined a l most stead­
ily sinc e the late 1940's and e arly 195 0' s. The 
decline is not entir e ly a r e sult of increased 
outpu t r e sulting fro1n incr ea s e d e ffi c i e n cy and 
lowe r c osts; a contraction in demand is a lso 
a major factor on price . Con sume rs hav e 
been substituting other foods for e ggs in their 
diets. 

In the last decade, U.S . egg output in ­
creased 7 percent- - from 5 8 . 9 to 63 . 0 billion 
eggs annually- - while population increas e d 16 
percent. As a result, per capita egg consump ­
has fall e n from 376 to 32 l. Pr e sent demand 
projections indicate that this decline has l e v ­
eled off at about 320 egg s , and p e r capita e gg 
consumpti on will likely rem ain stable at about 
this l evel. 

The egg market is nationwide; eggs pro­
duc e d i n one ar e a ar e no diffe rent from eggs 
produc e d in other areas. Ther e fore , eggs 
mov e r e adily betwe en areas. The direction 
of the mov ement from surplus -producing 
areas such as Minnesota is dependent on exist ­
ing price relationshi ps in th e various markets . 
Marke ting firms move eggs into those mar ­
kets that provide the highe st r e turn over trans­
portation costs. 

Buye rs and selle rs of egg s in a particular 
marke t c a nnot de t e rmine e gg pri c es -independ­
ently of pric e s esta blishe d i n oth er markets. 
If suc h a s i tuati on existe d, the result w ould 
b e complete chaos . Instead, d e alers through­
out th e country r e l y on pric e s establishe d in 
one major marke t a s a guide or bas e for d e ­
term i ning loc al pri c es . The major market 
pric e s quoted for New York ar e us e d. 
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The average monthly price quotations in 
the table i llust r a te t he wide range in seasonal 
e gg pri ces for 196 3. T he l owest price for 
lar ge eggs o ccurr e d in May , t he month when 
U.S. egg ou tpu t was at a peak . T he highest 
pric e occur re d i n S e p temb er , th e month when 
output wa s l owest . H oweve r, outpu t during 
the year only r a n ge d b e tween 13 . 6 and 13 . 9 
million c a ses a m onth . Such wide fluctuations 
in price accompanying s u c h small changes in 
supply indicate th e extreme price sensitivi ty 
of the m a r ke t. 

This s itua t i on is a res ult of the conswners' 
almos t con s tant demand for eggs regardless of 
price ove r a s h o rt ti1ne period. Because of a 
lack of substitutes, consu1ners use only a 
slightly smalle r quantity of eggs at a high price 
than at a l ow p r ice . This, in economic terms, 
is known a s an ine l as t ic demand . One study 
indica t e s that a 10-percent change in the farm 
pri c e o f eggs w ould be associated with only a 
2 . 3 -percent change in p er capita consu1nption . 
In orde r to get a 1-percent increase in per 
capi ta consump t i on , egg producers would have 
to take approximat e l y a 4 -percent decreas'e in 
price. T hi s clearly i llu s trates the necessity 
for k e eping the vol ume of eggs moving into the 
marke ts in p rop e r bal ance with demand to avoid 
s e r i ous declines in egg prices which accompan: 
inc r e as es i n ma r ket vol ume . Witness the ser­
ious drop i n U. S . egg prices from a 195 0- 5-t 
a v erage of 42 cen ts t o a .!.ow of 31 . 1 cents in 
1959. Thi s drop of 26 percent in p rice accom ­
pan ied a n inc r ease of only 7 p e r cent in total 
volu m e o f eggs marke t e d . In 1960, egg output 
contracte d by 1. 6 p e r cent with a subsequent 
incr e as e in p roducer egg prices of 3 . 3 cents 
p e r do zen . 

F actors Influencing Supply 

F a r m egg production is explained almost 
e ntirely by : ( 1) T he number of hens and pul­
l e ts on fa r ms J anuary 1, (2 ) average rate of 
l ay , and (3 ) adjustments to the egg-feed price 
rati o of the previous year. 

Short-run s upply within a given sized egg 
e nte rp rise can be alt ered in res p onse to tem­
p ora r y fluctuations in the egg - feed ratio by 
changing the number of hens removed from the 
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laying flock. Adjustments in supply to price 
conditions lag appreciably when producers 
adjust production by starting more or less chicks 
for laying flock replacements. Also the time 
lag for flock withdrawals is greater than for 
e:<pansion through new flocks . 

One of the peculiar but very noticeable fea­
tures of the egg industry is that the short- r un 
supply is irreversible . That is, if demand for 
eggs increases , there is a large expansion in 
production with little improvement in egg 
prices; however, if demand decreases the r e 
is minor contraction in production, resulting 
in a great decline in egg prices . In other 
words, supply is elastic on the expansion 
cycle but highly inelastic on the contraction 
cycle . Thus slight improvement in the egg ­
feed price·ratio induces expansion in output; 
contraction in demand or unfavorable price 
conditions do not bring about the same con­
tractionary responses . 

The egg pricing process will be continued 
in the January issue. 

Minnesota Poultry and Hatchery 
Association, Minnesota Poultry Butter and 
Egg Association, Wisconsin Hatchery Asso ­
ciation. Annual Convention January 15 - 16, 
1965, Pick - Nicollet Hotel, Minneapolis . 
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Comparison of New York Urner-Barry Quotations 
with Minnesota Reported Country Paying Prices, 

1963 

GraCie A Lar ge 

N . Y . 
Quotation 

(Urner-Berry) 

--- cents per 

J anuary 37 . 77 
February 38 . 69 
March 37 . 05 
April 31. 26 

May 29 . 59 
J une 31. 20 
July 33 . 95 
August 36 . 23 

September 41. 50 
October 38 . 2"0 
November 39 . 10 
December 38.67 

Unweighted 
Annual 
Average 36. 10 
Quality 
P rogram 
Prices 
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Minnesota 
Paying 
Country Differ-
Prices entials 

dozen---

29.33 8. 44 
30.25 8. 44 
29 . 05 8.00 
23.66 7 . 60 

31. 83 7. 76 
22. 81 8.39 
27 . 44 6. 51 
27 . 66 8.57 

33.00 8. 50 
31. 72 6 . 48 
31. 05 8. 05 
30 . 67 8 . 00 

28 . 21 7.89 

32.07 4 . 03 
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