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THE LONG-TERM FUTURE OF THE PORK INDUSTRY IS IN DOUBT

THE PRICE OF HOGS IN 1984 WAS NOT AS HIGH AS MANY ANALYSTS ANTICIPATED AT thE ,bE-

ginning of the year, nor as high as might have been expected as the result of the

relatively good job of supply managernent that the pork industry did. Following
losses j.n 1983, production in 1984 was cut back about 2 perccnt, but the average

price increased less than 2 percent, which was actually a decrease when adjusted

for inflation. Pork has been losing market share to other neats, broilers in par-

ticular, for many years but preliminary data indicate that the loss was alarningly
I arge in 1984 .

The pork industry has been stable to decli.ning for many years. Per capita
consumption averaged 65 pounds during the decade of the 1960s and slightly below

60 pounds during the 1970s, During the past five years production has decreased

from 67 pounds pcr capita in 1980 to 59 pounds in 1984. l,tuch of the loss of mar-

ket has been to poultry. Per capita poultry consunption increased from 26 pounds

in 1960 to 42 pounds in 1970, to 59 pounds in 1980, and to 66 pounds in 1984,

For many years the increase i.n poultry consunption was acconplished with
price concessions. Rapid improvcments in the technology of broiler and turkey
production reduced costs and encouraged the expansion of production at decreasing

re'al pri.ces, During 1960 through 1979 the ratio of retail broiler prices to re-
tail pork prices decreased in a fairly straight line trend at an annual rate of
about 2.4 percent per year. The ratio of broiler consumption to pork consunption

also increased in a comparable trend of about 2,8 percent per year. In broad

outli.ne, consuners shifted fron pork to poultry on a one-to-one basis,
l-rom 1979 to 1983 total pork production uas about unchanged: 14'2 billion

pounds in 1979 and 14,0 billion in 1983. The retail pork price increased fron

$1.44 to $1.70 per pound, or 18 percent. The general price level increascd 32

percent duri-ng the same period, so that in real terns pork prices declined. From

1979 to 1983 broiler producti.on increased fron 10.9 billion pounds to 12.4 bil-
1ion, or 14 percent. The retail broiler price increased from 67.7 cents in 1979

lo 72.8 cents in 1983, or 7.5 perccnt. In terns of inflation adjusted prices,
pork decreased i0.4 percent and broilers 18.5 percent. The broiler price decreased
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from 47.0 percent of the pork price in 1979 to 42.9 percent in 1983. Broiler
production increased from 76.9 percent of Pork production to 88.4 Percent in 1983.

A decrease of 9 percent in relative price generated a l5 Percent increase in rel-
ative consumption. There was an inverse relationship betueen relative production

and relative price in individual years as uell as for the period as a whole.

The long-standing price substitution Pattern changed in 1984. Pork produc-

tion went down 2.1 percent and broiler production increased 4.6 percent, so that

broiler production increased from 88.4 percent to 95.4 Percent of pork production.

The retail pork price decreased about 4 percent and the retail broiler price in-
creased about 12 percent. Both the narket share and the price ratio of broilers
increased. Thete xas a sharp shift in consuner preference from pork to broilers.
One suallow does not nake a spring. l{e do not knord if the shift will Persist in
1985 and beyond. If it does, it bodes ill for the Pork industry.
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