
Southeastern Pork Production: 
A Clue to Future Food Price Changes? 

Feed costs for pork producers are significantly higher in the Southeast than in the 
Midwest Historically, the Southeast has not been a major pork producing area, but 
when losses begin, southeastern producers have tended to cut production earlier 
than their midwestern counterparts, a characteristic that could provide an early 
indication of a reduction in national pork ou tpu t 

Food prices frequently have been a leading 
source of inflation in the consumer price index 
in recent years. The largest single food group in 
the consumer food price series is the category 
of meats and related products. Meats, poultry, 
and fish account for about 22 percent of the 
total consumer food price index. Since 1975, 
month-to-month changes in the price index of 
meats, poultry, and fish have explained 75 per-
cent of the comparable changes in the index of 
finished consumer food prices (see Table 1). 
Meats and related products, then, have been 
responsible for a major share of the volatility in 
finished consumer food prices since 1975. 

Changes in wholesale prices of meats, poul-
try, and fish are, in turn, heavily dependent on 
variations in hog prices. Since 1975, month-to-
month changes in the index of prices received 
for hogs have explained 43 percent of the com-
parable changes in the price index of the meat 
group (see Table 1). The relationship with hog 
prices was stronger than with either cattle or 
poultry prices, the other major components of 
the group. Thus, movements in hog prices 
should give useful indications of price changes 
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in meats and related products which, in turn, 
govern the majority of fluctuations in finished 
consumer food prices. 

Price changes for meats occur primarily in 
response to changes in supply. Pork output, 
although accounting for between 30 and 40 
percent of total red meats, is responsible for a 
disproportionate share of the volatility in total 
meat supplies. Changes in pork production 
occur more frequently and with sharper move-
ments than changes in beef output. Since pork 
production is a prime determinant of changes 
in meat prices, prospective hog marketings and 
inventory numbers are watched closely for 
clues to upcoming price movements. 

Farmers make their decisions to produce 
hogs based on their evaluations of profit pros-
pects. Profits are dependent on the relationship 
between hog prices and production costs, and 
feed is the largest single cost, accounting for 
approximately half the cost of producing hogs 
to usual market weights of 220 pounds. The 
exact proportion may vary from 45 to 55 percent 
depending upon the system of production and 
fluctuations in prices of feed ingredients as well 
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Table 1 
Statistical Analysis of Food Price Components 

Dependent Independent Regression 
Variable Variable Coefficient 

t 
Value R2 

Y B 0.0228 14.29** 0.755' 

B A2 0.0969 7.04** 0.429" 

B A, 0.1471 6.32** 0.377' 

B A3 0.0869 5.67** 0.327' 

Y = month-to-month changes in the index of finished consumer food 
prices for January 1975 through August 1980. 

B = month-to-month changes in the index of wholesale prices of 
meats, poultry, and fish from January 1975 through August 1980. 

A2 = month-to-month changes in the index of prices received for hogs 
from January 1975 through August 1980. 

A, = month-to-month changes in the index of prices received for cattle 
from January 1975 through August 1980. 

A3 = month-to-month changes in the index of prices received for 
poultry from January 1975 through August 1980. 

"Indicates significance at or above the 99-percent level of probability. 

as other inputs. The major cost other than feed 
is the initial outlay for the feeder pig, which 
typically accounts for around one-third of total 
production costs. 

Feed costs are the source of most of the 
volatility of hog production costs since the 
price of feeder pigs is also influenced by feed 
expenses. Thus, changes in feed costs are a 
major determinant of shifts in profitability of 
hog production and of the quantity of pork 
produced. 

Pork producers for whom feed costs are 
higher than usual and/or who receive lower 
prices for hogs than the majority of producers 
would likely be most sensitive to increases in 
costs of feed or declines in prices of hogs. In 
other words, the producers at the margin 
would be expected to cut their production first 
and by the greatest relative amount when 
profits shrink or disappear. By contrast, they 
should be the last to expand output when 
returns grow more favorable because of the 
greater risk of failure suffered by marginal pro-
ducers when conditions turn unfavorable 
again. If, however, marginal producers assess 
risk of failure in the same way as all other 
producers, they would expand hog production 

in approximately the same pattern as the major-
ity of producers. The major observable differ-
ence would be a proportionately greater 
volatility of supply in areas of marginal profit-
ability. 

Comparisions between the 
Southeast and Iowa 

The following analysis compares selected 
data on hog production in the Southeast with 
comparable series in Iowa, the major pork-
producing state, to determine (1) if the South-
east is a marginal area of production, (2) if hog 
production in the Southeast follows patterns 
that would be expected in a marginal area, and 
(3) if southeastern production is a reliable early 
indicator of changes in total pork output. 

Feed Costs 

The southeastern region is an area of deficit 
production of feed concentrates. Livestock 
feeders in the states of the Sixth Federal 
Reserve District must import significant propor-
tions of feed requirements from other regions. 
Thus, feed costs in the District would be 
expected to exceed those in the Midwest, at 
least by the amount of the cost of transporting 
feed to the Southeast. 

An examination of average prices paid for 
feed ingredients by farmers in the Southeast 
compared with those in Iowa reveals expected 

Chart 1. Prices Paid for Corn Meal 
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differences (see Table 2 and Charts 1 and 2). 
Corn meal prices in Sixth District states 
averaged $2.41 per cwt. higher than prices in 
Iowa during the six-year period from 1975 
through 1980. Soybean meal prices in District 
states averaged $0.81 per cwt. higher than in 
Iowa during the same period. The probability 
that differences this large could occur through 
chance alone is less than one in one thousand 
for corn meal and less than two in a hundred for 
soybean meal. The greater relative difference 
between prices of corn meal in the two areas 
would be expected because the Southeast 
produces a greater proportion of the soybean 
meal it uses than of the corn meal. On balance, 
statistical analysis confirms that hog producers 
in the Southeast pay significantly higher prices 
for feed ingredients than do producers in Iowa. 

Hog Prices 

The relatively small number of hogs pro-
duced in District states (less than 10 percent of 
the nation's supply) compared with major pro-
ducing areas would lead one to expect differ-
ences in prices received by farmers in the 
District as compared with Iowa. To the extent 
that slaughtering plants are smaller and less 
specialized in southeastern states, they would 
not be expected to pay as much for hogs as 
larger more efficiently operated plants in areas 
of more concentrated hog production. 

An analysis of average prices for market hogs 
for the period of 1975 to 1980 reveals a slightly 

Table 2 
Statistical Comparisons of Selected Data 

on Hog Production 
Standard 
Error of 

Difference 
Standard Between Calculated 

Average Deviation Means t 

Corn Meal Prices ($ per cwt.) 
District States $ 7.40 .651 
Iowa 4.99 .632 

Soybean Meal Prices ($ per cwt.) 
District States 11.87 2.04 
Iowa 11.06 1.95 

Hog Prices ($ per cwt.) 
District States 42.15 
Iowa 43.01 

.107 

.332 

22.53* 

2.44* 

6.39 
6.63 1.085 0.793 

"Indicates significance at or above the 98 percent level. 

higher average price received by Iowa pro-
ducers than District producers, but the differ-
ence is not statistically significant (see Table 2 
and Chart 3). Thus, differences in relative 
returns to hog producers in District states and 
in Iowa would be attributable largely to differ-
ences in production costs between the two 
areas rather than in the market prices received. 

Chart 2. Prices Paid for Soybean Meal: 
44% Protein 

Chart 3. Prices Received for Hogs 
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Net Returns Differ 

Differences in feed costs between Sixth Dis-
trict states and the Midwest would account for 
substantial differences in net returns to pro-
ducers in the two areas, even though prices 
received for hogs do not differ appreciably. 
Because of the higher cost structure and lower 
net returns in the Southeast, hog producers 
would be expected to respond more slowly to 
rising hog prices than their midwestern coun-
terparts. Or, hog prices would need to rise 
further and continue high for a longer period to 
induce production expansion in the Southeast. 
On the other hand, when hog prices fall, south-
eastern producers would be expected to expe-
rience net losses more quickly than midwestern 
producers and begin reducing production 
more rapidly as a consequence. 

Fluctuations in Hog Slaughter 

Although periodic surveys are made of hog 
producers' intentions, actual production some-
times deviates sharply from reported inten-
tions. Monthly slaughter data are the most solid 
information available on actual production by 
state. Although hogs are shipped across state 
borders for slaughter, on balance, the ship-
ments are assumed to be largely offsetting so 
that numbers slaughtered are a reasonably reli-
able indication of production, especially within 
a relatively broad area such as the six states of 
the Sixth Federal Reserve District. 

From January 1975 through December 1980, 
monthly slaughter numbers in Sixth District 
states and in Iowa exhibited three major cycles 
(see Chart4). Production declined through 1975 
in response to the low livestock prices and high 
feed costs during late 1974 and early 1975. A 
trough was reached in November 1975 and 
slaughter began a sharp upturn in December in 
Iowa and in January 1976 in the District. 

The next building period continued, with a 
brief interruption in mid-1976, until early 1977. 
The peak in District states was reached in Janu-
ary with a steep downturn beginning immedi-
ately. The peak in Iowa occurred in April, three 
months later, although slowing growth was evi-
dent at the end of 1976. Iowa's production 
began a sustained upturn in January 1978, but 
District production did not increase appre-
ciably until January 1979, a full year later. Hog 

prices had risen from a relatively depressed 
level in early 1978 which, along with reduced 
feed prices, eventually provided southeastern 
producers sufficient incentive to expand pro-
duction. 

The production expansion phase continued 
throughout 1979 in both the District and Iowa. 
Slowing growth was evident in the District, 
however, by the end of 1979 when hog prices 
had again dropped abruptly from the levels in 
the first quarter of 1979. District hog production 
continued to grow modestly until July 1980 
when a downturn began. This drop came one 
month prior to the downturn in Iowa's produc-
tion in August 1980. 

During the period studied, increases in Dis-
trict pork product ion lagged behind the 
increases in Iowa's production from one to 12 
months. On the other hand, major downturns 
in the District's pork production preceded 
Iowa's downturn by one to three months. 
Although this behavior fits the general pattern 
expected, the variation from period to period 
limits the specific usefulness of indications pro-
vided by the District's pork-producing industry. 
In cases where movements in District hog 
slaughter lead Iowa's movements by only one 
month, the period of advance notice is too 
short to be of practical importance. 

Average Slaughter Weights 

When hog production turns unprofitable and 
growers become convinced that improved con-

Chart 4. Commercial Hog Slaughter as 
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ditions are not foreseeable, they move to cur-
tail their output by marketing their breeding 
stock. Because increasing numbers of mature 
sows are included in the volume of marketings, 
the average weights of animals slaughtered 
would be expected to increase (since sows are 
typically 100 pounds or more heavier than the 
usual market hogs). Data on sows as a propor-
tion of total slaughter numbers are not 
reported on a local (state) level although 
weekly proportions of sow slaughter are pro-
vided at the national level. However, a rise in 
average slaughter weights, information that is 
provided at the state level, could serve to indi-
cate when sow slaughter is increasing and when 
a reduction in pork output is imminent. 

An examination of the deviations in slaughter 
weights from the average level for each month 
over a period of six years failed to provide 
conclusive indications of changes in hog 
slaughter (see Chart 5). Although fluctuations 
in average slaughter weights occurred, they do 
not appear to be particularly related to the 
fluctuations in hog slaughter shown in Chart 4. 

It is apparent that slaughter weights can and 
do change for reasons unrelated to intentional 
changes in pork output. Growers sometimes 
hold market hogs longer than usual waiting for 

Chart 5. Variations in Slaughter Weight 
of Hogs* 

price improvement, so that when slaughter 
eventually occurs, the weights of market hogs 
may be several pounds heavier than normal. A 
reduction in feed costs with hog prices holding 
steady could stimulate producers to feed ani-
mals to heavier weights prior to marketing 
because the last pounds added, though less 
efficient than earlier gains, become increas-
ingly profitable as feed costs decline. 

Another possible explanation for the absence 
of the expected relationship is that even though 
increased sow marketings cause average 
slaughter weights to rise, it need not necessar-
ily indicate a nearby reduction in hog produc-
tion. Producers can withhold young females 
(gilts) from the market at the same time they are 
selling sows so that breeding stock and produc-
tion potential is being maintained in spite of an 
increase in sow marketings. The proportion of 
gilts in the flow of hogs to market is not 
reported, so it is not possible to determine 
when changed withholding rates of gilts may 
indicate potential changes in future hog pro-
duction. 

Summary 

The District is a marginal area of pork produc-
tion because feed costs are significantly higher 
than the most concentrated area of hog produc-
tion in the Midwest. When economic incen-
tives change, lower net returns in the Southeast 
cause producers to tend to expand output later 
and reduce output earlier than Iowa's pro-
ducers. Changes in average slaughter weights 
are not a reliable indicator of imminent changes 
in southeastern production. The tendency for 
southeastern producers to cut production early 
when losses begin is not statistically strong enough 
to confirm an imminent downturn in national 
pork output and a consequent upturn in meat 
prices. But the relationship may be useful when 
taken together with other indicators. 

—Gene D. Sullivan 
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