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The Changing Commodity Scene 

Brand Names Sell Broilers 

Edward H. Easterling and Thomas A. Stucker 
(202) 786-1525

T
he answer to the old question,
"Which came first, the chicken or the 

egg?", is clear when tracing the poultry 
industry's development. Egg sales were 
more important until the l 940's, and 
chicken meat was a secondary industry. 
Today, broilers, by far, are the largest in
come producer for the poultry industry. 

As the broiler industry has grown, it 
has changed markedly. Producers are 
larger and more specialized and are in
creasingly performing all functions from 
farm to retail. Broilers (chickens less 
than 9 weeks of age) are now cut up, 
packaged, and transported directly to re
tail by producers. These significant 
changes have helped spawn a relatively 
new trend in the industry-retailing prod
ucts under the producer's brand name. 

Today, over 40 percent of broilers 
reach the consumer as branded products, 
with some markets much more heavily 
penetrated. In the New York market, for 
example, over 90 percent of the broilers 
were sold under processor brands in 
1982. Producers spent more than $4 mil
lion advertising their products in the New 
York market, and $30 million nation
wide. 

Cost and Nutrition Boost Demand 

The broiler industry has grown along 
with U.S. consumer demand for a low
cost, high-protein food. As a result, per 
capita broiler consumption has nearly 
doubled in the last 20 years, from 29.6 
pounds in 1965 to a projected 55.9

pounds in 1985 (figure 1). Total broiler 
slaughter grew from 5.1 to a projected 13 
billion pounds, a gain of 155 percent dur
ing this period, while the U.S. population 
expanded only around 20 percent. 

Several competitive advantages, with 
price a key aspect, underlie poultry's in-
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Per capita broiler consumption has nearly 

doubled in the last 20 years, from 29 .6 pounds 

in 196S to an estimated SS.9 pounds in 198S. 

creased popularity. Retail broiler prices 
increased 95 percent between 1970 and 
1984, but real (adjusted for inflation) 
prices declined 37 percent (figure 2). 
Meanwhile, retail beef prices rose 135 
percent, while real prices fell 12 percent. 
Retail pork prices increased 110 percent, 
but real prices declined 22 percent. 

Greater interest in nutrition and health 
may also be a reason for the increased 
demand for broilers. Recent emphasis on 
the nutritional value of broilers as a 
high-protein, low-fat food has brought 
this meat to the attention of many con
sumers. 

Selling Consumers on Poultry 

The poultry industry has been quick to 
discover that perceived nutritional advan
tages, as well as ease of preparation

'. �an
form the basis for successful advertismg 
campaigns. Thus, advertising expendi
tures by poultry producers more than 
doubled between 1972 and 1982. At the 
same time, advertising by the industry 
without reference to a specific producer 
or processor (generic advertising) fell by 
almost 60 percent. While increased brand 
advertising expenditures may reflect 
higher costs for advertising, the number 
of firms promoting their products also 
grew from 15 to 28. 

Processors stress actual or apparent 
differences between their poultry prod
ucts and those of their competitors. 
These differences include tenderness, 

Figure 1. Poultry Consumption Rising Rapidly 
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Branded whole or cutup chicken makes up a 
significant portion of poultry sales. 

Figure 2. Price Is a Major Factor in Poultry's Gain Over Red Meats 
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freshness, chilling techniques, packaging, 
and even color of the birds. Some pro
cessors promote customer service, such 
as packaging cut-up parts. 

The dominant form of advertising 
stresses quality and bird color. For in
stance, much of the Northeastern United 
States prefers a deep yellow pigmented 
bird, which is achieved through feed in
gredients that may increase the ration 
cost by as much as $1.50 to $2.00 per 
ton-or a quarter of a cent per ready-to
cook pound of broiler. The firm using this 
form of brand identification spent an es
timated 1 cent per ready-to-cook pound 
of broiler in advertising. 

Why Has Branding Caught On 

in the Broiler Industry? 

Branded whole or cut-up broilers and 
turkeys make up a significant portion of 
poultry sales, unlike most red meat which 
remains largely unbranded except in 
further-processed forms such as sausage, 
bacon, and ham. Poultry brands identify 
the single firm that raised, processed, and 
marketed the bird, not just the firm that 
processed the retail product as in the case 
of red meats. The reason for this differ
ence lies in the structure of the two in
dustries more than product characteris
tics. 

In the broiler industry, a firm may in
dependently coordinate all aspects of pro
duction and marketing from hatching 
baby chicks to sending ready-to-cook 
birds to retail stores. Doing all these 
tasks under one management, known as 
vertical integration, assures standardiza
tion and control of the items used in pro
duction and the final product. In the end, 
there's usually a better, more uniform 
bird to sell, which has spurred processors 
to associate their name or brand with the 
products. 

Today, products are packaged, 
weighed, and priced by the processor, a 
system that helps the retail store avoid 
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some labor costs and gives them products 
that are easy to handle and display. The 
innovation of tray packing and the uni
form product code (UPC) allows all of 
the functions through pricing to be per
formed by the processor. The UPC lends 
itself to better inventory control at the re
tail level, another aid in quality control. 

The four largest vertically integrated 
firms represented 34 percent of the 
broiler market in 1983, compared with 
only 17 percent in 1973. The inarket 
share of the 20 largest broiler firms in
creased from 46 percent to 73 percent 
during the same period. 

As fewer firms compete for market 
shares, they have increased product 
branding. Each firm wants to increase 
sales while assuring steady and predict
able demand for their perishable product. 
The industry is capital-intensive, and 
huge product volumes and narrow mar
gins make the firms highly susceptible to 
market volatility. 

Branded Poultry Brings 
Changes at the Store 

Branded poultry has brought changes 
to the display cases at grocery stores. As 
more consumers ask for a specific brand 
of chicken, retailers may devote propor
tionally more selling space to these popu
lar products. Such a change provides pro
cessors with a larger, steadier outlet for 
their products. 

The retail chain also has an interest in 
promoting more chicken-whatever the 
brand. Fast food establishments have 
directly cut into food sales by retail gro
cery stores. To compete with fast food 
restaurants for consumer food expendi
tures, processors use their advertising 
dollars to stress, in addition to price, ease 
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In the broiler industry, a firm may 
independently coordinate all aspects of 
production and marketing from hatching baby 

chicks to sending ready-to-cook birds to 
retail stores. 

in preparation, such as microwave cook
ing and stir frying. 

A successful brand awareness cam
paign that lures consumers into the gro
cery store to buy chicken will also gen
erate sales of other products. This has 
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led to cooperative advertising agreements 
between the brand processor and the re
tail chain. 

This evolving relationship can affect 
the operating procedures of both. For ex
ample, if large retail chains choose to use 
a single processor, they will probably 
want one that can service an entire re
gion, which could mean 100 stores or 
more. Retailers would also want to be as
sured that the processor can meet special 
and seasonal demand and create new and 
innovative products. 

These requirements may give the ad
vantage to processors with more than one 
slaughtering plant. Furthermore, as an 
optimal bargaining position, many large 
retail chains contract with several smaller 
processors to provide a "house" brand. 
The processors agree to meet certain 
quality standards and volume require
ments and apply the store's name to the 
product. This gives retailers the benefits 
of selling advertised branded products, 
but the freedom of not being tied to a 
price structure out of their control. 

Taken together, branding and other 
evolutionary changes in the production 
and marketing of broilers have revolu
tionized the poultry industry. From a 
byproduct of the egg business, modern 
broiler production has grown to challenge 
the giant red meat industry. With the 
growing use of branded poultry products, 
the broiler industry is exploring new 
areas in marketing as well as production 
that will benefit consumers with more in
formation and better products in addition 
to the efficiencies and lower product costs 
already facilitated by structural changes in 
the industry. o 
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