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THE INDIANA HATCHERY INDUSTRY

Robert J. Williams, Kelly L. Ball and Edwin E. Niles
Department of Agricultural Economics

During the past decade, the poultry in-
dustry has experienced many dynamic changes
in its over-all organization and operating
practices. Today, the poultry industry, a
$3.3 billion industry, is vitally concerned
with many new ideas. For example, specifi-
cation buying, integrated complexes, control-
led environmental housing, and direct buying
of production inputs are a few of the changes
being discussed most frequently. These
changes, in turn, have affected the hatchery
segment of the poultry industry.

The Problem

Statistics on hatcheries show a decided
trend toward fewer and larger firms. The
number of hatcheries in Indiana declined from
356 in 1953 to 134 firms in 1963, a decrease
of about 60 percent over a span of ten years.
During this period total egg capacity also de-
creased, while average egg capacity per
hatchery increased.

that the trend toward fewer but larger pro-
ducing units is either complete or even slow-
ing down.

As technological, institutional, and or-
ganizational changes occurred throughout the
production and marketing phaseg?(\%ze poultry
industry, the atomistic structlﬁ%‘ﬁmna's
hatchery industry was faced prob-

lems. To date, little data ha en recorded
on the adjustments made Qr;l?} heries.

/
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The Study | /x

To estabhéh\\%e benchmarks on the
present statu ndiana hatchery indus-
try, a pers/crn terview survey was conduct-
ed with commercial hatcheries located in
Indlanf Lﬁfo\rﬁ{atlon was gathered for the

ye;grs i‘\%‘,é }nd 1961. The specific objectives

| ‘
/)

To determine organizational and

,~ operational characteristics of hatcheries in

Some hatcheries facing declining hatch-

ery sales.have looked to integration and&

duct diversification as means of incre
sales volume. Others have closed %9
and entered other lines of busmess\\
To a large extent, changes occurring in
the Indiana hatchery 1nd@tr§(a//pe x:losely re-
lated to changes occur eggéroductmn
operations. Between 19 959 the num -
ber of farms in Indi eporting chickens on
hand, four months and r, declined from
103, 000 to 63,000. However, eggs sold in-
creased from 106 million dozens to 137
million dozens during this five-year period.
Thus, Indiana egg producing operations have
become more specialized with no indication

{Indiana.
)

2. To determine management practices
of Indiana hatcheries in production and mar-
keting policies.

3. To establish a benchmark for future
comparative studies of the Indiana hatchery
industry.

An attempt was made to contact each
firm listed as a member of the National
Poultry Improvement Plan or the National
Turkey Plan. In total, 82 usable schedules
were obtained from a population of active
hatcheries estimated to be around 100 hatch-
eries.



Table 1. Eggs set and egg capacity.

Total number of Average egg capacity
Number eggs set per hatchery per hatchery

of 1961 1956 1961 1956

Firm size firm (000) (000) (000) (000)
Small 38 135 210 67 75
Medium 26 - 510 700 182 : 165
Large 18 2,731 2,102 319 284
Total or group 82 824 781 159 149
average o

-

Because of the large amount of unused eggs than in 1956. A dEC}inQ[:h/ total number
incubator capacity, the 82 firms studied were  of eggs set was also foum&%e' 6 medium -

grouped for analysis on the basis of number sized hatcheries. Hows e large firms

of eggs set in 1961. Using this basis, the set an average of 2, % eggs in 1961,

following three classes were obtained: 30 percent more % 56. Egg capacity
: per hatchery fro 0 1961 showed a de-

Firm Size Eggs Set in 1961 cline in small/hdtc fies and an increase for
medium and 1a§ge hatcherles

Small Less than 250, 000 eggs ;
Medium 250,000 to 999,990 cggs  Liooemfat on
Large More than 1, 000, 000 Tl% aﬂx{ysm of the study of the Indiata
h ery 1/11dustry is présented as a series of
Thirty-eight or slightly less than half cha ith a short explanation given below
of the hatcheries studied were classified —each chart. Since somany differentareas were
smadll (Table 1). In 1961 this group of firms f’ OVeredby the schedule; it was felt that this

set 135,000 eggs, or about 35 percent fewe ejr/fn of presentation would bring out the most
important points without cluttering the report

// \\\ with nharration.
—/

%ﬁ%\\ .
//:7 C



Organization
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BUSINESS ORGANIZATION

Figure 1. Form of business organization, Figure 2. Hatchery sales as percentage of
82 Indiana hatcheries, 1961. total firm sales, 82 Indiana hatcheries, 1961.
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Over half of the large and half of the medium- The pe}e}"é\nﬁﬁgﬁtribution of chick and poult
sized hatcheries were organized as corpora- sales ta to}al; firm sales increased as the

tions. Cooperatives were found in all three ifé’ff\f\jaafgﬂi/ery increased. The ratio of
size classifications. Proprietorship was the cgick agid poult sales to total sales averaged
most common form of organization found in percent for small hatcheries, 40 percent
small hatcheries. Because of the limited _ for medium hatcheries and 54 percent for
liability feature and availability of capital, // the large firm. Large hatcheries on a per-
the corporate form of organization seems \\‘,,,,/ﬁentage basis had more firms in the 76-100

A
to offer some advantages to the larger@ percent category than was the case for small
: : " and medium hatcheries, indicating less

i \\ diversification of business by the larger

@”\\\ ,//‘ firm.
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Important sources of other income, 82 Indiana hatcheries, 1961.

Percent of Hatcheries Reporting

7//////////////////// //////% 2 68%

34%

o,

38%

Figure 3.

Size of Other sources

firm of income
Feed

Small farm supplies
poultry production

) Feed

Medium farm supplies
poultry production
Feed

Lagge farm supplies

poultry production
20

77 %

33%

40 60 80 100

Most Indiana hatcheries were also involved in businesses other than operating a haE\Nhgq\yf
Selling of feed and farm supplies was reported most frequently. About one-third( of%

hatcheries were engaged in some phase of poultry production.

Figure 4. Egg-type chick sales by type of
buyer, 73 Indiana hatcheries, 1956 and 1961.

Independent 72%

producers

l
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Although declining in importance, independent
producers still account for half the egg-type
chick sales in Indiana. The number of egg-
type chicks moving into various coordinated
programs has increased since 1956.

O
Figure 5. Broiler chick s by type of

buyer, 31 hatchenes,/ @nd 1961.

Independent 44%
producers
1956 [
1061
25%
a’holesalers and 14,
other hatcheries
19%
Hatchery and 1%
grow-out units 119
0 10 20 30 40 50 60 70 80 90 100

Percent of Chicks

Over the last five years firms operating co-
ordinated programs have gained importance
as purchasers of broiler chicks at the expense -
of independent producers.



Figure 6. Poult sales by type of buyer, 7 Figure 7. Seasonal pattern of egg-type chick
Indiana hatcheries, 1956 and 1961. sales, 73 Indiana hatcheries, 1956 and 1961.
Independent 449,
producers ° 30%
64%
3 209
(=]
Hatchery owned 82% g
it
units 4% 1956 [:l ‘§ 109
1061 1N
Contracting 249
agencies
6%
Figure 8. Seasonal patterno iler chick
Hatchery 0% sales, 31 Indiana hatchexﬁigs/ 1956 and 1961.
contracted R g //
producers N~

26% (

0 10 20 30 40 50 60 70 80 90 100 X
Percent of Poults 20% \

Independent growers and hatchery contract-
ed operations purchased 90 percent of poults
sold by the firms studied. Since only 7 of
the 82 firms studied reported selling poults,
these figures may only approximate the
total situation.

:\\\\
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Percent of Sales

P Figures 7 and 8. With changes in techno-
Figure 9. Seasonal pattern of poult salg}s, ( dogical factors and demand factors, produc-
7 Indiana hatcheries, 1956 and 1961. x\\}f)ﬁon of table eggs and broilers has become

\( a year-around business. Figure 7 shows
30% /\ that the off-season egg-type chick hatch
e N U131 u/ ) has increased since 1956. Broiler chick
/ ) ]
/ ‘\‘“/ \\:y sales showed almost a uniform pattern
20% ! ~> q throughout the year.

10%

Percent of Sales

Sales of poults show a definite seasonal
pattern. High off-season production costs
and seasonal consumer demand tend to
keep poult sales as a seasonal business.



Figure 10. Most common order size, 82
Indiana hatcheries, 1956 and 1961.
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In all cases, the most common order size
as reported by the hatcheries studied in-
creased from 1956 to 1961. This increase

parallels the trend of increasing flock sizes.

The largest percentage increase in the most
common order size was made by egg-type
chick orders.

Figure 12. Speculation in hatching.

Egg-type Poults

The amount of speculation in setting eggs
without a firm order declined from 1956 to
1961. The increase in specialization within
the poultry industry has contributed to the
decline in speculative activity.
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Figure 11. Sales areas, 82 Indiana hatch-
eries, 1956 and 1961.
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Small 1961 -
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=]
(9]
Q
-
(9]
oy
Large
hatcheries

me to have a large

portion of their sales within a 25-mile -
radius of /tihé‘\‘\\h\at/éﬁlery. Selling areas of
mediun;/(ﬁaf@efiés were similar to those of
small h itcheries. However, large hatcher-

Small hatcherié

Eéf@mo% than half of their sales within

area\igj‘nore than 25 miles from the hatch-
ery.  Furthermore, almost 85 percent of

- the chicks sold by large hatcheries were de-

/ .
\\_ livered to the customer. This was not true

/X‘féﬁr small hatcheries where about 40 percent
\/ of the chicks were delivered with the re-

mainder being picked up at the hatchery.
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SELLING EFFORT

Figure 13. Rating of assistance available
from primary breeders, 62 Indiana hatch-
eries, 1961.

National 54%
advertising
13%
24%
13%

Fieldmen

Local
advertising %
57%
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]
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11% Most Effective
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Other
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Percent of Franchised Firms

Sixty-two firms or 84 percent of egg-type
hatcheries had at least one franchise from
a primary breeder. Usually the franchise
privilege was paid for by either a royalty
charge per chick sold, by purchasing hatch-
ery stock at premium prices or by a com-
bination plan. To enhance the value of the
franchise at the local level, primary breed-
ers provided promotional assistance of var-
ious types. When asked to indicate which,,

,,Eroph1
/ engars pencils, etc.).

Summary of Hatchery Selling Efforts

1. Volume discounts were emphasized
more by hatcheries selling egg-type chicks
and poults than was the case for br01ler
hatcheries.

2. Early order and seasonal discounts
were used most frequently by egg-type and
poult hatcheries.

3. Most hatcheries provided such ser-
vices as: debeaking, dewinging, dubbi
desnooding, and delivery of CthkS
these services were given w1thout
a pricing strategy.

4. Eighty percent of the /ak heries
studied extending credit pn an o#gz‘n account.
This was indicated as/a m area by

most hatchery managers,
5. Most selhn ities were carried

on by the manag: small hatchery
whereas largeff fir s/were more likely to

use specxahzeQ\sa/ es personnel.

/
6. A Ve\rnsmg by large hatcheries dif-

fered fr adf«/ertlsmg carried on by small
h herles‘ in that the large firm did practi-
cally bodwill advertising (county fair,

, etc.) and novelty advertising (cal-
All hatcheries ad-

type of promotional assistance was most e x\\wmmed through newspaper ads, direct

fective and next most effective, most hat
eries rated advertising assistance by %
mary breeders high. Furthermore, a r i-
mately 40 percent of the hatchery \Ij% rs
indicated that they would like mpﬁ?ﬁ%ﬂ)
promotional activities. Even so, 90 percent
of the managers rated thei chise agree-
ments satisfactory.

mailings and radio.

7. Breeding of chicks ranked ahead of
financial assistance and random sample
tests as merchandising aids. Some hatch-
ery managers discounted random sample
tests because "all" breeders have a winner.



HATCHERY EFFICIENCY

Figure 16. Incubator utilization, 82 Indiana
hatcheries, 1956 and 1961.
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Hatcheries classified lar /sho\»}a%ér/{ incuba -
tor turnover ratio (eggs <t\divid\i‘ej,f‘d by incuba-
tor capacity) twice that experiernced by medi-
um. hatcheries and almost four times that of
the small hatcherjes. | Higjl}er incubator uti-
lization generallyﬁfm\\exiisfdwa hatching costs
since fixed investment costs on incubating
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of sellin %n‘;t{
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HATCHING EGG PROCUREMENT

Figure 14. Sources of hatching eggs, 82
Indiana hatcheries, 1956 and 1961.
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Indiana hatcheries used a variety of sources
for hatching eggs--contracted and hatchery-
owned multiplier flocks were important one
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Figure 15. Methods of purchasing hatching
eggs, 82 Indiana hatcheries, 1961.
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Most hatcherie l&cq@mg egg-type hatch-
ing eggs paid pro eys either on the basis

of the market‘i«p\ricfe for eggs or a flat price
per dozen. 1 tchéries purchasing broiler -
type hat;}thg\eggs used schedules which
either rel ted prices to the market price of
s, a flat price per dozen or related price
ket price of broiler chicks. Hatch-
rchasing turkey eggs were more in-

to
_eries

“clined to pay on the basis of a flat price per

\Q\\do\“/z‘en or on a pricing schedule related to

The data also indicated a trend toward g@@%

er use of hatchery-owned multiplier ﬁl@c)ﬁg

as a source of hatching eggs for all t bgs /of
chicks and poults. Except for turkey hatch-
ing eggs, most of the hatching égég t were

produced in the state. Ap;@
percent of turkey hatchin
outside Indiana.

figinated

rmaf;/l}? 60

_hatchability.



	The Indiana Hatchery Industry
	

	tmp.1316805128.pdf.dsdWR

