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The Perfect Storm: Analyzing the 2025 Egg Price
Surge Beyond Bird Flu

The American egg market is experiencing unprecedented price volatility, with the average cost
of a dozen Grade A large eggs reaching $4.95 in January 2025—a staggering 53% increase
from the previous yearlll. This price surge has prompted retailers like Trader Joe's and Costco
to implement purchase limits as consumers face the harsh reality of paying upwards of $10 per
carton in some regions. While headlines predominantly attribute this crisis to the highly
pathogenic avian influenza (HPAI) outbreak that has necessitated culling over 148 million birds
since 202211, a deeper analysis reveals a complex interplay of factors. The current egg price
crisis represents a perfect storm where a devastating bird flu outbreak collides with long-
standing structural vulnerabilities in the egg industry, creating ripple effects that extend far
beyond the immediate supply shock.

The Uniquely Fragmented Egg Industry Structure

The American egg industry operates with a distinctive structure that makes it particularly
vulnerable to supply shocks. Unlike many agricultural sectors that have consolidated into
primarily corporate ownership, the egg industry remains largely composed of family
businesses2l. Tim Dawson, former CFO of Cal-Maine Foods, described this fragmentation in a
2021 interview: "The egg industry still, today, is largely composed of family businesses... Cal-
Maine is the largest not only in the US but in the world, but most of the companies in the industry
are family businesses" 2.

This fragmentation creates a market where Cal-Maine Foods stands as an exception—a publicly
traded company approximately 60% larger than its nearest competitor (Rose Acre Farms) and
more than twice the size of the third-largest producer2. The industry's family-owned nature
has historically created a path for consolidation through generational transitions, with Dawson
noting, "when those families get ready to make a change, Cal-Maine is there" [21. However, this
same family-oriented structure potentially impedes rapid industry response during crises, as
decision-making remains distributed across numerous independent operators rather than
coordinated by a few large corporations.

Perhaps most crucially, the egg industry exhibits extraordinary price volatility even during
normal operations. Dawson characterized the market by saying, "egg pricing is not only
seasonal. It's cyclical. It's just extremely volatile" 2L, He recalled an instance where "the price
changed 38% in eight days"12l—a level of volatility that exceeds many other agricultural
commodities. This inherent volatility means that when supply disruptions like bird flu occur, price
movements can be sudden and dramatic as the market struggles to find equilibrium.



Feed Costs: The Dominant Production Economics

While bird flu has captured headlines, feed costs have traditionally been the primary
determinant of egg economics. According to Dawson, "Between 50-65% of that cost is feed
cost, so the overwhelming factor for egg production cost is the cost of feed" 2 This feed
composition primarily consists of corn and soybean meal in approximately a 3-to-1 ratio, with
limited flexibility to alter this formulation without affecting productivitym.

The relationship between feed costs and egg prices follows a counter-intuitive pattern. Rather
than simply passing costs directly to consumers, higher feed costs historically created a
different effect: "Cal-Maine was typically more profitable during higher-feed-cost periods,"
Dawson explained, because "when feed costs were higher, it had an inhibiting effect on hen
numbers, and therefore, the supply-demand balance was better" 2. This observation suggests
that even before the bird flu outbreak, rising corn and soybean prices would have created
upward pressure on egg prices by discouraging flock expansion.

The mathematics of this relationship are straightforward: "For every USD 0.25 increase in the
cost of a bushel of corn, it impacts their feed cost by a penny per dozen," stated Dawsonl4.
With corn prices exceeding $7 per bushel in recent months—historically high levels—the feed
cost pressures would be substantial even without avian influenza disruptionsﬂl. This feed cost
dynamic creates a background of economic pressure that amplifies the effects of any supply
disruption.

Retail Distribution and Strategic Positioning

Cal-Maine's strategic emphasis on retail distribution rather than food service channels
represents another structural factor relevant to today's price dynamics. The company directs
approximately 90% of its sales to retail channels, primarily supplying major grocery retailers like
Walmart, Publix, and H-E-BL2. When questioned about this retail concentration, Dawson
explained, "l don't think it's not taking advantage so much as they believe that's a better
business to be in, and that's why they're in that business" 121

This retail-focused strategy proved advantageous during the COVID-19 pandemic when "egg
demand at retail stayed very strong" while food service demand declined2l. However, in the
current bird flu crisis, this retail concentration means supply limitations directly impact the most
visible segment of the market—grocery store shelves—potentially intensifying consumer
perception of shortages and price increases.

The seasonal demand patterns Dawson described further complicate the picture: stronger
demand during holidays (Easter, Thanksgiving, Christmas) and weaker demand during summer
months[2l. With bird flu outbreaks intensifying in late 2024 through early 2025, the supply
shock coincided with traditionally high-demand periods, creating maximum price pressure. This
timing magnifies the perceived crisis as consumers face higher prices precisely when cultural
and seasonal factors already drive increased egg consumption.



Cage-Free Transition: A Capital-Intensive Structural Shift

The industry's ongoing transition toward cage-free production represents another significant
structural factor affecting both supply and costs. Dawson explained that animal rights groups
had successfully lobbied for legislation requiring cage-free production in several states, with
retailers making commitments that would require approximately 70% of production to be cage-
free by 202512 vet at the time of his 2021 interview, only about 26% of production was cage-
freeld.

This transition requires substantial capital investment. "Cal-Maine has spent lots and lots of
money in converting to cage-free facilities," Dawson noted 2. The company's recent acquisition
activities confirm this continued investment, including a joint venture with Rose Acre Farms for a
large cage-free facility in Texasi4.

The capital requirements for cage-free conversion potentially limit the industry's ability to
quickly rebuild capacity following bird flu outbreaks. Producers face a difficult decision: invest in
replacing conventional capacity that may soon require conversion, or accelerate cage-free
transitions despite higher production costs. This dilemma may extend the supply shortage as
producers hesitate to commit capital amid uncertainty about future regulatory requirements and
consumer willingness to pay premiums for cage-free eggs during price spikes.

The 2025 Bird Flu Impact: Unprecedented Scale

Against this backdrop of structural factors, the highly pathogenic avian influenza outbreak has
delivered a severe supply shock. Since 2022, over 148 million birds have been culled across the
United States, including more than 20 million egg-laying chickens in the last quarter of 2024
alonelll, These losses resulted from standard culling practices to control virus spread.

The impact has directly affected even the largest producers. In April 2024, Cal-Maine Foods
reported a bird flu outbreak at its Texas facility, leading to the culling of approximately 1.6 million
laying hens and 337,000 pullets, representing 3.6% of its total flock 1. This direct hit to the
industry's largest and most financially resilient producer underscores the unprecedented scale
of the current outbreak.

The culling has created immediate supply constraints. USDA reports note "very light to
moderate" egg supplies, with little chance for immediate improvementll. Unlike some
agricultural commodities, eggs have limited global trade exposure. Dawson observed, "There
are not huge export markets for eggs... exports are a much smaller piece of the business than it
is of other major agricultural commodities in the US" [2l. This limited import/export flexibility
means the United States cannot easily offset domestic shortages through international trade,
amplifying the price impact of domestic production losses.

Comparing Bird Flu and Structural Factors

While bird flu undoubtedly created a significant supply shock, structural factors both amplified
its impact and may account for a substantial portion of the price increase. These factors interact
in several important ways.



First, the industry's fragmented, family-owned structure potentially impedes rapid crisis
response. As Dawson explained, industry consolidation historically occurs primarily when
"families get ready to make a change" (2, suggesting limited flexibility to quickly transfer assets
or scale production during emergencies. This fragmentation potentially delays capacity
rebuilding compared to more consolidated agricultural sectors.

Second, feed cost pressures create a double burden during bird flu outbreaks. With corn and
soybean prices at elevated levels, producers face higher input costs precisely when their
production volume has decreased. This combination squeezes margins and may further
discourage rapid flock rebuilding, extending the supply shortage beyond the immediate culling
effect.

Third, the timing of the bird flu outbreak coincides with both seasonal demand peaks and the
cage-free transition deadline many retailers set for 2025. This creates a complex decision-
making environment for producers rebuilding flocks while simultaneously navigating
sustainability commitments. The uncertainty could delay capacity restoration as producers
hesitate to commit capital amid changing expectations.

Fourth, Cal-Maine's retail-focused distribution model means supply shortages directly impact the
consumer-facing segment of the market, potentially magnifying public perception of the crisis.
Unlike shortages in business-to-business agricultural segments, egg scarcity is immediately
visible to consumers in their grocery shopping experience.

Implications Beyond Price: Industry Transformation

The current crisis may accelerate structural changes in the egg industry. Cal-Maine's greater
financial resources position it to weather the crisis and potentially acquire struggling family
operations, accelerating industry consolidation. As Dawson noted, acquisition opportunities often
arise during "times of change," and the financial strain of bird flu on smaller producers could
create exactly such conditions 2.

The crisis may also influence the pace of cage-free transition. If producers must rebuild flocks,
they face pressure to immediately adopt cage-free systems rather than investing in soon-to-be-
obsolete conventional housing. However, this pressure comes precisely when capital is most
constrained due to production losses and when consumers are most price-sensitive. The
resolution of this tension will shape the industry's future structure.

Finally, the crisis highlights vulnerability in the domestic egg supply chain. Dawson's observation
that "There are not huge export markets for eggs"lgl cuts both ways—while limiting export
losses during domestic shortages, it also prevents imports from easily offsetting production
losses. This limited global trade integration increases the importance of domestic production
resilience, potentially driving greater investment in biosecurity and disease prevention.



Conclusion: A Multi-Dimensional Crisis

The record-high egg prices of 2025 result from a perfect storm where bird flu triggered a supply
shock within an industry already characterized by fragmentation, feed cost pressures, retail
concentration, and ongoing cage-free transitions. While the culling of 148 million birds created
an immediate and severe supply disruption, the industry's structural characteristics have
amplified its impact and may prolong price elevation even after the outbreak subsides.

Neither bird flu alone nor structural factors in isolation fully explain the current price surge.
Rather, the crisis demonstrates how underlying vulnerabilities can turn a significant but
manageable disease outbreak into a market-wide price shock. As the industry works to rebuild
capacity, consumers may continue facing elevated prices until either bird flu is controlled or
producers can increase flock sizes despite ongoing structural challenges.

The 2025 egg crisis ultimately reveals the intricate interplay between immediate disease
pressures and long-standing industry characteristics—a lesson that extends beyond eggs to our
broader understanding of agricultural markets and food security. True resilience requires
addressing both immediate threats and underlying structural vulnerabilities, a challenge that
producers, policymakers, and consumers will continue navigating in the months ahead.
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