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The Function of Market News

One of the most important problems the livestock producer faces is
how he can market his livestock to get the greatest net returns. He cannot
maximize returns unless he secures and properly utilizes adequate information
about his marketing alternatives. The same is true for the meat packer.

The meat packer seeks to maximize his net returns consistent with giving
good service to his customers. The objective of securing maximum returns
points to a need for accurate, adequate, and timely market information.
There is also a need for a closer examination of the vital role played by
market information in the marketing mechanism. Its role must be amalyszed
to assess the effect sufficient information, or lack of information, has on
the marketing system.

Before the role of market news can be thoroughly understood, the con-
cept of the market and its function in the economy should be defined. For
analytical purposes of this study the theoretical concept of the "perfect
market" is appropriate.

Shepherd defines the necessary conditions of a perfect market as a
market where all buyers and sellers have perfect knowledge of demand, supply,
and prices, and act rationally upon that knowledge.® This definition has

lgoeffrey S. Shepherd, Marketing Famm Products (Ames: Iowa State
College Press, 1955), p. 18.
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three elements involved: (1) a particular commodity, (2) a point in space,
and (3) an instant of time. These three elements correspond with the
orthodox division of utilities in economic theory into form, space, and
time utilities, respectively.

However, without further defining, the three elements involved are
relatively abstract concepts. The exact dimensions of the perfect market
can be defined within a theoretical framework which specifies the price
relationships necessary for prices to guide the distribution of a commodity.

In a perfect market the basic price of a particular commodity must
be uniform. Price relationships of various fomms of the commodity must be
of such nature that the difference in price of any two forms is equal to
the costs necessary to convert the product from one form to the other. If
these price relationships exist, the net value of any given commodity will
be equal in all economically feasible alternatives.

Prices for any product located on different parts of a geographical
surface should have a direct relationship with the costs necessary to
transport the product to a common point. In the situation where two sources
of supply of the same product are located at uneven distances from the
common market, the price paid in the farther supply area should be lower
than the price in the nearer by the costs necessary to purchase the services
required to move the product the distance separating the two sources of
supply. Conversely, if the situation exists where two geographically dif-
ferent market places are not the same distance from a common supply point,
the price differential will be the difference in cost necessary to purchase
the services for transporting the product between the two market places.



Finally, prices for a product are related over time by the costs

incurred by storing the product. To be perfect the seasonal variations
in price should equal the storage costs up to that time. Hence, the di-
mensions of the market are defined within a theoretical framework, and
even though in reality the market may be far from perfect, it can be ana-
lyzed using the perfect market model.

Economic theory traditionally seeks to analyze the workings of a
market on the structure the particular market may possess. Although this
market structure may take any one of many forms, theoretically the ideal
concept is "perfect competition." This concept can be utiligzed in a frame-
work of perfection. Perfect competition in the livestock industry, or any
other industry, requires the fulfillment of five basic ulunpuomxz

(1) There are a great number of both buyers and sellers, no one of
which is large enough to influence price through his action alone--any
individual fimm, whatever its nature, can sell all of its production at
the market price and likewise the output of any given firm is such that it
has no price and selling policy.

(2) Both buyers and sellers have perfect and equal knowledge of
all the factors which affect market conditions. Also, they will utilize
this information in an economically rational manner so as to maximige their
own individual gain.

(3) There are no collusive or restrictive agreements among either

buyers or sellers. In fact, there are so many buyers and sellers that

2Richard L. Kohls, Marke ricultural Products (New York: The
Macmillan Company, 1955), p. ﬁ



N
coalition by any relatively large group of them would be administratively
infeasible.

(L) There is no product differventiation. This does not mean there
are no differences in quality. However, products of like quality will not
be differentiated by brand name, advertising, extra services, etc.

(8) The factors of production are perfectly mobile and free to
leave one industry to enter another in which they could secure greater
returns. That 1s, no barriers to the flow of capital, labor, and manage-
ment exists.

Assuming that a free competitive marketing system is desirable,
how does information affect this market? Sumner Slichter in his book,
Modern Economic Society, says.

Upon a myriad of decisions concerning what to buy and what
to sell, and at what prices to buy or at what prices to sell,
made by millions of individuals, depends the working of the
economic order. If these decisions are made wisely and on the
basis of reasonably complete and accurate information, the
system of free private enterprise may work fairly well. But
naturally, the operation of the system cannot be better than
the decisions of those who determine what it does. If these
decisions are made by men who are ignorant of the relevant
facts or who do not know how to interpret them, we must expect
industry to act as if it were guided by ignorant men. . . .

It is of basic importance, therefore, in improving the operation
of free private enterprise, to make accurate and comprehensive
market information constantly and easily available to all buyers
and sellers. Not until this is dome, not until it is possible
for individuals to buy and sell intelligently, can we expect
free private enterprise to work satisfactorily--as if it were
directed by men of good JudcmntJ

Market news is concerned with the second condition of perfect compe-
tition: that both buyers and sellers have perfect and equal knowledge of

3Sumner Slichter, Modern Economic Society (New York: Henry Holt
and Company, 1931), pp. 853-85L.
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all the factors which affect the market and that they act in an economically

rational manner with respect to this knowledge. Adequate information sup-
plies the knowledge which the buyers and sellers have regarding supply,
demand and prices. It cannot guarantee that these buyers and sellers will
act rationally after they receive the information, but the more perfect

the knowledge the closer these individuals can approach this ideal. This
is not to say that if adequate information were available the ideal would
be reached, particularly when it is defined in Shepherd's three-fold speci-
fication, but merely points to the fact that as more information is secured
the closer the market will move to the "perfect state.”

Moving from the perfect market model to the market as it exists in
the economy, the role of market information is basically the same. There
are several basic requirements to be met if the marketing job is to be
performed ottooﬁnly.h First, all buyers and sellers must be equally and
adequately informed. This is necessary if we are to put our trust in com-
petitively established prices as our measure of economic value. Market
information must be collected and disseminated to all if this requirement
is to be fulfilled.

Second, there must be honesty in market dealing, for without honesty
the system is encumbered and its results distorted. Information that is
available to everyone will eliminate any and all attempts to deceive and
the marketing system will better distribute the returns for the good pro-
duced. Otherwise, either the producer suffers through reduced returns or

Uxenneth H. McCallister, "The Role of Market News in Marketing and
Some Problems," Journal of Farm Economics, 32:958-959, November, 1950.




the consumer through higher prices.

Third, there must be prompt, intelligent responses to changing
market conditions. This is necessary if prices for individual commodities
are to be kept in line with changing supplies and market demand; if availa-
ble supplies are to be so distributed among the consuming centers as to
bring the greatest return; and if there is to be coordination in pricing
among all levels of trading: at the farm, at wholesale, and at retail.

Within this third basic requirement of an effective marketing
mechanism lies the most important aspect of market information. The
quantities of individual agricultural products that move to market vary
much more than do the quantities of manufactured goods; therefore, a
greater burden and responsibility is placed on the marketing mechanism to
clear up gluts promptly and adjust to supply deficiencies. Market news
assists producers and shippers to locate quickly the most advantageous
places to sell, and it aids buyers in discovering the best localities in
which to buy. Moreover, if our marketing system is to be effective in
promptly reflecting values and guiding distribution, the price adjustments
required by changing supply and demand conditions must be made as nearly
simultaneously as possible at all levels of trading--at the fam, at whole-
sale, and at the retail level.

As information about the market situation becomes more complete,
the market will become more efficient. Although one of the essentials of
the perfect market is the prevalence of a uniform price for the basic com-
modity, this situation can exist and the market still not operate at its
optimum. For :l.nstfn« s the theory of the perfect market states that the
price of the commodity be differentiated only by the added costs of trans-
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porting, processing, and storing. However, the costs involved in marketing

may not be uniform for all firms operating in the merchandising of a par-
ticular product. Theoretically, operating under the perfect concept, those
firms with high costs must be driven out in the long run. This may create
a problem by eliminating another of our perfect requirements: that of many
firms being present. Market news provides a way to help solve this problem.
Complete and accurate reports, equally available to all, will stabiligze
production costs within a range that could be affected only by economies

of scale.

Information about the marketing situation--particularly when used
in connection with recognized grades--reduces the amount of physical handling
and time required to move many of the farm products from farm into consump-
tion. It does this by facilitating trading between buyers and sellers
located at distant points. BSuch trading avoids the alternative costs of
moving farm products to some central point of concentration in order that
buyers and sellers, or their hired representatives, may meet together,
higgle over prices, and then engage in the process of redistributing the
products. Under most conditions, it is much cheaper to transmit the neces-
sary infommation needed in trading than it is to bring the commodities and
all the buyers and sellers together.

If all buyers and sellers have equal information, competition will
be on an efficiency or performance basis (assuming the individuals involved
are capable of, and act rationally with respect to the information), rather
than on a price basis, and the multi-firm, uniform price concept of the
model of perfection will come closer to being realized.



Purpose and Objectives

The total livestock industry is made up of several parts. The live-
stock are produced on the farm and sold to the meat packer for processing
into the various cuts. Once this is done the processor must either sell
to a wholesaler or act in this capacity himself. From the wholesaler the
meat goes to the retailer and eventually the consumer. The entire marketing
system of livestock can, therefore, be constructed in five levels: the
producer, the processor, the wholesaler, the retailer, and the consumer.
These levels are tied together by numerous alternative marketing channels.

Market news is not static in nature, nor is it localized to any one
level of the marketing process. It must, if it is to be of greatest value,
cover all levels of the process; from production to consumption., This
particular study does not attempt to analyze market information at all
levels of the marketing process for livestock and livestock products.
Rather, it is confined to the producer and meat packer levels, with the
place of specific producer market outlets taken into consideration as a
factor which links these two important levels of the marketing mechanism
together.

The specific objectives of the study are:

(1) To determine the amount and nature of livestock marketing
information available in Tennessee.

(2) To determine to what extent the parties involved use exist-
ing information.

(3) To determine which market outlets are preferred and ordinarily
used by the livestock producer and meat packer.
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() To establish reasons why these particular outlets are preferred.

(5) To determine bases upon which livestock marketing information
might be improved.

Procedure

Formal research procedure requires working assumptions to be proven
or rejected by the research data. For analytical purposes the basic ob-
jectives of this study can be transformed into working assumptions. Thus
transformed, these assumptions can be stated:

(1) The amount and nature of livestock marketing information
available in the state is inadequate.

(2) The parties involved do not make full use of existing informa-
tion.

(3) The marketing outlets formerly preferred are no longer as im-
portant as they were.

(4) Convenience and inter-market price relations have caused
shifts in market preference.

(5) Opportunities are available to improve livestock marketing
information.

To test these assumptions data were collected as a part of a Southern
Regional study from selected livestock producers and meat packers throughout
the state.® A total of 26k producers were interviewed from well defined

5m- study is part of a regional plan of livestock marketing re-
search in which a number of Southern States and the Agricultural Marketing
Service, United States Department of Agriculture are cooperating. Each
state conducted its research program; however, there was joint planning
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areas stratified within fifteen selected counties by statistical sampling
techniques. The sample was a random, stratified sample prepared and con-
tributed to the Tennessee Agricultural Experiment Station by the North
Carolina Institute of Statistiecs. Counties sampled included Carroll, Obion,
and Henry in West Tennessee; Putnam, Overton, Jackson, Smith, Wilson,
Rutherford, Lincoln, and lLawrence in Middle Tennessee; and Sevier, Greene,
Cocke, and Blount in East Tennessee (Figure 1).

Data were also collected by personal interview from thirty meat
packers representing all parts of the state as well as various sizes of
operations. The sample included seven federally inspected packers located
in five major cities; fifteen non-federally inspected packers slaughtering
over two million pounds liveweight annmally, located in eleven different
cities; and eight non-federally inspected packers slaughtering less than
two million pounds liveweight annually, located in seven different cities.
The total sample has eight packers in West Tennessee, twelve in Middle
Tonnoaaoﬁ, and ten in Bast Tennessee.

The analysis includes buying and selling practices of both producers
and packers, taking into consideration such factors as volume of livestock
handled, outlets used for the commodity marketed, and the type and amount
of information available, used and desired.

Definitions

Before any particular subject is analyzed or discussed the exact

and coordination of the research through a regional technical committee
representing each of the participating states and agencies. This thesis
presents the results of research conducted by Tennessee and unless other-
wise stated, all analysis is based on complete sample size: 264 livestock
producers and thirty meat packers.
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terminology used should be well defined. This helps organize the material
in a more presentable form, and aids in following the analysis.
Producer: Any farmer who operates a farm in the sampled area and
marketed a total of ten or more head of livestock during the previous year.
Processor (meat packer): Defined in this thesis according to three
criteria: (1) Federally inspected plants, (2) non-federally inspected
plants handling over two million pounds liveweight of livestock annually,

and (3) non-federally inspected plants handling less than two million pounds
liveweight but more than three hundred thousand pounds liveweight annually.
Market outlet: For analytical purposes all market outlets used by
livestock producers in the state have been grouped into four classifica-
tions: auctions, temminals, direct to packers, and country sales. :

Inventory of Market News Dissemination in ‘rcnmuu6

Most market information available in the state is obtained through
the Pednrﬁl Market News Service, either directly or indirectly. For the
United States federal reporters in December of 1956 provided information
on market receipts, supplies, market conditions, and prices at which live-
stock were sold from thirty-five public livestock markets. These reports
included two direct marketing areas, six wholesale meat centers, and the
national wool trade.

Federal livestock news coverage in Tennessee consists of two report-
ing offices, one in Nashville (established in 1930) and one in Memphis

64, B. Badenhop, "Livestock Market News Services in Tennessee"
(Unpublished data, Department of Agricultural Economics, The University
of Tennessee, 1956).
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(established in 1548). lNashville is recognized as the more important re-

porting center of the two for Tennessee fammers. BReporters cocllect the
information on these two markets from buyers and sellers while trading is
in progress. In evaluating this information and in reporting existing
market conditions, the market news reporter uses the standard grades for
livestock adopted by the United States Department of Agriculture as the
basis for reporting. Once the information is collected and edited, it is
disseminated by means of leased wire, press associations, radio, newspaper,
telsgraph, mailed report, bulletin board, telephone, personal contact, and
other methods of news releases. Of these media the three most important

in Tennessee are wire, radio, and newspaper.

Wire

Both Nashville and Memphis have teletypewriters for receiving and
transmitting market news information over the leased wire service of the
United States Department of Agriculture. By means of teletype and tele-
phone these two market news offices send the livestock market reports to
Western Union, which then transmits the informmation to packers, buyers,

farmers, bankers, commercial papers, and others on a subscription basis.

Radio

Although the leased wire system is used extensively by a majority
of the meat packers in the state, it is beyond the reach of most livestock
producers. Some other means has to be used, one of which is the radio.
There are eighty-nine radio stations in the state. In a survey of these
stations made in October 1956 by the United States Department of Agricul-
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ture, 70 per cent responded to mailed questionnaires. Of those that re-

sponded, 89 per cent reported broadcasting some livestock market news.

This survey also showed that most radio stations broadcast market
news some time between 11:00 a.m. and 1:00 p.m., Monday through Friday,
and that market news information on the Nashville market is by far the most
widely disseminated in the state. Over L3 per cent of the stations surveyed
reported carrying market news from that area while only 11 per cent were
carrying Memphis market news. Fifty per cent of the stations reported
broadcasting either the Nashville, Memphis, or both livestock market news
reports. Market reports from other areas also are important to the live-
stock industry in Tennessee and are broadcast to some extent by some radio
stationc. The most desired market reports outside the state are those for
Chicago, St. Louis, and Cinecinnati. Reports from Louisville, Atlanta, and
Montgomery are also broadeast.

Newspaper

Another major source of market news for Tennessee livestock producers
is the newspapers. Newspapers, however, do not offer as timely information
as radio, but they serve as a reference for radio reports and are generally
more complete. OSeveral markets are usually reported in the metropolitan
daily papers as they are received from teletype, generally from United
Press or Associated Press, and are exactly as those the experienced market
news reporter compiled.

There are 155 newspapers published in Tennessee, of which six are
daily morning papers and twenty-two daily afternoon papers. The others are
either published weekly or twice weekly. Of these, all the morning dailies
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and 5 per cent of the afternoon dailies carried livestock market informa-

tion in 1956. Little livestock market news was disseminated through the
weeklies. Only occasionally were local auction sale results or market
conditions mentioned, and this generally did not follow an organiged pat-

tern of reporting.

Other Media

Other methods of disseminating Federal Livestock Market News, such
as telephone calls, personal contacts and mailed reports, are important
to certain individuals and groups in the livestock industry. Although not
as important as radio, newspaper, and wire, these services are available
to those who request them.

In addition to reports of the Market News Service, livestock pro-
ducers and processors in the state also have available releases about
marketing conditions provided by the state statistician. These bulletins
are generally in the form of outloock information and usually follow a
seasonal pattern with respect to time of release. Included in these re-
leases are such things as the number of livestock on famms, numbers of
related commodities, acres in given crops, and prices; all of which provide
valuable information to the livestock man in making long-run managerial
decisions for production and marketing.

Distribution of livestock market news is also practiced by some
private agencies. Included in these are farm magazines and publications
by non-government news services. These are usually of outlook nature and

find their value when used in making long-run decisions.



CHAPTER II

THE LIVESTOCK PRODUCER

Livestock production is one of Tennessee's most important farm
industries. In 1956 there were one and eight-tenths million cattle and
calves, one and two-tenths million hogs and three hundred thousand sheep
and lambs on Tennessee farms.l The total value of the livestock enterprise
was estimated at one hundred forty-eight million dollars.2 This production
is of greatest value to the producers only when it is successfully dis-
tributed to those who are willing to pay for it. This successful distribu-
tion calls for a sound basis for making frequent and prompt decisions by
the individuals involved. For the marketing system to operate at its
optimum, market news must be complete and comprehensive enough to provide
the bagis for this decision making.

To be of value to the livestock producer, market information should
be stated in terms consistent with his buying and selling habits. Informa-
tion based on terminal market sales, for instance, is not the most desirable
for the producer who sells direct to the meat packer. Nor is information
on slaughter livestock the most benefieial for the producer who sells
feeder animals. In order to determine the use currently being made of
market news, these buying and selling practices were examined.

1y, 8, Department of Agriculture, "Iivestock Market News Statistics
and Related Data, 1956," Statistical Bulletin No. 209 (Washington: U. 8.
Government Printing Office, s Ppe 1=3.

2y, S, Department of Agriculture, Agricultural Statistics 6
(Washington: U. S, Government Printing ce, 1957)s pps 303, 319, 331.




Selling Practices

Outlets
Tennessee livestock producers sold their livestock primarily

through auctions, packers, livestock dealers, terminal market facilities,
and to other farmers in 1956 (Table I). Of these, the auctions were by

far the most important market outlet for the 26l farmers interviewed.
With the exception of hogs, more livestock moved through this outlet than
any other. Practically all the slaughter calves, nine-tenths of the veal
calves, two-thirds of the cows, bulls and stags, slightly less than two-
thirds of the Good grade or better steers and heifers, one~half of the
lower quality steers and heifers and slightly over one<half of the sheep
and lambs were sold through auctions.

The second most important outlet was direct sales to meat packers
and order buyers for packers., This was the most important outlet for the
hog producers. Forty-three per cent of the finished hogs were sold direct
to packers in 1956, compared to Ll per cent sold through auctions and 12
per cent through terminals. Packer outlets were also important to the

producers of the better quality slaughter steers and heifers, with about
one-fifth of this class of cattle being sold direct in 1956. Meat packers
also bought 10 per cent of the sheep and lambs, 7 per cent of the cows,
bulls and stags, 4 per cent of the veal calves and 2 per cent of the
slaughter calves.

In regions of the state where the terminal facilities were availa-
ble, the terminals offered an important outlet for some classes of live-
stock. Approximately one-fourth of the sheep and lambs, one-eighth of the
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hogs, one-eighth of the steers and heifers of Good grade or better and
one-eighth of the other steers and heifers were sold through the terminal
markets, Other farmers and livestock dealers also provided important
market outlets for some types of livestock, particularly for feeder pigs
under one hundred pounds. Other farmers purchased 67 per cent and live~
stock bahu 1l per cent of the feeder pigs sold by the 26l producers.

Basis of Sale

Almost all of the slaughter livestock were sold on a liveweight
basis (Table II). Pigs under 100 pounds were the only notable exception.
Eighty per cent of these were sold by the head, mostly to dealers and
other farmers. Slaughter livestock sold on a liveweight basis ranged from
67 per cent for cows, bulls and stags to 95 per cent for finished hogs.

A small percentage of the livestock were sold on a liveweight and grade
basis: fourteen per cent of the steers and heifers of Good grade or
better, 16 per cent of the lambs, 5 per cent of the lower quality steers
and heifers, 5 per cent of the cows, bulls and stags, and 2 per cent each
of veal calves and finished hogs.

Factors Determining Sales Time
In order to select their most profitable marketing alternative

farmers must have adequate market information. Yet, in response to ques-
 tions designed to determine what factors affect the time producers sell
their livestock, only one<fourth of them indicated that they watched the
market closely and sold when they thought market conditions were best.
Sixty-five per cent of the farmers said they sold livestock when they
thought the animals were ready to be marketed. Emergency sales, caused



00T 00T 00T 00T 00T 00T 00T 00T Tet0L
9T %) o T T g . o T spexp pue

quBTeneaT]
28 0z S6 LL €6 L9 28 78 JYSTeR8AT]
Z 08 € 12 L 82 €1 z PEoH
Sque] spunod (OOL sSpunod Q0L ©eA[e)  SeA(®) sdelg  saejjey pue speap oTeg
pue Jepun sSoy Jeao sSoy Teep JejuSuEyg pue STNG SIS JeURQ Jej3eg IO POOH Jo
deeyg ‘smop ‘saegTel sTseq

pue stooqg

HDOIBOAT] JO sojoedg

9S6T “SuEONAOYd JOOLSIAYTT TUSSINNIL N92
‘gucvd INENIIIIC NO CTIOS NOOISIATI 40 INZD Wid

II FI49vL



21
by exhausted feed supplies or need for cash, were not important factors

entering the farmers' decisions to sell their livestock in 1956.

Experience has shown that livestock producers enhance their bargain-
ing position if they obtain competitive bids from several buyers before
selling their livestock. Fammers, however, did not generally follow this
practice. Of those interviewed, 88 per cent received only one bids The
12 per cent who received alternative bids obtained an average of three and
seven-tenths appraisals before selling. Dealers furnished 50 per cent of
these, meat packers and farmers LO per cent, and auctions and terminals

the remaining 10 per cent.

Buying Practices

Three sources were used for purchasing breeding stock and feeder
animals: (1) other farmers, (2) auctions, and (3) livestock dealers (Table
III). The most important source of cattle breeding stock was other farmers,
followed by auctions and livestock dealers. Sixty-two per cent of the
cattle purchased for breeding purposes were bought from other farmers, 33
per cent from auctions and the remaining 5 per cent from dealers. Sigze of
purchases from these outlets, however, was in reverse order. The average
purchase per farmer purchasing breeding cattle from livestock dealers was
six animals, from auctions four animals and from other farmers four animals.

Auctions were the most important source of feeder cattle, with 42
per cent of the animals coming from this source compared to Ll per cent
from other farmers and 17 per cent from livestock dealers. Average size
of purchases from dealers was again larger than from the other two sources.
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Average number of feeder cattle purchased by the farmers purchasing feeders

from dealers was twenty-eight animals, compared to sixteen from other
farmers and fourteen from auctions.

Other farmers were the most important source of hogs, both breeding
stock and feeder pigs. One hundred per cent of the hogs purchased for
breeding stock by the producers came from this source. Average number
purchased per faymer purchasing hogs was three animals. Approximately
three~fourths of the feeder pigs purchased came from other farmers and
approximately one-fourth from auctions. Average number of animals purchased
per farmer purchasing feeder pigs from auctions was twenty-five and from
other farmers twenty-one.

Slightly over one-half of the sheep breeding stock were purchased
from other farmers. Compared to this, 29 per cent were purchased from
livestock dealers and 15 per cent came from auctions. Average number bought
per farmer purchasing breeding stock from dealers was seventeen animals,
from auctions nine animals, and from other farmers eight animals. There
were no reported purchases of feeder lambs by any of the 26l livestock
producers.

Evidence indicated that farmers did not shop for the best bargain
to any great extent in buying livestock. About 5 per cent indicated they
made offers to purchase other than the one involving the transaction that
took place. About two-thirds of the offers made by this group were to
other farmers and about one-fifth were bids at auctions.

Instead of bargaining for the best buy when purchasing livestock,
farmers tended to buy: (1) when they saw livestock they wanted, (2) had
the money available for purchasing, (3) had the feed available to justify



2k
the purchase, or (L) when they "thought" the market was right. Approxi-
nately one-third of the farmers indicated that they bought when they saw
livestock which appealed to them. One-fifth based their purchases on
when they thought market conditions were best and one-fifth on the availa-
bility of cash and feed supplies. The remainder, 25 per cent, purchased
for various other reasons, such as needed replacement stock and for specu-
lative purposes.

The Livestock Producer and Market News

Whether the commodity is erops or livestock, whether communication
is by newspaper, farm magaszine, telephone or mail, each individual in the
market needs information on price, supply, demand and general market con-
ditions if he is to have orderly marketing plans. To the extent that market
information is properly used, the flow of supplies of livestock from farm
to markets should be orderly. To the extent that such information is not
available or not properly used, the individuals operating in the market
risk delay, waste and other inefficiencies. For orderly marketing the
producer must know what to expect in the way of supplies coming to market
when he is ready to sell his livestock. He must know what is likely to
happen to production costs while his livestock are maturing and when the
best time will be for him to sell. Once the product is ready for sale he
must know which outlet will offer him the most profitable alternative.

Sources of Information
Tennessee livestock producers were familiar with several sources

furnishing market infommation in 1956 (Table IV). The three most important
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ones were radios, newspapers, and farm magazines. Of the 26k producers
interviewed, 212, or 80 per cent, were familiar with radio market reports.
However, only 201, or 76 per cent, indicated that they received informa-
tion through radios One hundred ninety-one of these producers, or 73 per
cent, actually used this information in estimating the price for their
livestock.

Newspapers followed radio closely as a source of information.
Farmers familiar with the market reports in newspapers numbered 196, or
74 per cent of the total. Of these, 177, or 67 per cent, received news-
paper information, and only 151, or 57 per cent, actually used the news-
paper reports to estimate the price they would receive for their livestock.

Farm magasines ranked third in importance. Information disseminated
by this medium is more of a short-run trend or outlook nature. A typical
farm magazine report forecasts what to expect in the month ahead and fre-
quently offers advice as to the classes, grades, and weights of livestock
that should be sold now or held back and sold later. About 58 per cent
of the producers were familiar with market information in famm magazines,
however, only L8 per cent indicated they received any information from the
magazines. Even though a large number of producers were familiar with
this source of information, magazines apparently were not considered very
valuable in determining the value of their livestock. Only forty producers,
or 15 per cent, actually used market information in farm magaszines as a
basis for estimating the price they expected to receive.

Table IV alse lists several minor sources of livestock market news.
The most important of these is television. Although there are no organized
livestock market reports televised at present in Tennessee, some of the
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Middle and West Tennessee stations sometimes include a brief market summary

with other newscasts. About 10 per cent of the farmers indicated these
telecasts were sometimes taken into consideration when they tried to esti-
mate the value of their livestock. lLocal weekly newspapers, mimeographed
reports, terminal market reports, and auction market reports followed tele-
vision in that order as media sometimes used by Tennessee farmers.
Livestock producers also obtained infommation on market conditions
direct from persons connected with the market outlets. This information
was not part of any formal market report. Rather, it was timely informa-
tion the producer desired and obtained through his oun initiative. About
13 per cent of the producers requested information from packers, livestock
dealers, auction employees, commission m, and truckers. Frequently
market information was volunteered by these agencies (Table V). In most
cases the information was given verbally in answer to direct questions
by the producer. Information furnished by the trade people was quite
valuable to those who received it for use in making decisions about when
to buy or sell, where to buy or sell, and what price to pay or accept.
Of those who obtained information from this source, about three~fourths
used it in making decisions.

Outlook Information

Market information is more than the condensed summaries of the
receipts and prices at any given market quoted on the financial pages of
daily newspapers or broadcast over the radio. A market news organization
that works smoothly and perfectly must provide sufficient information for
farmers to use in planning their livestock program. The livestock producers'



28

w 1
o i

gt 6T 8T T ot SI9YI0
4 6 ot ot € 1T Jexonay,
Z 0 T 4 0 T do-0p SurpyenIe)
JD0480AT] T®00]
4 0 T ' 0 4 ugl UOTSSTUMIO) JO
jexIey Teutuxs]
k| (4 2 7 T 1 3ede) UoTIony
0T s ot £T 4 € JeTeeq JO03S8AT]
é L ot Zt 0 s aedng Jedxoed
JI0 J8XoBg

3deocoy J0 Aeg T[9g 40 Ang TLeg 40 Ang  WI0g [BQI9)  WI0g USIITIM  UOTIBUIOJUT eoanog

0% S0TId q'yUp 0% adayupm 03 usypm ut 583!03 ug Nﬂd”ibﬂﬂw Supysenbey
ey T TNTFOT Teoey feoey saeureg
¢ A i o sxeuLre] saoure ] Jo Jequmy
Jo xequmy Jo Jequny

9G6T “STOTIOVE ONILINNVH NOOLSTATT SUIWMVA NO
NOTIVWHOJNI HOAS J0 TONZNTANI OGNV STOUNOS INTURJLITA Woud
SHTOACOUd NOOISTEATT TASSINNIL W92 1€ CUISIADTY ¥O FITUVINOTOA QIATIONY NOIIVWYOINT IINHUVH

A TI9VL



29

first marketing decision comes when he has to decide when to breed his
animals or when to start his animals in the feed lot, because these factors
determine within rather narrow limits when the animals will be ready to
sell. Farm papers, newsletters, and outlook reports should tell the farmer
what to expect in price trends, marketing and production costs and offer
advice on timing of purchases and sales. Thus, a May issue of a fam pub-
lication may advise Tennessee farmers to breed beef cows this month in
order to top the feeder-calf market in October of the following year.

To meet the need of the long-run plamning requirements, farm maga-
zines, agencies of the U. S. Department of Agriculture and various private
agencies maintain a continuous service of bringing together and analyszing
market infommation from many sources. Crop and livestock estimates, market
news, information based on farm management and marketing research studies
all contribute to basic outlook information., Related data on business
conditions, industrial employment and wages, and international developments
are brought together periodically in the form of comprehensive situation
reports which help farmers, processors and handlers in making decisions.

Responses by producers interviewed to questions on outlook informa-
tion indicated that Tennessee livestock farmers were not making full use
of this material. Nearly three~fifths of the farmers producing all types
of livestock did not receive outlook information. Approximately 59 per
cent of the hog producers received no outlook information. Of the Ll per
cent who did, 8 per cent reduced the size of their hog enterprise, 5 per
cent expanded their enterprise, 1 per cent dropped hogs from their livestock
program and 27 per cent made no change (Table VI).
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TABLE VI

NUMBER AND PER CENT OF 26) TENNESSEE LIVESTOCK PRODUCERS UTILIZING
ANNUAL OUTLOOK INFORMATION IN LIVESTOCK PROGRAMS, 1956

d Calve g
Ut zation ﬁ..s.i*?». o ang e e an fabe

Reduced Enterprise 20 8 16 6 2 1
Expanded Enterprise 13 5 33 13 5 2
Dropped Enterprise 3 1 3 1 2 1
No Change in

Enterprise 71 27 61 23 89 3k

Did Not Receive
Outlook Information 156 59 151 57 166 62
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One-fifth of the cattle producers changed their program as a result

of various outlook reports in 1956, On the basis of these reports, 6 per
cent reduced their enterprise, 13 per cent expanded and 1 per cent dis-
continued cattle production. Another 23 per cent made no change in their
cattle enterprise. Fifty-seven per cent did not obtain outlook informa-
tion.

Only L per cent of the sheep producers made changes as a result of
outlook information., Thirty~four per cent indicated that they received
some information but made no change and 62 per cent did not receive any
outlook reports.

The most popular source of formal outlook infommation was from famm
magazines. Sixteen per cent of the farmers said this source was the most
timely and accurate information available for their outlook needs. Another
8 per cent obtained outlook information from their county agent. lLess than
one per cent used the official U. S. Department of Agriculture releases or
relied on information from University personnel. Close questioning of the
farmers indicated that many producers relied on informal sources such as
neighbors or livestock dealers to predict future market conditions.

How Well Can Farmers Use Market Reports?

One of the major uses of current market reports is to provide a
basis for estimating what price a fammer's own livestock will bring at
alternative markets. For a farmer to use such information effectively, he
must be able to interpret the report accurately and apply it to the animals
he has ready to sell. This involves a knowledge of grades and grading
since market prices are usually reported according to official grades.
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Farmers in the sample were asked to tell how they judged the grade
of their livestock. Five possible choices of answers were listed: appear-
ance, rely on opinions of others, how the animals were fed, pay no attention
to grade, and cannot judge. Over three~fourths of the farmers in the sample
indicated that they graded their livestock by appearance. However, appear-
ance is a logical answer to such a question, and does not indicate definitely
that the farmer, even though he gave that answer, was familiar with the of-
ficial U.S.D.A. grades. Further questioning by the enumerator usually dis-
closed that what a large number of farmers meant by appearance was fatness
or degree of finish, particularly in relation to other animals in the lot.
There usually was no attempt to associate a specific official grade with
the animals. Five per cent of the farmers judged the grade of their live-
stock by relying on opinions of other people. Another 10 per cent indicated
that either they paid no attention to grade or could not judge the grade of
their livestock.

This study further shows that many temms used to describe market
conditions are not well understood by livestock producers. When the 264
livestock producers were rated on their knowledge about the descriptive
market terms, "Trade was moderately active" and "Demand was moderately good,"
only 20 per cent were considered well informed (Table VII). Six per cent
were considered as having no knowledge and 7k per cent as having limited
knowledge of the descriptive terms' meaning.

To further test the ability of livestock producers to use a market
report, each producer in the sample was asked to assume he had received
a market report that quoted Good and Low Choice slaughter steers as ranging
from $15.75 to $18.L0 per hundredweight, and Good and Choice stocker and



TABLE VII

KNOWLEDGE RATING OF 26l TENNESSEE LIVESTOCK PRODUCERS BASED ON
REPLIES TO THE QUESTION, "WHAT DO THE MARKET TERMS, TRADE
WAS MODERATELY ACTIVE, AND DEMAND WAS MODERATELY GOOD,
MEAN TO YOU?" 1956

e e e e e s i i — =
Knowledge Rating Number of Replies Per Cent

i
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feeder steers at $15.75 to $18.40 per hundredweight. The farmers were
then asked what they thought the price of an average Good grade slaughter
steer would be and what they thought it would cost them to buy a Choice
stocker or feeder steer. The prices quoted by farmers for the average
Good slaughter steer ranged from $14.00 to $22.50 per hundredweight. Any
price that fell between $16.50 and $17.00 per hundredweight was considered
correct. Approximately 26 per cent of the livestock producers quoted
prices within this range. Forty-eight per cent quoted prices that were
above the high price of the allowed range and 17 per cent below the low
price of the allowed range. The remainder, 9 per cent, seid they were un-
able to determine price.

In the case of the Choice feeder steer, any price that fell between
$17.90 and $18.40 per hundredweight was considered correct. The prices
guoted by farmers ranged from $15.00 to $21.50 per hundredweight. Thirty
per cent of the producers quoted prices that were within the allowed price
range. Five per cent quoted prices that were below the low price of the
allowed range. The same farmers who were unable to determine the price of
the average Good slaughter steer were also unable to determine the price
of the Choice feeder steer.

Livestock producers in the sample were also tested on how well they
thought they knew the market. FPFach farmer was asked how close an estimate
of the value of his hogs, cattle, and calves he had before contacting
potential buyers or sending livestock to market (Table VIII). Approxi-
mately twoethirds of the hog producers thought they could estimate the
value of their animals within $1.,00 per hundredweight before contacting
buyers. Another 29 per cent thought they could get fairly close, within
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TABLE VIII

ESTIMATES OF VALUE MADE BY 26} TENNESSEE LIVESTOCK PRODUCERS BEFORE
CONTACTING POTENTIAL BUYERS OR SENDING LIVESTOCK
TO MARKET, 1956

8 Cat and culwi
Bubdante || e

Very Close

(less than $1.00 per cwt.) 148 68 111 b3
Fairly Close '

($1.00 to $2.00 per ewt.) 61 29 122 L8

Rough Estimate

Vague Estimate
(over $3.00 per cwt.) 2 1 5 2
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$1.00 to $2.00 per hundredweight, and 3 per cent had a rough or vague

estimate of $2.00 to $3.00 or more per hundredweight.

Cattle and calf producers were not as accurate as the hog producers.
Only 43 per cent believed they could get within $1.00 per hundredweight
and U8 per cent thought they could estimate within the $1.00 to $2.00
range. The remainder, 9 per cent, could not get within $2.00 per hundrede
weight when they judged their own ability to estimate value.

Producers Must Learn To Grade Animals

In order for farmers to understand and use market reports effec-
tively, they must have a knowledge of grade standards, market terminology
and the ability to apply grades to their own livestock. Teaching farmers
about grades and grading is an educational problem which probably can be
met by educational and service agencies pnunt]& working with farmers.
Agricultural colleges, the agricultural extension services, vocational
agricultural departments, farmm organizations and county livestock associ-
ations can provide the leadership and educational programs needed to give
farmers a better understanding of livestock marketing. These agencies
should hold grading schools and realistic grading demonstrations where
farmers can be informed of grading termminology and procedure and their
application to animals. These schools and demonstrations could be held
at college campuses, branch experiment stations, centrally located live-
stock markets and other places convenient to groups of producers. While
fat stock shows and similar exhibitions have educational value, they do
not serve the need for information on grades and grading.

Vocational agriculture teachers in high schools can contribute by
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including grading procedure in the regular instructional programs for both
high school and adult classes. County livestock associations can assist

by lmpressing wpon thelr members the importsnce of being able to judge the
grade and value of their livestock. An effort should be made by organiza-
tion leaders to encourage groups of fammers to attend grading schools and
demonstrations.

Knowledge of Grades Necessary to Understand Market Reports

An important aspect of teaching farmers and others to grade live-
stock is to emphasize the uses that can be made of the knowledge of grades
and the ability to grade accurately. One important benefit of such knowl-
edge is the effective use of market reports and other information in making
decisions as to when and where to buy and sell, what price to pay or accept
and how to plan for the future.

A program of instruction in livestock grading and in the use of
market information could be greatly strengthened by providing farmers with
better sources of information, There is a need for periodic infommation
of a short«time outlook type to gulde farmers in production and marketing
decisions. A report of this type, possibly in the form of a weekly, bi«
weekly, or monthly newsletter, would be similar to reports in farm maga-
zines or those issued by professional famm information services. Its main
difference from these reports would be that national, regional and state
livestock market conditions would be interpreted in terms of the Tennessee
situation and specific guides provided the Tennessee producer. This report,
in addition to supplying Tennessee farmers with market information, would
serve other purposes. It could be used as an aid in teaching grades to
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farmers by inclusion of photographs of graded amimals and making repeated
references to grades and grade characteristics. Condensed versions of the
material could be distributed to the local newspapers and radio stations
which have no other satisfactory means of receiving market reports.




CHAPTER III

THE MEAT PACKER

The meat packing industry, selling ten and eight~tenths billion
dollars worth of produects in 1955, is one of the most important industries
in the United States when measured in temms of sales volume. It ranks with
the motor vehicle and steel industries as one of the three leading indus-
tries in the United States. The "raw material" necessary to keep this
industry moving at peak efficiency is tremendous. During a normal year
meat packers in this country slaughter twenty-five to thirty million cattle,
seventy to eighty million hogs, and twelve to fifteen million sheep and
lambs. Red meat production in 1955 in commercial plants reached an esti-
mated high of twenty-five billion pounds.l Tennessee meat packers' share
of this total amounted to one million cattle, one and one-half million hogs
and fifty-four thousand sheep and lambs for an estimated value of one
hundred and fifty million dollars.?

In an analysis of the nature and use of livestock market news, the
meat packers must not be overlooked. Meat packers receive and utilige
more market information than most livestock producers. Their knowledge
of market conditions, however, is far from perfect. Individual packers
are continuously trying to secure a better knowledge of the entire live-

ls¢ewart H., Fowler, The Marke of livestock and Meat (Danville:
The Interstate Printers and ¥S, inC., 1957)s P» 59,

2y, S. Department of Agriculture, "Livestock Market News Statistics
and Related Data, 1956," Statistical Bulletin No. 209 (Washington: U. S.
Government Printing Office, 1957), D+ 29.
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stock market.

To some extent the meat packers are the price making wnit for the
entire livestock and meat industries. The prices they are willing to pay
determine what the producer receives for his livestock and the wholesale
prices the packers establish determine within narrow limite what the final
retall price will be. The information on supply, demand and price which
the packers have available form the basis upon which their buying and sell-
ing prices are set. Just how the packers secure and utilize market informa-
tion, and what information they would be willing to contribute to market
news reports is the subject of this chapter. To provide some insight into
how Tennessee meat packers use market news, an examination of their buying
and selling practices is necessary. Once these practices are understood,
the importance of market news at the processing level of the livestock
industry can be determined.

Buying Practices

Sources of Iivestock

Tennessee meat packers use four primary sources of supply for the
animals they slaughter: the auction markets, the terminal markets, direct
sales from farmers, and direct sales from dealers. From these four market
supply sources must come the information for current market news reports
on price, demand and supply. At the present time practically 2ll the in-
formation for these reports is based upon only one of these supply sources,
namely, the terminal market outlets at Nashville and Memphis. One of the
hypothesis of this study was that market news is inadequate to arrive at
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equitable prices for purchasing livestock. Data in Table IX support this
hypothesis. While practically all reports on live animal prices and sup-
plies are based on terminal outlets, only sheep and lambs show more than
50 per cent of the total volume moving through the terminal marcets. Ap-
proximately one~half of the cattle, one-third of the calves, and one-third
of the hogs are sold through the terminal facilities. The remainder are
purchased from the numerous auctions located throughout the state and by
direct sales from farmers and livestock dealers.

Basis of Purchase
Another factor to consider in analyszing the meat packers' role in
using market news is the basis on which their purchases of livestock for

slaughter are made. Based on the sample of thirty packers, the liveweight
basis for prieing is by far the most important method used (Table X). The
data show that 91 per cent of all steers and heifers of all grades, 9l per
cent of all hogs and 100 per cent of all cows, bulls, stags, veal, and
slaughter calves were purchased on & liveweight basis. The remaining small
per cent of livestock was purchased on some form of quality basis. From 7
to 9 per cent of all steers and heifers and 6 per cent of all slaughter
hogs were purchased on a liveweight and grade basis. Two per cent of the
Cood grade or better steers and heifers were purchased on a carcass grade
and liveweight basis.

Most of the thirty meat packers preferred to buy on a liveweight
basis when it comes to prieing livestock. Of the twenty-nine packers that
slaughtered cattle, 86 per cent preferred to buy cattle and calves on a
liveweight basis, 7 per cent on a carcass grade and liveweight, 3.5 per cent



TABLE IX

SOURCES OF LIVESTOCK BOUGHI FOR SIAUGHTER BY
THIRTY TENNESSEE MEAT PACKERS, 1956

T T T T =

Per Cent Within the S “Per Cent

Species and Class zed Marke Direct Sales Outside
of Livestock Famers Dealers _ the South

Fed Steers
and Heifers 28 50 18 3 1
Cows, Bulls
and Stags 34 L5 20 1 0
Slaughter Calves L2 33 25 * 0
Hogs 35 32 25 N L
Sheep and Lambs 10 80 10 %* 0
e e - - e

#less than one per cent.
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on liveweight and grade, and 3.5 per cent on a carcass grade and carcass

weight basis. Eighty-three per cent of the packers preferred to buy hogs
on a liveweight basis, 6.5 per cent on liveweight and grade, 6.5 per cent
on carcass grade and liveweight, and L per cent on a carcass grade and

carcass weight basis.

Selling Practices

Distribution Channels

Tennessee meat packers sell their meat products through three im-
portant outlets: (1) the independent retailers, (2) the chain store ware-
houses, and (3) the service institutions such as restaurants, hospitals,
and hotels (Table XI). Of these three the independent retailers are the
most important. Approximately one~half of the carcass and wholesale cuts
of beef, veal, pork, and slightly over one-half of the sausage products
and three~fourths of the lamb and mutton carcasses and cuts are sold through
this channel.

Chain store warehouses were the second most important sales outlet
for the packers. During 1956, 21 per cent of the beef, 23 per cent of the
veal, 22 per cent of the pork, 13 per cent of the lamb and mutton, and 20
per cent of the sausage products were sold through these outlets. The
sexrvice institutions purchased slightly less than the chains: 1l per cent
of the beef, 20 per cent of the veal, 17 per cent of the pork, 1L per cent
of the sausage products, and less than one per cent of the lamb and mutton.
The remaining cuts and carcasses were sold to various other buyers, such
as small wholesalers and other packers. These other outlets were not very
important in temms of total volume, because 81 to 90 per cent of all meat




TABLE XI

DISTRIBUTION OF KINDS OF MEAT SOLD BY THIRTY TENNESSEE
MEAT PACKERS, BY TYPE OF BUYER, 1956

Species, Class
and Form

Independent
Retailers

Beef, Carcass and
Wholesale Cuts

Veal, Carcass and
Wholesale Cuts

Pork, Carcass and
Wholesale Cuts

Lamb and Mutton,
Carcass and
Wholesale Cuts

Sausage Products

L6

L7

50

75
53

23

22

3
20

I £ o

13

8TIncludes restaurants, hotels, hospitals, ete.
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processed by these thirty packers was sold through the three most important
channels.

Sales Standards

Although only seven of the thirty meat packers were federally in-
spected plants, the largest percentage of the total volume of the meat was
gsold on the basis of federal grades. Sixty-two per cent of the beef sold
was graded according to federal standards, 19 per cent according to state
standards, 15 per cent according to standards established by a private brand,
and L per cent was sold ungraded.

Slightly more of the veal was marketed on non-federal standards.
Twenty-five per cent of the veal was sold under a private brand, 20 per
cent on state standards, and 55 per cent on federal standards. Eighty-
nine per cent of the lamb and mutton sold was federally graded, and the
remainder was marketed according to state standards.

Price Change Intervals

The intervals at which meat packers change their price quotations
for processed meats is an important selling practice of any individual
firm's mapket structure. This is particularly important when market news
is used as the basis for deciding what the price quotation to prospective
buyers should be. Because prices often change rapidly, timeliness is of
utmost importance in news reports. When the news report is lagging behind
the price change, its usefulness is impaired.

A serious consideration of the meat packing industry is the lack
of control over its supply. Livestock comes to market in a fluctuating

stream that varies from day to day, season to season, and year to year.
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This constant expansion and contraction of supply necessitates adaptations

in plant operations, labor requirements, financing, and price adjustments.
The packer has a difficult job in establishing a price on most of his
products because of fluectuating receipts and sales. Furthermore, the
highly perishable nature of the red meats demand that they be sold within
a few days after slaughter.

As a result of these supply and demand fluctuations, prices for the
different cuts of red meat are subject to frequent changes. Many packers
adjust their prices daily. Of the thirty packers interviewed, seventeen
changed beef price quotations daily; four, twice per week; and seven, once
per week. Pork quotations changed even faster. Quotations on loins, bacons,
and hams were changed daily by nearly two-thirds of the packers and twice
per week or weekly by the others (Table XII).

Good and Choice lamb carcass price changed more slowly, probably
because of a more steady demand. Eleven packers changed lamb carcass prices
daily, two twice per week, and two weekly. Some of the smaller packers did
not change price quotations u‘ often as once a week, but most of these have
a well established market for their product.

The Meat Packer and Market Information

An adequate, accurate, and timely supply of market information is
necessary in a competitive market where individual firms are trying to im-
prove their market position relative to competitors. The operations of the
meat packing industry are sensitive to the fluctuation of the livestock and
meat markets and the packers must have unbiased reports as a decision making



TABLE XII

AVERAGE TIME INTERVALS AT WHICH PRICE QUOTATIONS FOR VARIOUS KINDS
OF MEAT WERE CHANGED BY THIRTY TENNESSEE MEAT PACKERS, 1996

Per Week Week
Cuts of Meat ﬁrht Wumber FPer Gent Number Per Gent

Two Top Grades

of Carcass Beef 17 57 by 13 7 23
Pork Loins 20 67 L 13 5 17
Sliced Bacon 19 63 5 17 5 17
12«1} Pound

Smoked, Skinned Hams 18 60 N 13 L 13

Good and Choice
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basis if they are to compete successfully. The packers must know the supply
that can be expected to come to given markets, what its quality will be and
when it will arrive. They must know what price to pay the producer for his
livestock, what the consumer demand is, and what price these consumers are
willing to pay.

All meat packers interviewed relied on some type of formal market
news release to aid them in determmining the price at which they bought and
sold livestock and meat. Many of the larger packers used several sources.
Data on the thirty packers indicated that the eight smaller retail packing
houses, or those who slaughter less than two million pounds liveweight an-
nually, used an average of three sources of market news in determining
buying prices and two sources in determining selling prices. The fifteen
wholesale packing houses, or those slaughtering over two million pounds
liveweight annually, used an average of four market news sources to arrive
at purchase prices and three to arrive at sale prices. The seven federally
inspected packers used an average of four market news sources to establish
both buying and selling prices.

The most frequently used information on buying price was obtained
from the daily National Provisioner's mailed report (Table XIII). In 1956

twenty-one of the thirty meat packers used this source in determining pur-
chase prices for cattle and calves. The National Provisioner's mailed re-

port was used by nineteen of the packers who slaughtered hogs and seven of
the packers slaughtering sheep and lambs.

The next most used source of buying infommation was the National
Provisioner's daily wire. This medium is probably the source of market

information most used by the larger packers. Fifteen packers received a



TABLE XIII

NUMBER OF MEAT PACKERS USING DIFFERENT SOURCES OF MARKET INFORMATION
IN DETERMINING PRICES TO PAY FOR LIVESTOCK, THIRTY
TENNESSEE MEAT PACKERS, 1956

Source Cattle Calves Hogs Lambs
Drovers Journal 1 1 1 1
National Provisioner

Weekly L L k 2

Daily Mail 21 21 19 7

Daily Wire 15 15 17 6

New York Dressed Meat

Price Report (USDA)
Newspaper 2 2 2 0
Wire

Chicago Dressed Meat
Price Report (USDA)
Newspaper
VWire

-3\
-3
-3
n

Prepaid Wire from
Other Market News
Offices
Chicago k L
St. Louis 7 7
Memphis I b
Nashville 11 10
local Auctions k 5
Radio 2 1
3 3

USDA Reports
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daily wire report from the National Provisioner on cattls and calves, seven-

teen on hogs and six on sheep and lambs. Reports by wire from terminal
market news offices in Chicago, St. louls, Nashville, and Memphis were also
important to Tennessee packers. In addition to these, several of the larger
packers received and used both newspaper and wire reports on the New York
and Chicago dressed meat prices for establishing their purchasing prices.

Local auction prices, radio, and USDA reports had limited use among
the packers. These sources, particularly local auctions, were used by
many of the smaller packers who had localized markets and purchased all
their livestock from the local area.

The packers' selling prices for meat products were based primarily
upon information from the same sources as buying prices. The National
Provisioner's daily mailed report was again used by more packers than any

other source. However, the wire services are still important media for
the larger packers. Approximately one<half of the thirty packers received
a daily wive from some source, either from the National Provisioner, USDA

dressed meat price reports from Chicago, and/or direct from other market
news offices in Chicago, St. Louis, Memphis, Nashville, Omaha, and Mil-
waukee (Table XIV).

Local market demand and supply conditions were also considered in
determining prices for processed meats. The smaller packers with a local-
ized market rely more on local market conditions than the larger slaughterers.
Many local packers base selling prices on a cost-plus basis rather than on
demand and supply conditions in their local market. These packers add proc-
essing costs to the costs of the live animals plus a margin for profit to
determine their selling price. Although most of the packers in this group



TABLE XIV

NUMBER OF MEAT PACKERS USING DIFFERENT SOURCES OF MARKET INFORMATION
IN DETERMINING SELLING PRICES FOR MEAT PRODUCTS,
THIRTY TENNESSEE MEAT PACKERS, 1956

Drovers Journal 1 1 1 1l 1
National Provisioner
Weekly L 5 N L
Daily Mail 16 16 17 11 16
Daily Wire i5 1 17 8 15

New York Dressed Meat
Price Report (USDA)
Newspaper 3 1 1 . 3 1

Chicago Dressed Meat

Price Report (USDA)
Newspaper L L
Wire 6

Prepaid Wires from
Other Market News
Offices
Chicago
Ste louis
Memphis
Nashville
Omaha
Milwaukee

g

B v meaoEn
WL =3 DO
L s L §
B i co~mmm

17 17

80thers includes a large number of the smaller packers who base
their selling price on a given amount of profit above costs.
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receive some information from the news releases, their prices often were

based upon the cost-plus factor rather than conditions in the meat market.

Additional Information Desired
Approximately two-thirds of the thirty packers indicated a desire

for more information on which to base their pricing policy (Tables XV and
XVI). Most packers feel that information on prices paid by competing
packers on both liveweight and carcass weight bases would be most helpful.
Others would like to have a combined report on wholesale meat prices and
receipts at local packing houses. These factors indicate that a large
nunber of the packers believe that the infomation they now receive is in-
adequate to provide a basis for formulating accurate buying and selling
prices.

Most of this desired information is of the type that packers them-
selves must furnish. The current livestock marketing trends of a more
integrated marketing system that moves products and live animals direct
from one level of the industry to another require more of this type informa-
tion. At present there is practically no information in the news releases
that comes directly from the packers. less than a third of the packers
interviewed furnished infommation for market reports and this information
was very limited in scope (Table XVII). Such information was usually re-
leased by the smaller packers in local areas who announced their buying
prices for livestock through local radio programs. None of the packers
released any information on selling prices for wholesale meats. OSeveral
packers, however, indicated a willingness to release some market informa-
tion on both buying and selling prices. However, news in these releases
would be general in nature, and since most packers change their prices



TABLE XV

NUMBER OF MEAT PACKERS DESIRING ADDITIONAL INFORMATION IN DECIDING
PRICES TO PAY FOR LIVESTOCK, THIRTY TENNESSEE MEAT PACKERS, 1956

Type of Information Desired Cattle  Calves _Hogs Lambs
Prices Paid by Other

Packers, Liveweight Basis 19 19 21 8
Prices Paid by Other

Packers, Carcass Weight Basis 16 16 17 7
Wholesale Meat Prices 6 6 7 1
Receipts at Local

Packing Plants L 3 3 2

More Accurate Quotations 1 0 2 0




TABLE XVI

NUMBER OF MEAT PACKERS DESIRING ADDITIONAL INFORMATION
IN DECIDING SELLING PRICES FOR MEAT PRODUCTS,
THIRTY TENNESSEE MEAT PACKERS, 1956

Meat Product

Tamb and  Sausage
Type of Information Beef Veal Pork Mutton Products
Prices Paid by Other
Packers, liveweight Basis 17 17 18 1 16
Prices Paid by Other
Packers, Carcass Weight Basis 15 15 16 1 15
Wholesale Meat Prices 3 3 L 2 2

Receipts at Local
Packing Plants k N 5 L et

Others 2 2 3 1l 2




TABLE XVII

PRICE INFORMATION THIRTY TENNESSEE MEAT PACKERS
FURNISH OR WOULD BE WILLING TO FURNISH, 1956

Packers Furnishing Packers Willing to Furnish

Price Information Price Information

Item Number _ Per Cent Number __ Per Gent
Liveweight

Cattle 10 33 2l 80

Calves 10 33 2l 80

Hogs 1 37 25 83
Wholesale Cuts

Beef 0 0 23 17

Pork 0 0 2l 80

Sausage Products 0 0 2l 80
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frequently, such releases would not likely be as accurate and timely as

desired.

As livestock markets become more decentralized and integrated, the
role of the meat packer in supplying market news and information will be-
come increasingly important. The sources through which packers buy, such
as direct sales and auctions will need more coverage. The quality factor,
as evidenced by a small percentage of livestock being bought on a graded
basis, will demand more exacting reports from market news sources. The
information meat packers use individually and are willing to release for
publie reports will need to be a part of the information available to the
entire marketing system--from producer to consumer.



CHAPTER IV

THE LIVESTOCK PRODUCER AND HIS MARKETING ALTERNATIVES

The livestock producer is confronted with the decision of selecting
the most desirable market available when he sells and buys livestock. The
market that was the most advantageous the last time he bought or sold may
not necessarily be the best one the next time he buys or sells. Tech-
nological developments that have taken place during the last quarter
ecentury have resulted in producers having to pay more attention to markets
available in order to select the best one. After World War I, new develop-
ments in transportation and communications began to reduce the advantages
that were once derived from the concentration of livestock at the large
terminal markets. Foremost among these developments were the improvement
in motor trucks, the vast expansion of hard-surfaced highways throughout
the country, and the inereasing use of radio, telegraph, and telephone.
Trucks and paved highways spread the livestock market over the entire
production area. Radio, telegraph and telephone disseminated market news
to the dncon}rdind market. As a result, the public market system began
to be disrupted by the growth of packing plants within productivn areas
and by the increasing popularity of livestock auvetion markets.

Consistent with these changing market conditions livestock producers
were asked why they preferred the market outlets they are currently using.
Questions were designed to determine whether producers patronize a particu-
lar market outlet because they are informed about its advantages or whether
they are ignorant of the alternatives available. Of primary importance
was the question of whether shifting price relationships among altermative
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markets were considered important by producers or whether producers look

for intangible factors such as convenience and competition when choosing
a market. Questions were also asked to determine whether the level of
market information received was sufficient to choose the best market.

Preferences for Market Outlets

To find out preferences for market outlets, livestock producers
were asked to give their reasons why they sold their livestock direet to
meat packers, auctions, terminal facilities, and country sales. Reasons
given were then classified into seven basic reasons: (1) convenience,
(2) competition, (3) ready market available, (L) grading, (5) better prices,
(6) faster transactions, and (7) friends' influence (Table XVIII). Each
farmer was asked to give three reasons why he thought & particular market
outlet was best. Of the responses, the two most important were convenience,
which was given as the most important reason by Ll per cent of the pro-
ducers, and better prices which was given as most important by 32 per cent
of the producers. A gquick ready market accounted for 12 per cent of the
reasons given as the most important and competition accounted for 9 per
cent. Other reasons such as grading, faster transactions and friends con-
nected with a particular outlet were of minor importance and together ac-
counted for 6 per cent of the veasons given as most important. The second
and third reasons given also indicated that convenience and price were the
two most important factors considered in selecting a market outlet. How-
ever, since most producers had already listed these two by the time they
nemed a third reason, the minor reasons such as competition and friends
became more important in this group.
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Auctions were by far the most preferred market outlet by the farmers

interviewed. Considering the two most important factors, convenience and
price, 70 per cent of the producers considered auctions as being the most
convenient and L1 per cent as offering the best prices. Auctions also re-
ceived a larger percentage of the selections in the competition and quick
ready market categories than did the other market outlets.

The most important factor market news is concerned with is price.
Almost one-half of the livestock producers listed this factor as one of
their most important reasons for selecting a market outlet. However, the
question arises: "Do these producers really know if they are receiving
the best price available?" Forty-one per cent said that the best price
was at the auction market, 29 per cent preferred country seles for highest
prices, 16 per cent voted for packers, and 1h per cent indicated that the
terminal market was their best price alternative. Again noting that market
news is based primarily on information from temminal outlets, only 1l per
cent of the producers were willing to accept these quoted prices as their
most profitable market outlet.

Further questioning about market outlet preference indicated that
only one-fifth of the cattle and hog producers practiced selling consist-
ently at a given market outlet. Less than one-fifth of the hog producers
and 17 per cent of the cattle producers preferred one market outlet over
another. The hog producers preferring a particular outlet were mostly
farmers who sold feeder pigs at country sales. One farmer out of every
eight selling cattle preferred to sell at auction, otherwise there were
no notable market outlet preferences stated by cattle producers. In
general, no preference was expressed as to what market outlet was best
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for marketing stockers, feeders, and breeding stock (Table XIX).

Dislikes About Market Outlets
Livestock producers were also asked what they disliked most about

the different market outlets. Six important factors were listed: (1) not
enough competition, (2) inconsistent prices, (3) poor grading, (L) poor
management, (5) inconvenience, and (6) high commission charges (Table XX).
Inconsistent prices accounted for 38 per cent of the reasons named by
farmers as their most important dislike. Compared to this, lack of compe-
tition accounted for 21 per cent of the reasons, poor grading 15 per cent
and poor management 10 per cent. Inconvenience, high commission charges
and numerous other reasons were also named by a few producers as dislikes
of first importance. Inconsistent prices were also named most frequently
as the second most important dislike. By the time most farmers named a
third dislike, prices had already been given, and other factors such as
poor grading, poor management and lack of competition began to become more
important reasons for disliking given market outlets.

Auctions were rated by many of the farmers as having the most in-
consistent prices. Of the farmers who indicated that inconsistent prices
were their most important dislike, 56 per cent listed auctions as having
the most inconsistent prices, 27 per cent listed country sales, 12 per cent
listed packers, and 5 per cent listed the terminal markets. The second and
third most important dislikes named by farmers also indicated that auctions
have more marketing factors that need correction than do the other market
outlets.

Once the dislikes had been listed, livestock producers were asked
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TABLE XIX

TENNESSEE LIVESTOCK PRODUCERS USING DIFFERENT MARKET OUTLETS
FOR DIFFERENT TYPES OF LIVESTOCK, 1956

Livestock Purchased Slaughter lLivestock Sold
Outlet Stocker ;nar 5‘53&- s Cattle  Sheep

Per Cent
No Preference 97 93 97 81 83 98
Packer 1 1 0 6 A 0
Auction 1 kL 1 | 12 0
Country Sales 1 1 2 8 2 2
Terminal 0 1 0 1 0 0
Others 0 0 0 3 2 0

i
|
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for suggestions as to how they thought the conditions they disliked about

a particular market outlet might be corrected. From the answers of ap=
proximately ninety-two farmers who responded to this inquiry, five impor-
tant changes for auctions were suggested (Table XXI). These changes were:
(1) more buyers, (2) limited price variability in given sales for given
grades, (3) better grading systems, (L) more government regulations, and
(5) cooperative merketing arrengements. The most significant fact derived
from the data is that not one producer voluntarily said that improved market
news would correct his market dislikes. Inconsistent pricing was named as
the major dislike of all outlets, yet the idea that more accurate and com-
plete price reports on the producers' market outlet alternatives apparently
was not incorporated in the individual's mind as being important in making
marketing decisions.

This fact supports the general theory that market news is usually
not interpreted correctly by farmers. Studies by the federal government
and state agencies indicate quite clearly that the information which flows
hourly from market places over market networks, radio, newspapers, tele-
vision, and market bulletins is not fully understood.l This lack of ef-
fectiveness of market news at the farm level seems to be more than a mere
failure of persons to hear market reports on radio, read them in newspapers,
learn about them via market bulletins or otherwise. It is more than lack
of exposure. It is a matter of how to interpret correctly and how to use
this material in making marketing decisions.

Lgene Futrell, Ways to Improve Market News and Information (Ames:
Iowa State College Press, Js Pe le




TABLE XXI

SUGGESTED METHODS FOR IMPROVING AUCTION MARKET OUTLETS MADE BY
TENNESSEE LIVESTOCK PRODUCERS WHO RESPONDED TO THE REQUEST
TO GIVE SUGGESTIONS, 1956

— ——— —
Per Cent of Farmers
Suggesting Fach Correction

Suggested Correction for Auctions
More Buyers 22
Iimited Price Variability 12
Better Crading 32
More Government Regulations 32

Co-ops 2
P e e e e e e e e e e e e e e e
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Once a producer had stated his dislikes about a particular outlet,
he was asked if he would be willing to pay to have it corrected. Although
most farmers stated their dislikes freely, only about one«~fifth of those
interviewed indicated any willingness to financially support corrective

measures.

Daily and Seasonal Sales Preference
A large per cent of the volume of livestock sold each week on the

larger markets is received during the first part of the week, As a result,
market news reports on prices and supplies are more complete on these days.
In an effort to detemine why livestock producers actually sell most of
their livestock during the first part of the week, each farmer interviewed
was asked to state his preference for days of the week for selling live-
stock. The price received for the livestock was considered as the primary
guiding factor for his answer. About one~fourth of the farmers stated a
definite preference for the first part of the week. Approximately two-
thirds indicated no daily preference. Included in this group are possibly
those who prefer to sell during the early part of the week because of some
reason other than price. less than 10 per cent preferred either the middle
or latter part of the week as selling days (Table XXII).

In an effort to determine whether price trends established by past
experiences or by outlook reports had an effect on a preference for a par-
ticular month for marketing livestock, the farmers were asked whether the
season of the year had any effect on their marketing plamns. Slightly over
one~half of the farmers indicated that they followed the normal seasonal
price patterns for the class of livestock they were marketing (Table XXIII).



TABLE XXII

EFFECT OF DAY OF WEEK ON FARMERS' MARKET PREFERENCE,
175 TENNESSEE FARMERS, 1956

for
Time of Week Per Cent

First of Week 25
Middle of Week 3
Last of Week 6
No Preference 66

Total 100




- TABLE XXIII

EFFECT OF SEASON OF YEAR ON FARMERS' MARKET PREFERENCE
2),3 TENNESSEE FARMERS, 1956

i

i

Market Preference

Season of Year

Per Cent

Spring

Summer

Fall

Winter
Seasonal®

No Preference
Total

83easonal refers to marketing of livestock ac-
cording to price trends based on past experience.

69
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That is, they attempted to have their livestock ready for market during the
season when the prices paid were the highest. Approximately 28 per cent
said they preferred the spring season for sending their livestock to market.
Another 12 per cent expressed no seasonal preference. Very few producers
preferred the summer, fall or winter seasons. When questioned closely,
these preferences were usually based on experience rather than on past
trends established by market news collections or future predictions made
through outlook releases.

Data presented indicate that to do a good job of marketing his live-
stock, the individual producer must have and utilige the facilities availa-
ble. Facilities necessary for choosing the best market alternative are:
(1) accurate and detailed market news with regard to livestock prices and
receipts at all available points in the general market for livestock, (2)

a uniform and relatively concise system of grades, with an accurate method
of determining where the individual animals fall in that system of grades

when the news reports are received, and (3) a thorough report and study of
local markets and the packers' competitive practices in the decentraligzed

markets as compared to practices at terminal markets.




CHAPTER V

EVALUATION OF THE NATURE AND USE OF LIVESTOCK MARKET NEWS
IN TENNESSEE

The role of market news is to inform everyone engaged in the market-
ing of a particular commodity of his most profitable alternatives. Market
information informs those it serves as to what the market demands (form
utility), where it is demanded (space utility), and when it should be de-
livered (time utility). This study has been concerned primerily with the
use made of market news as a basis for economic decisions rather than its
availability. At present there is a considerable amount of information
available to the livestock producers and meat packers of Tennessee. How-
ever, the nature of this information is not always the most desirable, and
those involved in marketing livestock do not always secure and properly
utilize this information.

To evaluate the nature and use of livestock market information in
Tennessee in terms of the data which have been presented, attention is
called to the five assumptions stated in Chapter I. The first assumption
states that the amount and nature of livestock marketing information availa-
ble in the state is inadequate. Examination of the data supports this as-
sumption. The inadequacies can be listed briefly:

(1) Most livestock producers are unfamiliar with the United States
Department of Agriculture's grades on which all reporting is presumably
based. They are unable to grade their own livestock accurately enough to
use market reports in relating market values to their livestock. Perhaps
this is not an inadequacy of market news, but an inadequacy of the live-
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stock producer. Nevertheless, to be fully adequate, the nature of the

market news disseminated must be fully understood. To disprove the as-
sumption, the news reports must either be on the intelligence level of
those who use them or these people must be educated so they can understand
the temminology now used.

(2) Market news is not complete enough. Producers have a choice |
of markets, but price quotations on only one market do not provide all the
information necessary to choose the market giving the greatest net returns.
It is often difficult to compare prices reported from the terminal markets
with prices that would be received at a local auction. Information from
more than one market outlet should be included in all dissemination to
provide a basis for comparisons.

(3) The information which meat packers would be able to furnish
is not utiliszed. The present system of direct and integrated marketing
between the producer and the meat packer moves many animals to slaughter
that go unreported in Tennessee.

(L) Market news reports are inadequate for some classes of live-
stock. The existing reporting system is inflexible and is aimed primarily
at slaughter livestock. The coverage should be extended to give adequate
information on stockers and feeders, cow and calf pairs, bred heifers,
baby calves, and other such classifications that are of interest to Ten-
nessee livestock producers and meat packers.

The second assumption states that the livestock producers do not
make full use of existing information. The data also support this assump~
tion:

(1) News reports disseminated through various media are not con-
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sulted often and carefully enough. Although a majority of Tennessee's
livestock producers receive some information, many market their livestock
without even checking the market conditions or without paying any attention
to the facts they receive. Market news is of no value to those who refuse
to use it, no matter how much is available. Again the solution seems to
lie in educating producers regarding the value of market news and how to
use it.

(2) Proper marketing plans are not made before production starts.
Many livestock producers persist in following the same production plans
regardless of the consequences. These producers do not make adequate use
of the outlook information now available in meking their production plans.
Instead, they seem to worry little about marketing their product until the
day of sale.

(3) The grading system is not followed as it should be. The prac-
tice of buying and selling on a liveweight basis gives a common denominator
to all livestock, regardless of grade. Carcass weights and grades if
properly used offer potential savings that would benefit both producers
and packers.

(4) Infomation on alternative outlets is not sought. Producers
tend to take what they can get most conveniently rather than looking for
the highest bid. Most farmers in Tennessee have two or more outlets availa-
ble other than local dealers and farmers. However, many use the same out-
let continuously without checking alternatives for better prices.

The third assumption states that the markets that were formerly
preferred no longer hold the importance they once did. Analysis of the
outlet data proves this. In former years the large terminal markets even-
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tually handled a large percentage of the livestock before it got to the
packer. This is no longer true; direct sales from the famm to the packer

are becoming inereasingly important. A large amount of Tennessee's live-
stock also moves from the producer to the processor through the numerous
auctions located throughout the state. If these shifts continue, and indi-
cations are that they will, market news services must be extended to cover
these outlets.

The fourth assumption of this study states that such factors as
convenience and interemarket price relations have caused the market pref-
erence shifts described. Analysis of the data shows the following as
factors of primary importance in choosing a market outlet:

(1) Prices received are one of the more important factors. Live-
stock producers feel they can obtain better prices by selling direct or
through auctions. More farmers select a particular outlet because they
believe it offers the highest price than for any other reason. Inconsistent
prieing is also the chief dislike of any given outlet.

(2) The services rendered by the outlet is another important factor
causing shifts in the channels which producers prefer. It is more con-
venient for both producers and meat packers if animals are delivered directly
to the packing plant from the farm. Farmers also find it more convenient to
deliver their livestock to a local auction rather than transport them several
miles for consigmment to a commission firm for sale.

(3) The total costs of marketing have been lowered by these outlet
shifts. Direct sales eliminate fees and commissions. Sales closer to the
farm have reduced transportation costs. All these factors lead to one big
conclusion on the shift of market outlets--considering all factors concern-
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ing prices, costs and services, all parties involved in nnitock sales
figure their net returns have been increased.

The fifth and final assumption listed in Chapter I states that op-
portunities are available to improve livestock marketing information. Care-
ful evaluation of the results obtained by the interviews conducted point to
several improvements which might be made in the use of market news now
available in Tennessee and in the market news system as it now exists.

Some of these have been mentioned in evaluation of the other assumptions.
However, the following list of recommendations are presented in support
of this assumption:

(1) Information for more than one market should be included in
both radio and newspaper reports in order to provide a basis for comparison.

(2) Information needs to be collected on sales at auctions and on
direct sales to meat packers and disseminated as official news reports.

(3) More local information is needed in some parts of the state
and particularly in East Tennessee.

(L) Meat packers are a potential source of highly accurate market
information, and should be encouraged to participate in market news programs.

(5) Livestock producers and meat packers must be educated as to the
value of properly utiliszing the market news services. Along with this must
also go educational pregms to qualify the producers to grade and judge
their livestock according to the grades and terminology used in market news

reports.
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