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CHAPTER I . • ^ 

INTRODUCTION 

ThiS Ftmetlon of Hftzktt Nevs 

On* of the most liqpoz'tant pzobloms tho llTostock producer faces is 

how he ean aazket his liTestock to get the greatest net returns* He eannot 

awnrlmlse returns vnless he secures and properly utilizes adequate information 

about his maxiceting altematives* The sme is time for the meat packer* 

The neat packer seeks to maxifldse his net returns consistent with giving 

good service to his eustoiaers* The objective of securing maximum returns 

points to a need for accurate, adequate, and timely aazket 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 analyzed 

to assess the effect sufficient information, or lack of information, has on 

the marketing cystem* 

Before the role of market nevs can be thoroughly understood, the con 

cept of the market and its function in the econcrnqr should be defined. For 

analytical purposes of this study -Uie 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 

^oeffrey S* Shepherd, Marketing Farm Products (Amest Iowa State 
College Press, 19$$), p, 1^* 
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thxwe aXuMmti Iwrolrodi (1) a particular oommodity,(2) a point la 

and(3) an Instant of tine* Thesa three elements correspond with the 

orthodox division of utilities in economic theory into form, spaoa, and 

time utilities, rsspeotively. 

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 necessazy for prices to guide the distribution of a comaodity. 

In a perfect market the basic price of a particular ccmasodlty must 

be uniform* Price relationships of various forms of the coamodity must be 

of sueh nature that the difference in price of ai^ two forms is equal to 

the costs nmcessary to convert the product from <»)e form to the other* If 

these price relationships exist, the net value of any given coseiodity 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 souzves 

of supply of the sanw product are located at uneven distances fr(Mn the 

ommioa mazket, the pzlce paid in the farther supply area should be lower 

than the price in the neazwr by the costs necessary to purchase the services 

required to wove the product the distance separating the two sources of 

supply* Conversely, if the situation exists idiere two geographically dif 

ferent mazket places axe not the same distance from a cmnmon supply point, 

the price differential will be the difference in cost necessazy to purchase 

the services for transporting the product between the two market places. 
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Finally, prioas for a product ay* related over tine by the coats 

incurred by storiiig the product. To be perfect the seasonal variations 

in prioe should equal the storage costs up to that time* Hence, the di-

asnslons of the naxket 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. 

Ec(momio theory traditionally seeks to analyse the workings of a 

market on the structure the particular market may possess. Although this 

market structure may take tuny one of many forms, theoretically the ideal 

concept is "perfect eoi^Mtition." This concept can be utilised in a frame 

work of perfection. Perfect ooo^tition in the livestock industry, or any 

other industry, requires the fulfillment of five basic asauii^tionsi^ 
(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—aqy 

individual firm, 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 btyers and sellers have perfect and equal knowledge of 

all the factors which affect market conditions* Also, they will utilise 

this information in an econonically rational manner so as to maximise their 

<nm 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 

^Richard L. Kohls, Hai^ting Agrioultural Products (Hsw loxki The 
Nacmlllan Conq>any, 1955), p. 100. 
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eoaXltion by any relatively large group of them voald be administratively 

infeasible• 

(U) There is no product differentiation. This does not mean there 

art no differences in quality* However» products of like quality will not 

be differentiated by brand name, advertising, extra services, etc. 

(5) The factors of production are perfectly mobile and free to 

leave one industry to enter another in which they could secui'e greater 

returns. That is, no barriers to the flow of capital, labor, and maaage-

nent exists. 

Assuming that a free competitive marketing system is desirable, 

how does information affect this market? Suimier Slichter in his bo<k, 

ifodsm Economic Society, says, 

Uptm a myriad of decisions oonoeming 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 
econonic 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 datemine what it does. If these 
decisions are made by men who are igiMrant of the rvilevant 
facts or who do not know how to interpret them, we must ejqjeot 
Industry to act as if it were guided by ignorant men.. . . 
It is of basio in^ortance, therefore, in improving the operation 
of free private enterprise, to make accurate and ccaiqprehensive 
market information constantly and easily available to all buyers 
and sellers. Not until this is done, 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 man of good judgment.^ 

Market news is concsmad with Uia second condition of perfect oogqpe-

titiont that both buyers and sellers have perfect and equal knowledge of 

^Sumner Slichter, Modem Economic Society (New York: Henry Holt 
and Coiq>any, 1931)» pp* 853-85U» 
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All th* factors which affect the oazfeet and that -Uuiy aet in an eeonomicalljr 

rational manner with respect to this knowledge. Adequate information sup 

plies the knowledge which buyers and sellers have regarding sv^ply, 

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 xeached, 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 market wlU move to the "perfect state*" 

Moving from the perfect market model to the market as it exists in 

the eoonoejrji the role of market information is basically the seme* There 

are several basic requirements to be met if the marketing job is to be 

performed effectively.^ First, all buyers and sellers must be equally and 
adequately informed* ThLa is necessary if we are to put our trust In oon-

petitively established prices as our measure of eoonomio value. Market 

information must be collected and disseminated to all if this requiremsnt 

is to be fulfilled. 

Second, ttasrs must be hmiesty in market dealing, for without honesty 

the systttn 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 throvgh reduced returms or 

%enneth H. McCallister, "The Role of Market News in Marketing and 
Soow Problems," Journal of Farm Economlos, 3219^8-9^9, November, 1950. 
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th« consuner through hlghor prices. 

Thirdf there must be prompt« intelligent responses to changing 

maxket conditions. This is necessary if prices for individual oonaodities 

are to be kept in line with changing svqpplies and market demand} if availa 

ble supplies are to be so distributed among the eonsuming centers as to 

bring the greatest return} and if there is to be coordination in pricing 

among all levels of trading: at the fam« at wholesale, and at retail. 

Within this third basic requirement of an effective marketing 

mechaniam 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 mechaniam to 

clear up gluts promptly and adjust to supply- deficiencies. Market newa 

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 nuketing system is to be effective in 

prcsaptly 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 farm, at whole 

sale, and at the retail level. 

As information about the market situation becoiBes more oosqplete, 

tilt BSricet will becose more efficient* Although cm of the essentials of 

the peirfect market is the prevalence of a uniform price for the basio eon-

Bodity, this situation can exist and the market still not operate at its 

optLmum. For instance, the theory of the perfect market states that the 

price of the oosnodity be differentiated only by the added coats of trans* 
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porting* procosaing* and storing. However* the costs Involved In marketing 

BU17 not be unlfoxm for all firms operating in the merehandlslng of a par 

ticular product. Theoretically* operating under the perfect concept* those 

fizma with high costs must be driven out In the long run. This may ozmate 

a problem by eliminating another of our perfect requirements: that of many 

flzns being present* Market news provides a my to help solve this problem. 

Complete and accurate reports* equally available to all* will stabilise 

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 recognised grades--reduces the amount of pl^sical 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. Such trading avoids the alternative costs of 

moving farm products to scsoe 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 muoh cheaper to tranmsit the neces 

sary information needsd in trading than it is to bring the oomnodities and 

aU buyers and sellers together. 

If all buyers and sellers have equal informaticui* competition will 

be (m an effioienoy 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 realised. 



Purpoae 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 outs* Qnee this is done the processor must either sell 

to a wholesaler or act in this capacity himself. Frcna the wholesaler the 

meat goes to the retailer and eventually the consumer. The entire mazketing 

systwa of livestock can, thezefore, be oonstznicted in five levelst the 

produeer, the prooessor« the wholesaler, the retailer, and the consumer. 

These levels are tied together by numerous alternative marketing channels. 

Harteet 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; trom production to consus^tion. This 

particular study does not atteiqpt to analyze market information at all 

levels of the mzketing process for livestock and livestock products* 

Bather, 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 liidcs these two in^ortant levels of the marketing mechanlaa 

together. 

The specific objectives of the study arsi 

(1) To determine the amount and nature of livestock marketing 

information available in Tennessee* 

(2) To detezmine to what extent the parties involved use exist 

ing information. 

(3) To determine whioh market outlets are prefenred and ordinarily 

used by the livestock producer and meat packer* 
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(U) To •stabHadi MMons iihjr tliiM particular outlata praferred. 

(5) To dottjMliM basoa vpm which llveatoek sazketing information 

night bo iaproTod* 

Procedoro 

Formal rosoarch procedure requires working assumptions to be proven 

or rejected by the research data* For analytical purposes the basic ob* 

Jeotives of this study can be transformed into working assuiqptions. Thus 

transformed, these aseui^>tione ean be statedt 

(1) The anount and nature of livestock marketing information 

available in ths state is inadequate* 

(2) The pajrties involved do not make full use of existing informa* 

ti<m. 

(3) The marketing outlets formerly preferred are no Itmger as in* 

portent as ̂ y were* 

(h) Convenience and interHoarket price relations have caused 

shifts in mazfcet preferenoe* 

(9) Opportunities are available to improve livestock marketing 

informati<m. 

To test these assumptions data were collected as a part of a Southern 

Segional study from selected livestock producers and meat packers throughout 

the state*^ A total of 26U producers were interviewed from well defined 

^This study is part of a regional plan of livestook marketing re 
search in which a nus^r 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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artas etratifidd within fifteen selected counties by statistical sampling 

techniques. The sample was a random, stratified sample prepared and con 

tributed to the Tennessee Agricultural Esqpezlment Station by the North 

Carolina Institute of Statistics. Counties saapled included Carroll, Obion, 

and Hemy in Vest Tennessee} Putnam, Orerton, Jadcson, Smith, Wilson, 

Ehitherford, Lincoln, and Lawrence in Middle Tennessee} and Serier, Oreene, 

Cocke, and Blount in East Tennessee (Figure 1). 

Data were also collected by personal interview from thirty meat 

paekers representing all parts of the state as well as various slses of 

<^ration8. His sample included seven federally inspected packers located 

in five major cities} fifteen non*federally inspected packers slaughtering 

over two million pounds livewslght annually, located in eleven different 

cities} and eight non-federally inspected packers slaughtering less than 

two million pounds liveweight annually, located in seven different cities, 

nie total sample has eight pa^rs in Vest Tennessee, twelve in Middle 

Tennessee, and ten in East 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 ooordination of the research through a regional technical committee 
represmnting 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 coi^lete sample siset 26U livestock 
producers and thirty meat packers. 
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t«xnlnolog/ ttMd should bs well dtfined. This holps ozianlst ths naterial 

In a more presentable form, and aids in following the analysis. 

Producert Any fazssr 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 the^a aeoording to three 

criteria! (1) Federally inspected plants,(2) non-fedarally 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 hundzed thousand pounds liveweight annually. 

Market outlet: For analytieal purposes all mazicet outlets used by 

liveatook produeers in the state have been grouped into four classifioa-

tionsi auctions, tezninals, direct to packers, and coontzy sales. 

Xznrentory of Masket News Dissemination in Tennessee^ 

Host aaxket infozttatimi available in ths state is obtained through 

the Federal Market News Servioe, either directly or indirectly. For the 

United States federal reporters in Deowdaer of 19^6 provided information 

on market reoeipte, 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 Kraphis 

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 19li8). Saahvllle is reoognized as the more is^ortant v-

portii^ center of the two for Tennessee farmers. Reporters collect the 

information on these two mazkets from buyers and sellejrs while trading is 

in progress. In eraluatixig this infoznati«i and in reporting existing 

market oonditionst the market news reporter uses the standard grades for 

lirestoek adopted by the United States Bepartment of Agriculture as the 

basis for reporting. Once the information is collected and edlted| it is 

disseminated by SMans of leased wire, press associations, radio, newspi^r, 

telegraph, mailed report, bulletin board, telephone, personal contact, and 

other methods of news releases* Of these lasdia the three most ijiq>ortant 

in Tennessee are wire, radio, and newspaper. 

Wire 

Both Nashwille and Memphis have teletypewriters for receiving and 

transmitting market news infomation over the leased wlx« service of the 

United States Department of Agriculture. means of teletype and tele 

phone these two market news offices send the livestock mazket reports to 

Western Union, which then transmits the infomation to packers, buyers, 

farmers, banksrs, conaneroial papers, and others on a subscription basis. 

Radio 

Although the leased wire ^stsm is used extensively by a majority 

of the meat packers in Uw state, it is beyond the reach of most livestock 

producers* Some other means has to be used, one of idiioh le the radio. 

There am eighty-nine radio stations in the state. In a survey of these 

stations made in October 1956 by the United States Department of Agxlcul-
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turd, 70 per cent responded to m&iled questionnaires* Of those that re 

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

This surrey also showed that aost radio stations broadcast market 

news some time between 11)00 a»a* 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 stats. Over 1*3 psz* cent of the stations surveyed 

reported oarxying market news from that area while only 11 per cent were 

carrying Henqphis market news. Fifty per cent of the stations reported 

broadcasting either the Nashville, Iteaphis, or both livestock market news 

reports. Market repoirts from other areas also are important to the live-

stoek industry in Tennessee and axe broadcast to some extent by sane radio 

stationc* The most desired market reports outside the state are those for 

Chicago, St. Louis, and Cincinnati. Reports from Louisville, Atlanta, and 

Montgomery are also broadcast. 

Newspaper 

Another major source of market news for Tennessee livestock producers 

is the newspapers. Newspapers, however, do not offer as timely informatioi 

as radio, but they serve as a reference for radio reports and are generally 

more complete* Several markets are usually reported in the metropolitan 

daily papers as they are received fstm teletype, generally from 9nited 

Press or Associated Press, and are exactly as ̂ ose the experienced market 

Mws reporter con^iXed. 

There are 1S$ newspapers published in Tennessee, of which six aire 

daily morning papers and twenty-two daily afternoon papers. The others are 

either published weiricly or twice weekly. Of these, all the monsing dallies 
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and hS per cent of the afternoon dailies carried ll7ostock market ijafonna-

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 organised pat* 

tern of reporting. 

Other Media 

Other methods of disseminating Federal Livestock Hazket News, such 

as telephom ealls, personal oontaots and mailed reports, are important 

to certain individuals and groups in 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 statistioian. These bulletins 

are generally in the form of outlook information and usually follow a 

seasonal pattern with respect to time of release. Included in these re 

leases are such things as the nomber of livestock on farms, numbers of 

related ooiBaodlties, 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. 



�  
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CH&PTERn V-

THE LIVESTOCK PRCJDUCER 

Uvostoclc production is one of Tennessee's most is^ortant fare 

indastrles. In 19$6 there veze one and eight-tenths million cattle and 

calTSs, eae and two-tenths million hogs and three hundred thousand sheep 

and lambs on Tennessee farras.^ The total ralue of the livestock enterprise 

was estisMted at one hundred forty-eight million dollars.^ This production 

is of greatest value to^producers only when it is suocessfuUy 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 ooBq>lete and comprebensive enough to provide 

the basis for this decision making. 

To be of value to the livestock produoer* market information should 

be stated in terms consistent with his buying end selling habits. Informa 

tion based <ax terminal market sales, for Instanoe, is not the moat desirable 

for the producer who sells direct to the meat packer. Nor is information 

on slaughter livestock tlw most beneficial for the produoer who sells 

feeder animals. In order to determine the use currently being made of 

market news, these buying end selling practices were examined. 

3« Department of Agriculture, "Livestock Market News Statistics 
and Related Data, 19l?6," Statistical Bulletin No. 209 (WashingtonJ U. S« 
Qovemment Printing Office, June 1957), pp. 1-3. 

^n. S« Department of Agriculture, Agriculturol Statistics. 
(Waahingtoni D. 3, Government Printing Office, 19^7 pp* 303, 31^, 53i» 
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Selling Ih^tldes 

Outleta 

fixuietfee liv^etodle prodnoers eold their llTeetook prinaxlljr 

through «ttotloiui> padcers* livestock dealerSf terminal market facilities, 

and to other farmers in 19^6 (Table I). Of theae, the auctions were by 

far the moat important market outlet for the 26k farmers interviewed* 

With the exception of hogs, store 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 tiM Qood grade or better steers and heifers, one-half of the 

lower quality steers and heifers and slightly ever one-half of the sheep 

and landts were iwld through auctions* 

llwi second most important outlet was direct sales to asat packers 

and order buTexe for packers. This was the most Ij^portant outlet for the 

hog producers* Forty-three per cent of the finished hogs were sold direct 

to packers in 1956, compared to Itl per cent sold through auctions and 12 

per eont through terminals* Packer outlets were also iiiq}ortant to the 

producers of the better quality elaughter steers and heifers, with about 

one-fifth of this olasa of cattle being sold direct in 1956. Meat packers 

also bought 10 per cent of the sheep and lainbs, 7 per cent of the cows, 

bulls and stags, U per cent of the veal calves and 2 per cent of the 

slaughter oalvea* 

In regions of the state where the terminal facilities were availa 

ble, Um teminals effertd an isq>ortant (wtlet for some elasees of live 

stock* Appzt>ximately one-four^ of tixb sheep and lambs, one-eighth of the 
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hogii cmeHiighth of tht ftoors and htifero of Good grade or tetter and 

one«eighth of the other eteere and heifers sere sold through the tendnal 

maHcets* Other fanaers and liTesto^ dealers also provided jjqportant 

nazicet outlets for eoow types of livestock^ particularly for feeder pigs 

under one hundred pounds. Other faroers purchased 67 per oent and live* 

stock dealers lU per cMint of the feeder pigs sold hy the 26U producers. 

Basis of Sale 

Almost all of the slaughter livestock were sold on a livoweight 

basis (Table II}. Pigs under 100 pounds were the only notable exception. 

Eighty per oent of these were sold by the head, mostly to dealers and 

other faxsMrs. Slaughter livestock sold on a livswelght basis ranged tvtm 

67 per cent for oows, bulls and stags to 9$ per <wnt for finished h(%8» 

A tmtall percentage of the livestock were sold on a livewight and grade 

basist fourteen per cent of the stoers and heifers of Good grade or 

better, I6 per oent of the l«Bd>8, 5 per oent of the lower quality steers 

and heifers, 5 per cent of the cows, bulls and stage, and 2 per cent each 

of veal oalres and finished hogs. 

Factors Determining Sales Time 

In order to select tlwlr most profitable maxketing alternative 

faxmers must have adsqeate market infoznatlon* let, in response to ques 

tions designed to dotennine what factors affect the time producers sell 

their livsstook, (mly ooie-fourth of thus indioatod that they watched the 

market closely and sold idien they thought maxfcet conditions were best. 

Sixty-five per oent of the farmsre eaid thsy sold livestock when tb^ 

thought the animals were ready to be aazketedt Eteszgsnoy sales, caused 
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by Miuiastad fe«d supplies or need for ouh» vere not iii^>ortsnt factors 

antering ttM faiuers* decisions to sell their Uvesto^ in 19$6. 

Exijerienee has shown that livestock producers enhance their bargain 

ing position if they obtain con^titive Mds from several buyers before 

selling their livestock* Fazmers, however, did not generally follow this 

practice. Of those interviewed, 86 per cent received only one bid. The 

12 per eent who received alternative bids obtained an average of three and 

seven-tenths appraisals before selling. Dealers furnished $0 per cent of 

these, neat packers and famers liO per cent, and auctions and tezninals 

the remaining 10 per cent* 

Buying Practices 

Three sources were used for purchasing breeding stock and feeder 

animalst (1) other famers,(2) auctions, and (3) livestock dealers (Table 

in). Ths nest important source of cattle breeding stock was other farmre, 

followed auctions and livestock dealers. Sixty-two per cent of the 

cattle purchased for breeding purposes vere bought from o-Uier fanners, 33 

per eent from auctions and ths rcHnalning $ per eent from dealers. Sise of 

purchases from l^ee outlets, however, was in reverse order. Ths average 

purchase per farmer purchasing breeding cattle from Uveetock dealers was 

six sniaals, from auctions four animals and from other farmers four animals. 

Auctions wers the most important source of feeder cattle, with U2 

per eent of the animals coming from this source compared to Ul per cent 

from other fanwre and 17 per cent from livestotdc dealers. Average sise 

of purchases from dealers was again larger than from the other two sources. 
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Awragt Bonibtr of feedtr oattle purohMod by tho faznsn purchasing fsodtrs 

from dealers was twenty'^ight anlraals> ctmpared to sixteen from other 

farasrs and fourteen from auctions* 

Other faraers were the smst ingiortant source of hogs, both breeding 

stock end feeder pigs* One hundred per cent of the hogs purchased for 

breeding stock by the producers came from this acmrce* Average nu^r 

purchased per farmer purchasing hogs was three animals. Approximately 

three-fourths of the feeder pigs purchased cane from other farmers and 

approximately one-fourth from auctions. Average number of airfjaals purchased 

per farmer purchasing feeder piga from auctiaos was twenty-five and from 

other farmers twenty-one* 

Slightly over one-half of the sheep breeding stook were purchased 

from other farmers* Compared to this, 29 per oent were purchased from 

livestock dealers and 1$ per oent oame from auctions. Average mndwr bought 

per farmer purchasing breeding stock from dealers was seventeen animals, 

from auctions nine animals, and from other farmers eight animals* lliere 

were no reported purchases of feeder laiabs by any of the 26k livestock 

producers. 

Evidence indicated that farmers did not shop for the best bargain 

to any great extent in b\]ying livestock* About 5 per oent indioated they 

made offers to purchase other than the one involving the transaction that 

took place. About two-thirds of the offers made by this graap were to 

other farmers and about one-fifth were bids at auctions* 

Instead of bargaining for the best buy when purchasing livestodc, 

faxmers tended to buyi (1) when they saw livestock they wanted,(2) had 

the money available for purchasing, (3) had the feed available to justify 
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the purchase^ or(U) when they "thooght" the aaztot mui right* ApprexL-

nately one-third of the faxwers indloated that they bought when they saw 

liweetook whioh aiqpealed to thm* One-fifth based their purehaees on 

when they thought market conditions were beat tunA one-fifth on the availa 

bility of cash and feed svgjpliee* The remainder^ 2^ per oentj purchased 

for varlotts other reaeims, such as needed replacement etook and for specu 

lative purposes. 

the livestock Producer and Haxket !Iewe 

fOaether the ecanodi^ is crops or livestock, idietber comnsmioatlon 

is by newipaper, fam aagasine, telephone or mail, each individual in the 

market needs Information on prioe, etqply, diauuid and gexMral market o<m-

ditlOTB if he is to have orderly marketing plans. To the extent that market 

information is properly used, the flow of suiplies of livestock from farm 

to markets should be orderly. To \im extent that suoh information Is net 

available or not properly used, the individuals operating in the market 

Tt9k delay, waste and other Inefficiencies. For orderly marketing the 

producer must know what to eapect in the way of aupplies coming to market 

idien he is read^ to sell hie livestock. He must know what is likely to 

happen to production costs while his livestock are maturing and when the 

beet 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 Inforraation 

Tennesaee livestock producers were familiar with aeveral eourcee 

furnishing market infcrsatitm in 1956 (fable IV). The ^hree most ir^rtant 



f
&
B
l
£
 1
7
 

SO
OB
C2
S 
O
F
 F
BI
CE
 I
NF

(»
It

tT
10

iI
 2
6h
 T
Qi

XE
SS

BE
 L
lV
SS
fO
CK
 F
B{

S)
UC

£B
S 
U
E
B
E
 F
AM
II
ZA
a 

tfl
Z
H
,
 

RE
CE
IV
ED
, 
AN
D 
US

ED
 I
N 
IS

fi
mT

Il
ia

 V
AU
JE
(
F
 L
IV
ES
TO
CK
, 
19
$6
 

P
r
o
d
u
c
e
r
s
 U
s
i
n
g
 I
n
f
o
m
a
t
i
o
n
 

P
r
o
d
u
c
e
r
s
 F
t
t
n
l
l
i
a
r
 

P
r
o
d
u
c
e
r
s
 B
e
o
e
i
r
i
n
g
 

i
n
 E

st
ij
pu
it
in
g 
V
a
l
u
e
 

W
i
t
h
 I
n
f
o
r
m
a
t
i
o
n
 

I
n
f
o
m
a
t
i
c
m
 

o
f
 
L
i
-
r
e
s
t
o
c
k
 

S
o
u
r
c
e
 
o
f
 I
n
f
o
z
n
a
t
i
o
n
 

N
u
n
b
e
r
 

P
e
r
 C
e
n
t
 

N
t
a
e
h
e
r
 

P
e
r
 C
e
n
t
 

N
u
m
b
e
r
 

P
e
r
 C
e
n
t
 

R
a
d
i
o
 

2
1
2
 

8
0
 

2
0
1
 

7
6
 

1
9
1
 

7
3
 

D
a
i
l
y
 N
e
w
s
p
a
p
e
r
 

1
9
6
 

7l
» 

1
7
7
 

6
7
 

1
5
1
 

S
I
 

F
a
m
 M
a
g
a
s
i
n
e
s
 

1
5
2
 

5
8
 

1
2
7
 

24
0 

1
5
 

f
e
l
s
T
i
a
i
o
n
 

k
k
 

1
7
 

3
8
 

2
h
 

2
6
 

1
0
 

¥
e
^
2
y
 N
e
v
^
f
l
^
r
 

1
2
 

h
 

1
0
 

h
 

5
 

2
 

Mi
me

og
ra

ph
ed

 R
ep
or
ts
 

9
 

3
 

8
 

3
 

3
 

1
 

A
u
e
t
i
e
n
 K
a
z
k
e
t
 R
e
p
o
r
t
s
 

6
 

2
 

5
 

2
 

3
 

1
 

f
e
x
a
l
n
a
l
 M
a
r
k
e
t
 R
e
p
o
r
t
s
 

h
 

2
 

k
 

2
 

k
 

2
 

O
t
h
e
r
 R
e
p
o
r
t
s
 

1
5
 

5
 

1
 

•
 

1
 

*
 

*L
es

s 
th
an
 1

pe
r 
ce

nt
. 

r
o
 

\
A
 



26 

<MMt utm radios, mvwp»ip%ta, and fam aagasizus. Of the 26U prodaoars 

intervisvsd, 212, or 80 por o«nt, vsre familiar trith radio maxlnt reports. 

Homaver, only 201, or 76 per cent, indicated that they raceired lnfox!ma> 

tiOB through radio* Ctaa hundred ninety-one of these producers, or 73 per 

cent, actually used this infozmatlon in estimating the price for their 

lirestock. 

Iieir8papez>s foUoved radio closely as a source of infomation. 

Fanners fasdliar with the market reports in newspapers numbered 1^6, or 

7U per cent of the total. Of these, 177, or 67 per cent, receiTsd news 

paper infomation, and only 1^1, or 57 per cent, aotiially used the news 

paper reports to estimate the price they would receive for their livestock. 

Farm magasines ranked -Uiird in iii^ortanee. Information disseminated 

by this medium is more of a short-run trend or outloi^ nature. A typical 

fam magasine report forecasts what to eaqpect in the im>nto ahead and fre 

quently offers adrice as to the classes, grades, and weights of livestock 

that should be sold new or held baok and sold later. About 58 per cent 

of the producers were familiar with market information in fam magazines, 

however, oixly U8 per cent indicated they received any infomation from the 

magazines. Even though a laxge number of produoers were familiar with 

this source of infomation, magazines apparently were not considered very 

valuable in detemining the value of their livestock. Only forty produoers, 

or 15 per cent, actually used izarket infoxmati<m in fam magazines as a 

basis for estimating the price they expected to receive. 

Table IV also lists several minor sources of livestock amuricet xiews. 

The most iiqportant of these is television. Although there are no organised 

livestock Mkxket rej^rts televised at present in Tennessee, sane of the 
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Mlddla and Watt ToantMM stations aoMtima inoloda a brlaf aaxkat avBonaxy 

vith othar navscaats. About 10 per cent of tha famera Indisatad tbaaa 

talaoaats wart sometlnas taken into conaldaratlon vhan thajr tried to aatl-

■ata tha ralua of thair livaatoek* Local wMkly navapapera^ ndioeograpbad 

reports* texninal aaxket reports* and auction naxicet reports followed telS" 

vision in tbat order aa nedia aonetimes uaed by Tennessee faxmvn. 

LLvastotft producers also obtained infoxnation on oaxket conditiona 

direct froa persona connected with tha anrket outlets. This Infoxmation 

was not part of any foznal narket report* Rather* it was tinely infoma-

ti^ tha producer desired and obtained through his own initiative. About 

13 per eent of the prodttoez>s requested information from packers* livestock 

dealers* auction waployeas* oommission man* and truckers. Frequently 

market infomation was volunteered by these agencies (Table ?). In most 

cases the infomation was given verbally in answer to direct questions 

by tha producer. Information furnished by tha trade people was quite 

valuable to those who received it for use in making decisions about whan 

to buy or sell* where to buy or sell* and what price to pay or accept. 

Of l^se who obtained information frcMB this source* about three-fourths 

used it in making decisions. 

Outlook Information 

Market information is more than tha condensed suranarias of tha 

receipts and prices at any given market quoted on the financial pages of 

dally newspapers or broadk«st over the radio. A market news organisation 

that works smoothly and perfectly must provide sufficient information for 

farmers to use in planning their livestock progrme* The livestock producers' 
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firat naxicetiog dscisiOQ eoMS «h»n bt baa to daoida yAmn to brood bio 

or vhen to atart hia Milaala in tbo food lot^ booauao tboao factors 

dotorBdno vithin rathor naxrow lladta vfaon the animals will bo roadsr to 

aoH. Farm paporSf nevalettoraf and outlook reports should toll tbo faraor 

what to oapoet in prioe trexula, marketing and production costs and offer 

advice an timing of purchases and sales* Thus* a Kay issue of a fam pub* 

licatioa may advise Tennos»M fazmers to breed beef oowa this month in 

order to top the feeder-calf maztmt in October of the following year* 

To meet the need of the Imig-run planning ro(iairefflents, fans maga-

sines, agencies of the 0. S. Department of Agriculture and rarlous private 

agencies maintain a oontinuoua service of bringing together and analyaing 

market informatim from many sources. Crop and livestock estimatea, market 

news, information based on farm managanent and marketing research studies 

all contribute to basic outlook information* Related data on business 

conditions, industrial en^loynent and wages, and Intematicnal developments 

are brought together periodically in the form of on^rehensive situation 

reports which help farmers, processors and handlers in making decisions. 

Responses producers interviewed to questions on outlook informa 

tion indicated that Tennessee livestoek farmers were sot maklig 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 iil per 

cent who did, 8 per cent reduced the else of their hog enterprise, 5 per 

cent expanded their enterprise, 1 per cent dropped hogs from their livestock 

progrem sad 27 per cent made no change (Table VI). 
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HQMBER AND PER CENT OF 26h TENNESSEE UTESTOCK PRODUCERS UTIIIZIW 
ANHUiAL OUTLOOK INFOBHATION IN UTESTOGK PBOQRAMS, 1956 

Hogs Cattle and Calves Sheep and Lambs 
UtiUsation Nt»R)er Per Cent iNun^r Per Cent Nisnber Per Cent 

Radomd EataxpriM 20 8 16 6 2 1 

Siqpandad &it«rprlM 13 5 33 13 5 2 

Dropped Entezprlae 3 1 3 1 2 1 

No Chang* in 
Entezpris* 71 27 61 23 89 

Did Not RecelT* 
Outloc^ Infomation 156 59 151 57 166 62 
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Qn«*fifth of tho oattle producers ehaz^ed tluiir program as a result 

of various outlook reports in 1956. On the basis of these reports, 6 per 

cent reduced their entexprlse, 13 per cent eiqpanded and 1 per omt dis-

eentlnued oattle production* Another 23 per cent mads no change in their 

cattle enterprise* Fifty-seven per cent did not obtain (Wtlook informa 

tion* 

Only U 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 suuSe no change and 62 per cent did not receive any 

outlook reports. 

The most popular source of formal outlook information eas from fana 

magazines* Sixteen per Mnt of the farmers said this source vas the most 

timely and aeourate information available for their outlook needs* Another 

8 per cent obtained outlook information from their county agent* less than 

one per cent used the official U* S. Department of Agriculture releases or 

relied on information farom University personnel* Close questioning of the 

farmers indicated that many produoers relied on informal sources suoh as 

neighbors or livestock dealers to predict future market oonditicms. 

How Well Can Farmers Use Market Reports? 

One of the major uses of current market reports is to pr'ovide a 

basis for estimating what price a farmer's own livestock will bring at 

alternative markets* For a farmer to tura 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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Ftamn in th* saMplA wn ntind to tell hew they judged the grede 

of their livestock. Five possible ohoiees of answers were listed: t^pp^MP^ 

anoB, rely on opinions of others^ how the aninals were fed, pay no attention 

to grade, and cannot judge* Over three-fourths of the faxners in the sanple 

indicated lhat they graded their livestock by appearance* Eowever, i^jpear-

ance is a logical answer to such a qpie8ti<»i, and does not Indicate definitely 

tiutt the famer, even though he gave -Usat answer, was faniliar with the of 

ficial U.S.D.A. grades. Further questiming by the enuswtator usually dis 

closed that what a large nunber of fanwrs aeant by sqppearanoe was fatness 

or degree of finish, particularly in relaticn to other animals in the lot. 

There usually was no att«Bq)t to associate a specific official grade with 

the aaijaals. Five per cent of the farmers judged the grade of their live 

stock by relying on opinions of other people. Another ID per cent indicated 

that either they paid no attention to grade or could xu>t judge the grade of 

their livestock. 

This study further shows that many terns used to describe market 

conditions are not well understood by livestock producers* When the 261; 

livestock producers vbvb rated on their knowledge about the descriptive 

market terns, "Trade was moderately active" and "Demand was moderately good," 

only per cent were considered well informed (Table Til). Six per cent 

were considsred as having no knowlsdgt and 7U per cent as having limited 

knowledge of the descriptive terms* meaning. 

To farther test the ability of livestock producers to use a market 

report, each producer in the Mmple was aidced to assume he had received 

a market report that quoted Good and Low Choice slaughter steers as ranging 

from to |18*1|0 per hundredweight^ and Good and Choice stocker and 
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TABLS Vn 

KHGWLSDaE R&T11» OP 26k TENNESSEE UTBSTOCK PaODUCEBS BASED Oi 
REPUES TO THE Q0ESTION, "WHAT DO THE HAHKET TEHHS, TRADE 
WAS MQDERATELT ACTX7E, AND DEMAND WAS HODERATEIT QOOD, 

MEAN TO TOU?" 1956 

Kh<nrl*6gt Rftting Number of Replies Per Cent 

No Kiiawltdgo 16 6 

liadutod Knowledgo 196 7U 

Xnfornod 52 20 

V.,, 

■*. ^ ' \ 

»■» . 

' -M ... " . ; 
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feedsr steers et $15*75 to Il8«l40 per hundredweight* The farcaers were 

then asked what they thought the price of an ATsrage Qood grade slaughter 

steer would be and what they thought it would cost thffia to buy a Choloo 

stodcer or feeder steer* The prloes quoted by fajnnsrs for the average 

Oood slaughter steer ranged froai $11^*00 to $22*50 per hundredMelght* Any 

prlee that fell between $16*50 and $17*00 per hundredweight was considered 

correct* Approximately 26 per cent of the livestock producers quoted 

prloes 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* said they were un-

able te detemine price* 

In tim caee of the Choice feeder steer* any price that fell between 

$17*90 and $l8*ltO per hundredweight was considered correct. The prices 

quoted by fazswrs ranged from $15*00 to $21*50 per hundredweight* Thlzly 

per cent of the producers quoted prices that were within the allowed price 

Five per cent quoted prices that were below the low price of the 

allowed range* The sasw fazners idxo were unable to detemine the price of 

the average Good slaughter steer were also unable to detemine the price 

of the Choice feeder steer* 

Livestock producers in the sanple were also tested on how well they 

thought they knew the market* Each fanner was asked how close an estimate 

ef the value of his hogs» cattle* and calvws he had before oontaeting 

potential buyers or sending livestock to market (Table VIII). Approxi 

mately two-thirds of the hog pro&icers thoi^ht they oould 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 



35 

SABLE Vni 

ESTIMATES OP 7AL0S MADE BT 26U TESKESSEE LIVESTOCK PaODUCiaS BKPC«B 
COMXACmiQ POTEIiTUL BUTEBS OR SENDINQ UVESTOCK 

TO MARKET, 1956 

Hogs Cattle and Calves 

Estlmat* llwnber I^r Cent Kumber Per Cent 

Very Close 
(less than $1*00 per owt.) 1U8 68 111 ii3 

Fairly Close 
($1*00 to |2«00 per ewt*) 61 29 122 m 

Rough Estiaate 
($2,00 to $3*00 per owt.) 5 a 16 ? 

Vague Estiaate 
(over $3*00 per cwt.) 2 1 5 2 

'1 - -r 
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$1.00 to $2.00 per handredHeightf and 3 per oeat had a mgh or Tagwi 

•otlMta ot $2.00 to $3*00 or more per hundredMight* 

Cattle and ealf produoera were not as aeoormte aa the hog produeers. 

Only it3 per cent beliered they could get within $1.00 per hundredweight 

and ItS per eent thought they could eatiaate within the $1.00 to $2.00 

range. The remainder^ 9 per cent* could not get within $2.00 per hundred* 

weight when they judged their own ability to estimate walue* 

Producers Must Leam To Orade Animals 

In order for fanMrs to understand and use martEst reports effec 

tively, they must have a knowledge of grade etan^urds, aaxket terminology 

and the ability to tqpply grades to their own livestock. TeaohlBg faxners 

about grades and grading is an educational problem which probably can be 

met by educational and service agencies presently working with farmers. 

Agricultural colleges, the agricultural ext«i8lon services, vocational 

agricultural departments, farm organisations and county livestock assoei-

ati(ms can provide the leadership and educational progrttss needed to give 

farmers a better understandiag of livestock marketing. These agencies 

should hold grading schools and realistio grading demonstrations where 

farmers oan be informed of grading terminology and proceduxe and their 

application to animals. These sohools and demonstrations could be held 

at college eas^uses, branch e3q)eri»snt stations, eentrally located live-

etook meirteets and other places cwnrmedent to greiqts of prodacers* While 

fat stock shows and similar exhibitions have edueaticnal value, they do 

not servo the need for infoxmation on grades and grading. 

Tooational agriculture teachers in high schools can contribute by 
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Inoludiiig grading prooedozti in tha ragular instructional progrttss for both 

high school and adult classes* County llrsstook assodatlons ean aesiat 

bgr iiflpressing upon their members the iii^rtance of being able to Judge the 

grade and yalue of toeir livestock* An effort should be made by organisa-

tlon leaders to encourage groups ef farmers to attend grading schools and 

dancmstrations* 

toflwledge of Grades Neceaeaay to Understand Market Reports 

An io^rtant aspect of teaching fazmsrs and others to grade live-

stook is to ei^hasise the uses that can be made of the knowledge of grades 

end the ability to grade accurately* One important benefit of such knowl 

edge is the effective use of market reports soad other information in making 

decisions as to when and where to buy and sally what prlee to pay or accept 

and how to plan for the future* 

A program of instruotion in livestock grading and in the use of 

mazket infozmation could ba greatly strengthened by providing fazners vi^ 

better sources of infozmation* There is a need for perlodie infozmation 

of a short-time outlook type to guide farmers in production and marketing 

daeisions. 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-

Bines or thoaa laaued by professional faxm infozmation sarvioea* Its main 

difference from these reports mold be that national, regional and state 

livestock mazket eonditiras would be interpretsd in tezms of the Tennsssse 

situation and specific guides provided the Tenneisee produoer. This report, 

in addition to supplying Tennessee farmers with market information, would 

serve other purpoees* It could be used as an aid in teaching grades to 
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faxners inclusion of photc^raphs of graded aninals and making repeated 

referenees to grades and grade eharaetaristics* C«mdeaesd Tendons of tbs 

material could be distributed to the local newspapers and radio stations 

whiob hinro no other satisfactory means of recelTing msxleet reportst 



CHAPTEH III 

THE MEAT PACKER 

The neat paoking indastiy* Mlling ten and eight-tenths billion 

dollars worth of products in 19$$, is one of the most iaqportant ijMiastries 

In the United States when measured in terns of sales rolusw* It raides with 

the motor Tehicle and steel industries as one of the three leading indus 

tries in the United States* The "raw material" neoessarjr to keep this 

Industry moring at peak efficienoy is tremendous. During a normal year 

Mat padeers in this country slaughter twenty-five to thirty nilli<m cattloi 

seventy to eighty millim hogs, and twelve to fifteen million sheep and 

l«abs. Red Mat productiwi in 19$$ in conmeroial plants reached an esti 

mated high of twenty-five billion pounds.^ TenMSSM Mat packers* share 

of this total Mounted to om million cattle, cm and one-half million hogs 

and fifty-four thousand sheep and laahs for an estimated value of one 

hundred and fifty million dollars.^ 

In an analysis of the nature and use of livestock market news, 

Mat packers must not be overlooked. Heat packers receive and utilise 

more market information than most livestock producers* Their knowledge 

of market ccnditions, however, is far from perfect. Individual paekera 

are continuously trying to secure a better knowledge of the entire live* 

Stewart H» Fowler, The Marketing of livestock and Meat (DanviHes 
The Interstate Printers and Publishers, Inc., 1957), p* 59. 

^U. S« DepartMnt of Agriculture, "livestock Market Mews Statistics 
and Related Data, 19$6," Statistical B^letin No. 209 (Washingtont U. S. 
Oovemment Printing Office, 1957), p« 29. 
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To some extent the leMt packers are the price making unit for the 

entire livestock and meat indastrles. The prices they are vllling to pay 

detenaine what the producer receives for his livestock and the vhc^sale 

prices the packers establish detenaine within narrow limits Xhat the final 

retail price will be* The infomation on supply^, demand and price idiieh 

the pa(dcers have available form the basis upon which their buying and sell" 

ing prices are set* Just how the packers secure and utilise market informa 

tion, and what information they would be willing to contrlbttte to autrket 

news reports is the subject of this <d)apter* To provide boms insight into 

how Tsnnessee meat padosrs use market news, an examination of their buying 

and selling practices is necessary. (huM these practices are understood, 

the isg>or>tanoe of market news at the processing level of the livestock 

industry can be determined. 

Buying Fraotioes 

Sources of livestock 

Tennessee aieat pa^rs use four primary sources of supply for ths 

animals they slaughters the auction markets, the terminal markets, direct 

sales from farmsrs, and direct sales from dsalers* Frtax thess four market 

supply sources must come the lnformati<m for current market news reports 

on price, demand and supply. At the present time practically all the in* 

formation for these reports is based upon only one of these supply sources, 

namely, the terminal market outlets at Kashville and Hen^his. Om of the 

hypothesis of this study was that market news is inadequate to arrive at 
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•quLtoble prle«8 for porohaslng livostook. Data in Table H anqjport thla 

hgrpothaala. IdQtils practically all reporta on live animal prices and sup 

plies are based on terminal outlets^ only sheep and laiiibs show more than 

$0 per cent of the total volume moving through the terminal mazkets* Ap 

proximately one-half of the eattle« one-third of the calves, and one-third 

of the hogs are sold through the terminal faeilities. The remainder are 

purchased from the numerous auctions located throughout the atate and bjr 

direct sales from fazners and livestock dealers. 

Basis of Purchase 

Another factor to consider in analyzing the meat packers' role in 

uslog narlcst news is the basis cm tdzich their purchases of livestock for 

slaughter are made* Based on the sample of thirty packers, the liveweight 

basis for pricing is by far the most important method used (Table Z)« The 

data show that 91 per oent of all eteers and heifers of all grades, 9h per 

cent of all hogs and 100 per cent of all cows, bulls, stags, veal, and 

slaughter calves were purchased on a liveweight basis. The remaining snail 

per cent of livestock was purchased on sons form of quality basis. From 7 

to 9 per cent of all eteers and heifers and 6 per oent of all slaughter 

hogs were purchased on a liveweight and grade basis* Two per oent of the 

Qood grade or better steers and heifers were purchased on a carcass grade 

and liveweight basis. 

Most of the thirty meat packers pxeferxed to buy on a liveweight 

basis when it cones to pricing livestock. Of the twenty-nine packers that 

slaughtered cattle, 86 per cent preferred to buy cattle azid calves a 

liveweight basis, 7 per cent on a carcass grade and liveweight, 3*^ per oent 
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SABLE IX 

SOURCBS OF LI71ST0CK BOUQIff FOR SUUQHTER HI 
THXRTI TESraaSSEE MEAT PACKERS, 1956 

Species and Class 
of LItsstock 

Per Cent Vllthin the South 

Organised Markets Direct Sales 
Auction Texnlnal Fazmers Dealers 

Outside 
tibe South 

Fed Steers 
and Heifers 

Cows, Bulls 
and Stags 

Slaughter Calves 

Hogs 

Sheep and Lambs 

26 

3k 

ia 

35 

10 

50 

h$ 

33 

32 

80 

18 

20 

25 

25 

10 

3 

1 

» 

k 

* 

1 

0 

0 

h 

0 

^S8 than one per eent. 
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on llvovolght and grade, and 3*5 per cent en a earoaaa gnde and earoass 

weight basis* Eight/othree per cent of the packers preferred to buy hogs 

on a liveweight basis, 6*5 per cent on Uveweight and grade, 6*5 per cent 

on carcass grade and liveweight, and U per eent on a carcass grade and 

oareass weight basis. 

Selling Notices 

Distribution Channels 

Tennessee neat packers sell their mat products through three ia-

portant outlets: (1) the independent retailers, (2) the chain store ware 

houses, and (3) the service institutlcais sueh as restaurants, hospitals, 

and hotels (Table XI}. Of these three the independent retailers are the 

Bost iaportant* Approxiaately (me*half of the carcass and idiolesale outs 

of beef, veal, pork, and slightly over one-half of the sausage products 

and three-fourths of the lai^ and mutton carcasses aid cuts are sold through 

this chanml. 

Chain store warehouses were the second moat important sales outlet 

for the packers. During 1956, 21 per cent the beef, 23 per cent of the 

veal, 22 per eent of the pork, 13 per cent of ttu> lamb and mutton, and 20 

per cent of^sausage products were sold thirough these outlets. The 

Mrvice institutions purchased slightly less than the chains: lU per eent 

of the beef, 20 per cent of the veal, 17 per cent of the pozk, lli per cent 

of the sausage products, and less than one per cent of the lamb and mutton. 

The remaining outs and carcasses were sold to various other buyers, such 

as small wholesalers and other packers. These other outlets were not very 

in^ortant In terns of total volume, because 81 to 90 per cent of all mat 
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DISTRIBUTION OF KINDS OF MEAT SOLD BT TmRTI TENNESSEE 
mt PACKSB3« B7 TIFE OF BUXER, 1956 

Species, Claae 
and Fom 

Independent 
Retailers 

Per Cent 
Chain SerTioe 

Warehouses Institutions* Other 

Beef, Careaas and 
Wholesale Cuts 21 Ih 19 

Teal, Carcass and 
Wholesale Cuts U7 23 20 10 

Pork, Carcass and 
Wholesale Cuts $0 22 17 11 

Laid} and Mutton, 
Carcass and 
Wholesale Cuts 75 13 0 12 

Sausage Produots 53 20 lU 13 

•includet wftanranta, hotels, hospitals, etc. 
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pxoo«s8ed by these thirty packers was sold through the three most important 

channels* 

Sales Standards 

Although only seven of the thirty meat packeirs were federally in 

spected plants, the largest percentage of the total volvaw of the B»at was 

sold on the basis of federal grades. Sixty-two per cent of the beef sold 

was giraded accordixig to federal standards, 19 per cent according to state 

standards, X$ per cent according to standards established by a pzivate brand, 

and U 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 $$ per cant on federal standards* EighV-

ninw per cent of the Inb and mutton sold was federally graded, and the 

remainder was marketed according to state standards. 

Price Change Intervals 

The intervals at which moat packers change their price quotations 

for processed meats is an important selling practice of any individual 

firm's aailcet structure. This is particularly ia^rtant when market news 

is used as the basis for deciding irtiat the price quotation to prospective 

buyers should be. Because prices often change rapidly, timeliness is of 

utmost iB5)ortance 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 cones to market in a fluctuating 

ftrean that varies from day to day, aeaeon to season, and year to year* 
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This constant expansion and contraction of supply necessitates adaptatioas 

In plant cqperations, labor requlr«Mints> financing* and price adjustiiieats. 

The packer has a difficult job In establishing a price on most of his 

products because of fluctuating 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 dally by nearly two-thirds of the packers and twice 

per week or weekly by the others (Table HI). 

Ofeed and Choice lamb carcass price changed more slowly* probably 

because of a more steady demand. Eleven padcers ehai^d lamb carcass prices 

daily* tiM twice per week* and two weekly. Some of the aonaller packers did 

not change price quotations as often as once a week* but most of these have 

a well established market for their product. 

The Neat Packer and Market Information 

An adequate* accurate* and timely supply of market information is 

neoessary in a ocnqMtitive market idiere individual firms are trying to im 

prove their market position relative to conpetitors. The operations of the 

meat packing industry arm sensitive to the fluctuation of the livestook and 

meat markets and the packers must have unbiased reports es a decision making 
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TABLE m 

ATEBAQE TIME INTEiWAIS AT WHICH PRICE QUOTATIOHS FOR 7ARI0DS KtHDS 
OF MEAT WERE CHANGED BY THIRTY TENNESSEE MEAT PACKERS, 1956 

Two Tines 
- Par Wyk WeskjL

Guts of Meat dumber Per Cent Number ^er tWnt Htaiber Per Cent 

Two Top Grades 
of Carcass Beef 17 57 U 13 7 23 

Pork Loins 20 67 k 13 5 17 

Sliced Bac<m 19 63 5 17 5 17 

12-llt Pound 
Snoked, Skinned Hans 18 60 k 13 U 13 

Good and Choioe 
Lamb Carcasses 11 37 2 7 2 7 
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basis if tbsy are to coiqMte saecessfulljr. Tbt packers must know tb« supply 

that ean be expected to come to given markets» what its quality vill be and 

when it win arrive. They must know idiat price to pay the producer for his 

livestock, idiat the consumer demand is, end what price these consumers are 

willing to pay. 

All meat packers interviewed relied on some typ« of formal market 

news release to aid them in determining the price at idiioh 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 pa^dciag 

houses, or those idio 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 

idiolesale paeking houses, or tiiose slaughtering over two million pounds 

livowoight annually, usod an avorago of four market news sources to arrive 

at purohaae prices and three to arrive at sale prices* The seven federally 

inspected packers ussd an average of four market news sources to sstablish 

both buying and selling prices. 

Ths most frequently used information on buying price was obtained 

from the daily National Provlsioner'e mailed report (Table XIII). In 1956 

twenty-oiM of the thirty meet paekers used t^is source in determining pur 

ohaae prices for cattle and calves* The National ProvislCTaer's mailed re 

port was used by nineteen of ths packers idxo slaughtered hogs and seven of 

the padcers slaughtering sheep and laaiba. 

The next most used source of buying information was the National 

Provi8iooer*8 dally wire* This medium is probably the sourve of market 

information most used hy the larger packers. Fifteen packers received a 
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x&BLE nn 

sfim mkf pACK:m isstm immm sooeces of market iuFcmTioH 
IN DETERMIHINO PRICES TO PAT FOR UFESTOCK, THTRTT 

TENNESSEE MEAT PACKERS, JS$6 

Speciea 
ShMp and 

Souroa Cattls CaXws Xj^9 

DroTars Jonroal 

National Proviaioner 
Wookly h k 2 
Daily Man 21 21 19 7 
Daily Wire 15 15 17 6 

Mm York Dreated Meat 
Prioe Repox>t (USDA) 

Newspaper 2 2 2 0 
Wire 2 2 2 0 

Chicago Dressed Meat 
Price Report (USDA) 

Newspaper 3 3 5 2 
Wire 27 7 7 

Prepaid Wire from 
Other Hartet Mews 
Offices 

Chicago k k k 2 
St< Louie 7 7 6 3 
Memphis U k 5 2 
NashTlUe U 10 U 6 

Local Attctloas k 5 k 2 

RaddLo 2 1 2 1 

USDA Reports 3 3 X 0 

Others 3 3 5 1 
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daily vira raport frcn the Rational Frcwrlsloner on eattla and calves, seven 

teen on hogs and six on sheep and laabs* Reports by vlre from terminal 

maxtot news offices in Chicago, Stt Louis, Kashvllle, 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 USDi reports bad limited use among 

the packers* These sources, particularly local auctions, were used by 

many of the smaller packers lAo had localized markets and purchased all 

their livestock from the local area* 

TbB packers* selling prices for meat products were based primarily 

upon information from the same sources as buying prices* The National 

Provlsioner'a daily mailed report was again used by more packers than any 

other source* However, the wire services are still important media for 

the larger packerw* Approximately one-half of the thirty packers received 

a daily wire from some source, either frraa the National Provialoner, USDA 

dressed meat price reports frcmt Chicago, and/or direct from other market 

news offices In Chicago, St* Louis, Memphis, Nashville, Qnaha, and Mil 

waukee (Table XIY). 

Local market demand and sui^ly conditions were also considered in 

detenninlng prices for processed meats* The smaller packers with a local 

ised markst rely moM on local market conditions thsm the larger slaughterers* 

Many local packers bass selling prices on a cost-plus basis rather than on 

demand and 8\:^ply 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 
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TABLE nV 

NiaiBER OF MEAT PACKEBS USINQ DIFFERENT SOURCES OF MARKET INFt^MATION 
IN DETERMINING SELUNO PRICES FOR MEAT PRODTOTS, 

THIRTI TENNESSEE MEAT PACKEBS, 1956 

Meat Product 
TjubVi and Sausage 

Source Beef Feal Pork Mutton Products 

Drovers Journal 1 I I 1 1 

National Provisioner 

Weekly h k $ U h 
Daily Mail 16 16 17 11 16 
Daily Wire 15 17 8 15 

Nev Tork Dressed Meat 
Price Report (USDA) 

Newspaper 1 I 1 1 1 

Chicago Dressed Meat 
Pilce Report (USDA) 

Newspaper k k k 1 k 
Wire 6 6 6 k 6 

Prepaid Wires troa 
Other Market News 

Offices 
Chicago 2 2 2 2 2 

St. Louis h U k 2 3 
Memphis 2 2 2 1 2 
Nashville 7 7 7 7 7 
Omaha 1 1 1 0 1 

Milwaukee 1 1 1 0 1 

Leeal Karksts 5 5 $ S 5 

Others* 18 17 17 16 18 

*Othera includes a large number of the smaller packers nho base 
tlieir selling price on a given amount of profit above costs. 
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rtMlTa tOM Information from tho nruB nlMMBBs, their prioos often were 

based v^ion the cost-plus factor rather than conditions in the mat market. 

Additional Inforaatioo Desired 

Approxliaately two«third8 of the thirtjf packers indicated a desire 

for more information on idiioh to base their pricing policy (Tables X? and 

X7X}. Most packers feel that information on prices paid by competing 

pacdcers on both lireveight and carcass weight bases would be met helpful. 

C^Uiers would like to have a combined report en wholesale neat prices and 

receipts at local packing houses. These factors indicate that a large 

number of the packers believe that the infomation they now xeeeive is in 

adequate to provide a basis for foxnulating accurate buying and selling 

prices. 

Most of this desired Information is of the type that packers thm-

selvss must furnish. The current livestock marketing trends of a more 

integrated marketing systam that moves products and live animals direct 

from one level of the industry to another require more of this "^rpe informA" 

tion. At present there is inraotically no information in the news releases 

that oomes directly from the paokers* Less than a third of the packers 

interviewed furnished information for market reports and this InformatlcRa 

was very llBilted in scope (Table XVU). Such information was usually rm<* 

leased by^mailer 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 mats. Several 

packers, however, indicated a willingness to release some mariset informa 

tion on both bvying and selling prloes. However, news in these releases 

would be general in nature, and since most packers change their prices 
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HDKBSR OF HEAT FACEEBS BESIRINQ ABDITIONAL IHFOBHATIOli IN DECIDim 
PRICES TO FAX FOR LIVESTOCK, THIRTX TENNESSEE MEAT FAGKBHS, 19$6 

Speclas 
Sheep and 

Type of Information Desired Cattle Calves Hogs Lmiba 

Prices Paid by Other 
Packers, Liveveight Basis IP 19 21 6 

Prices Paid by Other 
Packers, Carcass Weight Basis 16 16 17 7 

VholesaXs Heat Prices 6 6 7 1 

Receipts at Local 
Packing Plants k 3 3 2 

Mora Accurate C^otatioas 1 0 2 0 

1 0Others 1 2 



TABLE 171 

HOHBER OF MEAT PACKERS DESIRING ADDITIONAL INFOBMATI(»I 
IH DECIDINa SELLENQ PRICES FOR HEAT PRODUCTS, 

THIRTr TENNESSEE MEAT PACKERS, 1956 

Meat Produet 

Typ* of Infoiaation Beef Veal Pork 
Lamb and 
Mutton 

Sausage 
Products 

Prices Paid by Other 
Packers, Llvevelght Basis 17 17 18 Ih 16 

Prices Paid by Other 
Packers, Carcass Weight Basis 15 15 16 11 15 

Wholesale Meat Prices 3 3 k 2 2 

Receipts at Local 
Packing Plants k k 5 k k 

Others 2 3 1 2 
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TABLE X?n 

PRICE niFQIWATION THXRTT Bi3INESSEE MEAT PACKERS 
FORMISH OR WOUID BE WILLDIQ TO FBRNlSHt 1956 

ItQin 

Liveweight 
Cattle 

Calves 
Hogs 

Wholesale Cuts 
Beef 
Pork 

Sausage Products 

Paokers Furnishing 
InfoCTuaitiwi 

Nwbsr Psr Cent 

10 33 
10 33 
11 37 

0 0 

0 0 

0 0 

Paokers Willing to Furnish 
Price Infomation 
Number Per Cent 

2li 60 
2U 60 
25 83 

23 77 
2U 60 
2U 80 
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frvquently, sttsh rsltaMi would not likely be as aoourato and timely as 

doKtred* 

As Hvestook markets beecew more decentralised and integrated^ the 

role of the meat packer In eiqjplylng market news and information will be« 

ooBW increasingly important* The sources through vfalch 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 

bads, will demand more exacting reports from market news sources. The 

information meat packers use individually and are willing to releaeo for 

public reports will need to be a part of the infonnatlon available to the 

entire maxketing 8y8tem<-*fra» producer to consumer. 
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THE II7ESTXK PBODUCEH AND HIS MAHKETINQ ALTEHNATI7ES 

The llYVstoOk producer is eoocLfronted with the deolelon of selecting 

the nost desirable earket arailable when he sells and b^s livestock* The 

maxket that wui the nost advantageous the last tine he bought or sold nay 

not neeessarily be the best one the next tine he bqys or sells. Tech-

ttologieal develcqpnents that have taken place during the last quarter 

oentuxy have resulted in producers having to |Mgr none attention to aarkets 

available in order to select the best one* After World War 1, new develop* 

nents in transportation and oasBBunications began to reduce the advantages 

that were once derived from the e<mcentration of livestock at the large 

tenainal narkete* Fomwst aauMag these devel^pnents were improvement 

in motor truoks, the vast «qpansi<m of hard-surfaced highways throughout 

the countryt and the increasing use of radio, tel^crajdi, and telephone* 

Trucks and paved highwiys spread the livestock suaxket over the entire 

production area* Radio, telegraph ax»l telephmie disseminated market news 

to the decentralised market* As a result, ths public market system began 

to be disrupted by the growth of packing plants within produotiun arsas 

and by the increasing popularity of livestock auction markets* 

Ckmsistsnt with these changing market conditioxis livestock producers 

were asked idiy tlwy preferred the aaxkst outlets thsy are currently using. 

Questions were designed to determine whether producers patronise a particu 

lar market outlet becaum they are infommd about its advantages or whether 

they axe ignorant of the alternatives available. Of primary importance 

wae the question of whether shifting price relationships among alternative 
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Markets ifere ocmsidered important bgr producers or whether producers look 

for intangible factors such as ccanrenience and eonpetition idien choosing 

a mazket* Questions were also asked to datemine whether the lerel of 

mazket ixifoxnation received was sufficient to choose the best sutrket. 

Preferences for Market Outlets 

To find out preferences for mazket outlets, livestock producers 

were asked to give their reasons why they sold their livestook diroet to 

meat packers, auctions, teminal facilities, and countzy salest Reasons 

given were then classified into seven basic reaswxst (1) convenience, 

(2) cos^tition,(3) ready market availabls, (U) grading, (5) better prices, 

(6) faster transactions, and (7) friends* influenoe (Table X7III}« Each 

farmer was asked to give three reasons idiy he thought a particular mazket 

outlet was best. Of the responses, the two most important were convenience, 

vhich was given ae the most inporbant reason by hX per cent of the pro 

ducers, and better prices which was given as most Important Toy 32 per eent 

of the producers. A quick rea(fy market aooountsd for 12 per cent of the 

reasons given as the most inportant and eenpetltion accounted for 9 per 

cent. Other reasons such as grading, faster transactions and friends coi-

neoted with a particular outlet were of minor importance and together ac 

counted for 6 per cent of the reasons given as most l^ortant. The aecond 

and third reasons given also indicated that convenience and price were the 

two moat important factors considered in selecting a market outlet. Bow* 

ever, since most prodiicsrs had already listed these two by the time they 

aansd a third reason, the minor reasons such as ocopel^tion and friends 

beoams more important in this group. 
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Auctions vsrs toy tv the nost prvferrsd naxicst outlot lay ths farmsrs 

intsrrievsd* Considsrlng ths two nost iaportant factors« ooofsalsnes and 

price, 70 per cent of the producers considered auctions as Iwlng the stost 

convenient and Itl per cent as offezing the best prices. Auctions also re-

ceired a lazier percentage of^selecticsis in the eonpetition and quick 

reac^ nazket categories than did the other mazket outlets. 

The nost inportsnt factor nazket news is concerned with is pzlce. 

Alsost one-half of the livestock producers listed this factor as ozte of 

their most inportant reasons for selecting a maxket outlet. However, the 

question arisest "Do these producers really know if they are receiving 

the best price available?" Forty-one per eent said that the best pzlce 

was at the auction nazket, 29 per cent preferred countzy sales for highest 

prices, 16 per eent voted for packers, and lU per eent indicated that the 

tersinal narket was their best price alternative. Again noting that nazket 

news is based prinarily on infomation fron texminal outlets, only lU per 

oent of the producers were willing to accept these quoted prices as their 

nost profitable nazket outlet. 

Further questioning about nazket outlet preference indicated that 

only (me-fifth of the cattle and hog producers practiced selling consist 

ently at a given nazket outlet. Less than one-fifth of the hog producers 

and 17 per oent of the cattle producers preferred one suizket outlet over 

another. The hog producers preferrixig a particular outlet were mostly 

farmers idio sold feeder pigs at country sales. One fasner out of every 

eight selling cattle preferred to sell at auctim, otherwise there were 

no notable market outlet pzeferenoes stated by cattle producers. In 

general, no preference was expressed as to idiat maxket outlet was best 
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for markatlng stockers, foedors, and breeding atook (Table ZIX). 

Pialikea About Maricet Ontleta 

IlTeatock produeera were also asked what they disliked most about 

the different market outlets# Six i]i9>ortaiit faotora were listed! (1) not 

enough o(Mq>etition« (2) ineonsistent prices,(3) poor grading, (U) poor 

nsaagensnt, (^) inoonrenienoe, and (6) high oaoDaisaion charges (Table XX). 

Inconsistent prices accounted for 38 per cent of the reasons named by 

fanners as their most iiqiortant dislike# Cc^pared to this, lack of oampe-

tition accounted for 21 per cent of the reasons, poor grading 1$ per cent 

and poor management 10 per cent. Incojonrenienoe, high coemiisslon charges 

and numerous other reasons were also nmed by a few producers as dislikes 

of first iiq)ortanee. Ineonsistent prices were also named most frequently 

as the second most important dislike# hy 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 becoae more 

iaqportant reasons for disliking given mazket 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, $6 per cent listed auctions as Imving 

the most incoaisistent prices, 27 per cent listed country sales, 12 per cent 

listed packers, and ̂  per cent listed the tezninal markets# The see<md and 

third most io^ortant dislikes named by farmers also indicated that auctions 

have more marketing factors that need correction than do the other mazket 

outlets. 

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

mmSSEE LIVSSTOCK PBODUCSRS l^INO DIFFERENT MARKET OOTLETS 
FOR DIFFERENT TTEBS OF LIVESTXK, 19$6 

Outlet Stocker Feeder Breeder Koks Cattle {^beep 

Per Gent 

No Prafereneo 97 93 97 81 83 98 

Packer X 1 0 6 X 0 

Auetion 1 U X I 12 0 

Coimtxy Sales 1 1 2 8 2 2 

TemLxial 0 1 0 X 0 0 

0 3Others 0 0 2 0 
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for ffuggastlons u to how "yioy thought the ocmdltlons thsy disliked about 

a particular aaiicet outlet sight be oorrectedf From the anewere of ap« 

proxiiaately xiinety^two faxners idio responded to this inquixy, five iiopor-

tant ehaages for auctions were suggested (Table XXI). These ehanges werei 

(l) more bugrers,(2) limited price variability in given sales for given 

gradeSf (3) better grading systems, (U) more government regulations, and 

(5) cooperative marketing arrsngmients. 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 ccm-

plete price reports the producers' market outlet alternatives apparently 

was not incorporated in the individual's mind as being important in making 

marketing deoieions. 

IMs fact support! the general theory that market news is osually 

not intsrpreted 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, aiMl market bulletins is not fully understood.^ This lack of ef 

fectiveness of markst news at tdts farm level semis to be more than a mere 

failure of persons to hear market reports on radio, read then in newspapers, 

learn about thsm via market bulletins or otherwise. It is mn than laek 

of exposure. It is a auitter of how to interpret correctly and how to use 

this material in making marketing decisions. 

^ne Futrell, Ways^ Inq>rove Market News and Infomation (Ames: 
Iowa State College Press/ 1955)* p« 
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TABLE XH 

SUGQESTED METHODS FOR LMPROTISO ADCTIOH MARKET ODTtETS MMIE BT 
TENNESSEE UTESTOCK PRODUCERS WHO RESPONDED TO THE REQUEST 

70 aXTE SUOOESTIOIiS, 1SS6 

Per Cent of Farmers 

Suggesting Each Correotloa 
8QR|ii8t«d Correotlon for Auctions 

Hor« l^jysrs 22 

Limited Price FerieblXitF 12 

Better Oredlag 32 

More Qoremnent Begulaticms 32 

Co-ops 2 

V ;r.'v ; 
i '' 

* 

->V 

V-' ,, -
4 

iv'V: ..." i - • 

'4 
'•'v. 

'<y 

-v 0 

' \f'\ '' • ' " 
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One* a producer had stated his dislikes about a paz^cular outlet^ 

be vas asked if he eemXd be Hilling to pay to haTe it corrected. Although 

nost famers stated their dislikes freely, only about one-fifth of those 

interrieiied indicated any nillingness to financially support eorreetlTa 

Beasures. 

Daily and Seasonal Sales Preference 

A large per cent of the rolune of livestock sold each veek on the 

laxger naricets is received daring the first part of the mek* As a result, 

naxket iMrvs reports oa prices and supplies are more ooniplete on these days. 

In an effort to detexoine why livestock producers actually sell most of 

their livestock during the first part of the week, each farmer intervioiMd 

Has asked to state his preference for days of the week for selling live 

stock. The price received for Mm livestock vas considsred as the primary 

guiding factor for his aiunier. About one-fourth of Mm famers stated a 

definite preference for the first part of the veek. Approxiaately tvo-

thirds indicated no daily preference. Included in this group are possibly 

those vho prefer to sell during the early part of the veek because of smw 

reason other than price. Less than 10 per cent preferred either the middle 

or latter part of the veek as selling days (Table XXII}. 

In an effort to determine whether price trends established by past 

erperleneee or by outlook reports had an effect on a preference for a par 

ticular month for marketing livestock, the famers were asked whether the 

■eascm of the year had any effect on their marketing plans. Slightly over 

one-half of the famers indicated that they followed the normal seasonal 

price patterns for the class of livestock Mmj were marketing (Table XXIII). 
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TABI£ mi 

IFFECT OF DAT OP VESK OH FABMERS* MARKET 
175 TSNIffiSSEE FARMERS, 1956 

PREFERENCE, 

tT9t0Vm» 
tor 

fiJMi ef W—k 

Urst of WMk 

Per Cent 

25 

Middle of Week 

Loot of Meek 

Ho Preferenoa 

Total 

# 
3 

6 

66 

100 
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EFFECT OF SEASON OF TEAR OH FABMEBS* MARKET PREFERENCE 
2U3 TSnHSSEE FABMEBS, 19$6 

Market Preference 

Seas<m of Year Per Cent 

Spring 28 

Saaswr k 

Fall 2 

Winter 2 

Seasonal* $2 

No Preference 12 

fetal 100 

*5««89}aal refers to nirketing of livestock se-
cording to price trends based on past experience. 

■ f \%, 
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That !•> ti)«7 attanpted to hanra thair llTastock raady for maxkat during tha 

•aaaon idMn tha prloas paid «ara tha highaat* Approxtisataly 26 par oant 

aald thay prafarrad tha spring saason for sanding thalr llvastook to aazfcat. 

Aziothsr 12 par aant axprassad no saas(mal prefaranoa. Vary fav produoars 

prafarrad tha sumer^ fall or wLntar saasons* Whan qusstlonad olosaly^ 

thasa prafaranoas wara usually basad on axperlan<» rather than on past 

trands aatablishsd by nazket navs eoUectlons or futura pradLctlons nada 

through outlook ralaasas* 

Data prasantsd Indloata that to do a good job of narksting his lira-

stookf tha Individual piroducer must have and utlHsa tha facllltlas avalla* 

bis. Faellltlas naoassary for choosing tha bast aarkat altamatlva arat 

(1) aoourata and datallad market na«s vlth regard to livestock prloas and 

rsoalpts at all available points In tha general maxkat for Hvastook,(2) 

a unlfozm and relatively concise system of grades^ with an accurate method 

of detazminlng whars tha Indivldaal animals fall in that syatam of grades 

whan news reports are raoalved> and (3) a thorough report and study of 

local markets and tha packers* oompetltlva pxactioas In tha decantrallsad 

markets as conparad to practices at terminal markets. 



GHilPTl® V 

E7ALUATI0N OF THE NATURE AND USE OF UTESTOCK MARKET NEWS 
IN TENNESSEE 

Th« rola of n&zket nova la to Inform vrevyom ongagod in the aarket-

ing of a particular oommodity of hia noat profitable altematlToa. Market 

information informs those it aertea as to what the market demands (form 

utility)j where it is demanded (spaee utility), and idien it should be de* 

lirered (time utility)* This study has been concerned primarily with the 

use mads of marleet news as a basis for eeonoBio decisions rather than its 

availability. At present there is a considerable amount of information 

available to the livestock producers sad neat 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 

utilise this information. 

To evaluate the nature and use of livestock market informati(m in 

Tennessee in terms of the data idiich have been presented, attention is 

called to the five aBeuii4>ti(»ui stated in Chapter I* The first asevaption 

states that the amount and nature of livestock marketing information availa 

ble in the state Is inadequate. Examination of the data sui^orts this as 

sumption. The inadequaciss oan be listed brieflyt 

(1) Host livestock prodttosrs are unfmailiar with the United States 

Departmsnt of Agriculture's grades on whioh all reporting is pzmsumably 

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 zwws, but an inadequaoy of the live-
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■took producer* NeTertheless, to be fully adequate, the aature of the 

■axket news dlssendnated must be fully understood. To disprove the as-

sonptionj, the news reports onist either be on the intelligenoe level of 

those who use them or these people most be edhoated so they oan understand 

the texminology now used* 

(2) Market nevs is not oosplete enough* Producers have a ohoioe 

of markets > but price quotations on only one market do not provide all the 

information neeessary to ohoose the market giving the greatest net returns. 

It is often difficult to oonpare prices reported from the teminal markets 

vith 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 conparisons* 

(3) The informatiiMai which meat packers would be able to furnish 

is not utilised* The present system of direct and integrated marketing 

between tlw produoer and the neat packer moves maigr animals to slaughter 

that go unreported in Tennessee* 

(U) Market news reports ere inadequate for some classes of live-

stoek* Ths existing reporting system is inflexible and is aimed primarily 

at slaughter livestock. Ths coverage should be extended to give adequate 

information on stookers and feeders^ cow and oalf pairs, bred heifera, 

baby calves, and other such claesifioatiane that are of interest to Ten 

nessee livestock producers end meat packers. 

Ths second assunption states that ths livestock producers do not 

make full use of existing information. The data also support this assump 

tion! 

(1) News reports disseminatsd through various media are not con-
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salted often end carefully enmigh* Althmigh a aajority of Tennessee*s 

livestock producere receive eoee inforaation, auuay naxicet their livestock 

vithent even checking the mazket conditions or vithoat paying any attention 

to the facts they receive. Market nevs is of no value to those who refuse 

to use it» no matter hov much is available* Again the solution seems to 

lie in educating producers regarding the value of mazket nevs 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 net make adequate use 

of the outlook infozmation now available in making their produotion plans. 

Instead^ they sem to worry little about marketing their product until the 

day of sale. 

(3) The grading system is not foUomd as it should be. The prac 

tice of buying and selling wa a liveweight basis gives a oommon denominator 

to all livestookf regardless of grade. Carcass weights and grades if 

properly used offer potential savings that would benefit both producers 

and packers. 

(U) Infozmation on alteznative outlets is not sought. Producers 

tend to take idiat they can get most conveniently rather than looking for 

the highest bid. Most faxmers in Tennessee have two or more outlets availa 

ble other than local dealers and farmers. However* many use the saaw out 

let continuously without checking alternatives for better pzioes. 

The third assumption states that the mazkets that were fozmerly 

preferred no longer hold the importaxioe they(mee did. Analysis of the 

outlet data proves this. In former years the large terminal mazkets even-
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tually handled a large percentage of the llTestock before it got to the 

packer. This is no longer tme; direct sales fron tiie fam to the paotoir 

are beocndng inoreaslngly iagsortant* A large amount of Tennessee*8 live 

stock also moves from the producer to the processor through the maMrous 

aueticms located throughout the state. If these shifts continuey and indi-

cati<m8 are that they viUf market news services must be extended to cover 

tlMse outlets. 

The fourth as8iBq>tion of this sttt^y states that such factors as 

oonveaienee and inter-market price relations have oaused the market pref<^ 

erence shifts described. Analysis of the data shows the following as 

factors of primary iBportanoe 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 beoause they 

believe it offers the highest price than for any other reason. Inconsistent 

pricing is also the chief dislike of any given outlet. 

(2) The services rendered by the outlet is another important factor 

causing shifts in channels which producers prefer. It is nw>re otm-

venient for both producers and meat packers if animals are delivered directly 

to the padcing plant from the farm. Famers also find it more convenient to 

deliver their livestock to a local auction rather than transport them raveral 

miles for consignesnt to a commission firm for sale. 

(3) The total costs of marketing have been lowered by these outlet 

shifts. Direct sales eliminate fees and comnisslons. Sales closer to the 

farm have reduced transportation costs. All these factors lead to one big 

conclusion on tiie shift of market outlets—otmsidering all factors concern-



n 

ing prio«8f cofts and mrvlccs, all partlas imrolTad in Uvastook salts 

figure their net retuma hare been increased. 

The fifth and final assumption listed in Chapter I states that 

portunities are avall4d>le to improve livestock marketing infomation* Care 

ful evaluation of the results obtained by the interviews oondueted point to 

several improvements vhieh might be mads in the use of market news now 

available in Tennessee and in the maricet news syatm as it now exists* 

Seme of these have been mentioned in evaluation of the other assui^tions* 

However^ the following list of recommendations are presented in siq^rt 

of this assumption: 

(1) Informstimi for more than one market should be ineluded in 

both radio and xwwspaper reports in order to provide a baais for eosparison. 

(2) Information needs to be collected on sales at auotiona and on 

direct sales to meat paclrars and disseminated aa official news reports. 

(3) More local infomation is naedad in sosw parta of the state 

and particularly in East Tennessee. 

(U) Meat packers are a potential source of highly accurate market 

information^ and should bo enoouraged to participate in market news progrems. 

(5) livestock producers and meat packers must be educated as to the 

value of properly utilising the market news services* Along with this must 

also go educational programs to qualify the producers to grade and judge 

their livestock according to the grades and teminology used in market news 

reports* 
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