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CHAPTER I

INTRODUCTION

Many changes have taken place in the marketing channels of the
livestock industry in the list two decades. These change#s have been
due largely to technalogical advancements in refrigeration, transporta-
tion, and communication.

Livestock auctions have experienced considerable orowth during

this timae,

Need for Study

Livestock gales accounted! for 54 rercent of the cish far= ‘incame
in South Dakat: in 1957.1
The total value of livestock on far=s in South Ds<ot:, January 1,

1958, w's 3518,%73,000.2

This Indicates the livestock industry in South
Dakota 1s comparatively large,

It is dasirable to make periodic studies snd to svaluate current
information in order that producers and marketinc agencies might revise
th#ir business operitions. A periodic study 45 also useful as & guide

for future ressarch and a2 messure fir evaluating the effectiveness of

past res#arch,

1South Dakota Agriculture 1954, p. 5%, South Dakota Crop and
Livestock Reporting Service: Sioux Falls, Ssuth Dakota, 1959,

2rpid., p. 33.



The latest regional #tudy of marketing agencies in South Dakota
was made in 1940, Since that time, many technological changes have besn
made which undoubtedly have influmnced the marketing channels and outlets
in the utate,

Many livestack entrepreneurs com# into eontect with and transict
business through livestoc« uction facilities since they zre the most

nunerous of the marketing outlets in South Dakots,

Purpose of Study

A description of the various facets of auctions is necestary in
order for livestock entrepriéneurs to envisige more clearly the canditions
end practicea which prevail around such markets,

The objectiven of this =tudy were: (1) to deterasine the source
and disposition of livesztock handled by ths auctions, and (2) to deter—

mine the statistical schema of tariffs charged by the auctions,
Procedure

The Morth Central Regional Livestock Marketing Research Project
NQi-18 had two phéses.

Phase I in South Dakota consimted of 600 farmer schedyles. Thezws
schedules previded information #¢ to the amount and type of livestock
sald each year., Dats were also obtainéd concerning factors influencing
farmers in the selaction of various channols, markets, and the time of
marketing.,

=

Phase II in South Dakot  consisted of one temminal market schedulw,



27 auction market schadules, 93 desler schedules, 10 packing plant
schedles, and 15 vecker tuyer station schedules. The above schadulas
provided informetion about ownership, orgsnization, condu-t of sales,
source and disposltion of livestock rold, source and dispositian of
purchased livestock, and market facilities.

This study of livestock a2uctions is only a portion of Phase II
of the regional project.

The study of the ilve:rtock auctions began in December, 1957,

The names and locations of tha auctions operating in 1957 were okhtained
from the Livectoci Sanitsry Woard in Pierre. The auctions wers tenta-
tively groupsi! into ecénonic aress. Thls tentative arrang@mnent was
sent to the NHorth Centr:l legional Livestock Marketing Fesearch
Committee., The Committee altered the tantative mcon.mic armas soamewh:t
and then datermined how samples mere to bevdrawn from each crea for
adesuate representation,

The sample auctions were selected by numbering tham anid then
drawing the auctions through tha use of tha table of randam numbers.
Thers were 77 livestock auctions in the survey,

The answers received from the survey were tshulatéd and analyzed

to obtain a description af the llvestock auctisns in South Dakota,

Definition of Terms

Auction Market

It is sometimes known as a8 sala barn, A sals ring is located in

the barn usguslly surrounded on three sides by hleschers which the buysrs



occupy while bidding on the livestock, The bidding is dirsctsd by an

auctionaer,

Teyminal Market

This markat is oftentimes referred to as the nublic stockyards.
It is usually found a2t the center of several means of trangportaticn.
Hany commission firms rent office and holding pen space where they
conduct their business, Livestack are mold through private treaty by

the commission «an At the terminasl market.

Picking Plant
These firms slaughter and nrocess the animals for human con-

sunption. Thay 4o not ass®ss any fees, thus encouragimng direct selling

to the packing plants,

Order Buyer

He {s hired, on & commission basis, to buy a specified amount of
& livestock species by anyons who wiches to hire him. Normally the
ordexr buyer ig hired by & packimg plant or a livestock fesdsr to pur~

chasa livestack,

Irsder

A trader is aleo known 1= & scalper, trucker-buyer, or a spEcu-
lator., He buys and sells livestock for spsculition purpos®s only.
Many farmers and ranchers are suspicious o0f a trader hecsusd# they Ffewl

he may try fo ;ut ssmething over on them Jduring a businese transaction.
L =]



Dealer
A daal#r buys and zells livestock only on a mirginal hesis. He
usudlly is contacted hy & livestock tuyer to deliver a specified number,

grisde, and specie of livestock for 2 prearranged prica.

Pagker Buyeyx
He i# & sslaried representative of & packing plant and purchases

livestock for the plant to slsuahbter.

Entrepreneur
He i® a Businessman who may ba emjsgad in any shase of tha
livestack industry. This can range from the producer to the packing

plant.



MAPTER II
APPRAITAL OF AUCTIONS

Lives tocy auctions in South Dakota have mxperismced a great
incrgase in woluse during the last ten yenrs., The reakon for the
higner rate of incresse in volume for livestock suctions may lle in

i |
the results of Phase I of this study.
Advantages and Disadvantages of Auctions

Phase I revealed that producers who patronize the® suction mark®ts
listed several resssons for chossing surction markets #s their preferred
marketing outlet. The primary reason given wmar that th® auction marfet
was more convenient and the movement of livestock to thie mirkaet
involved lowsr transcartation costs. Thewecond resson wid that
producars felt the livestoce auction to be a broad#r mark®#t. The
ramgining reagons were that livestocik had less shrisksge, livestock
brought khigher prices, and producars recelved higher n#t returns,

Theg Utah Experiment Station jublished #n sppraissl of livestick

auctiogns in the Western S'L'-us.4

suction smarketing of llvestock as now conducted in the
rest perfopwe useful services in concentration, selling, and
di ghurgemant of 'fvestock #m ultimate users. Such functions

3Unpub11 ghed data, Fcaromics Department, South Dakota State
fﬂllw'.

“Hurold Abel and Dee 3100 irent, Tr¥He in Western Livestock at
Auctions, Bullstin 353, p. 5, Uta® 2¢gr Leul tural Experiment Station:
Logan, Utah, May, 1952,



contribute to increased marketing afficiency in several ways:
first, auctions facilitate the local exchange of stocker,
feeder, and breeding animals between farmers and ranchers, and
expedite feeding operations of the small producer; second,
ductions provide a yesar-round supply of slauphtar livestock for
an expanding number of local packers, local butchers, and local
locker plant operators; third, auctions serve as an educational
medium whereby producers learn more about the market value of
thiéir livestock in relation to other consignments; fourth,
auctions freruently provide the means whoreby animals are mowved
from local deficit to lockl surplus feed aress, and, therefors,
tivestock and feed resources are cocmbined more effectively,
resulting in greater total output.

The reasons most fremusntly mentioned by South Dakot: producers
for sslecting livestock auctions as their preferred marketing outiate
ware coanvenl#nce anc lom trans.ortation costs.

It cén be assumad that convenience and transportation costs ars
important factors in the growth of the z2uctions in South Dakots since
the only other broad major livestock marxet in the stute is the
terminal livestock market at Sioux Falls,~

In a study of livastock auctions in the western pert of the
United States, it was found thet Buying livestock from auctions w=s

- ]
viewid less enthuslastically than selling through the auctions,
There wae considersble agresment among *uyers on the sdwantages of
bBuying through the suction market. The s'vantagas given wera:
(1) being akle s chooss the type of livestack desired, (2) being able

to choose the -yality desired, anc (3) the convenienca of attenaing

thes loca! suction., The disadventuges of auctlion purchases were siven

SEdwin C. Voorhies, Irade in ¥ n Livestock at Auctions,
Bulletin 740, p. 6, California Agricultur®l Experiment Station: Davis,

Californim, April, 1954,



as followst (1) damger of transmitiing disecaze from one snimal to
anothar, and (2) low cuality of animals. A disadvantage of selling
through the suctlon was also given, Several patrons claimed that often
an insufficlent length of time is allocsted to @ech consigniemt while
in the zale ring In order to facilitate effective bargaining among

buysrs.
Comparison af Prices and Returns

A study conducted by the United Stites Tepartment of Agriculture
in the esetern statms found that suctions nesded to change their
practice in selling 11vestoc'¢.6 A program of grading, sorting, and
selling uniform lots of livestock was felt to be nesded to save time,
Guite often livestock sells at 2 higher price with this practice.
On® auctian cut 1ts operating time of selling lambs from thrwe hours
to 20 minutes, ancther cut its operating time from two hours to 20
minutes in selling calves just by gorading, sorting, and selling in
loarge uni form pooled lots.:

A public relations and sducstionel program might be néeded
before the auction managers could get the support of livestack con-
signars to carry out a program of pooling livestock for sa:le in large

uni form lots.

®c. G. mandell, liays to Lmprove Livestock Auctions in the
Northeast, FCS Circular 16, p., 7, Farmer Cooperative Service, United

States Department of Agricul ture, United States Covernment Printing
Office: Washington 25, D. C., June, 1954,



The sdviantages of pooling livestac: far sale aypesr to sut-weigh
any disadvantages that may orise.! The advantages ares (1) packer
buysrs would prefer to buy in lirge reacsnably unifors lots, and
(2) feeders prafer te surchase thelr livestock in large uniform groups
-rather thsn attempt to ubtsin the deeired mumbsr of animals from
numarods Emall coneigmmants.

In a previcus study, evidence wzs found tha® comparzble prices
do exist between auction markete and terminal markets for certsin
classes of 1ive-t1ci.8 Thie study wae made in Soauth Dakota of fourtsen
suctions and the tersinal market at Omaha, Mebratka. The data seened
t= indicats that the ;rices paid for all grades of yearling steers
compared gulte favorably with prices paid for the came grades at the
Omaha teyminal market when the cost of transportation was taken into
account. Price coroirisons indicated that lower grade steers brought
higher prices at auctions while the top grades brought higher prices
at the terminsl market.

Prices paid =t auction marksts fluctusted widely between merkets
and from week to week at any one market., Thes# fluctuations were
attributed to weather and road conditions. Auction market prices are

mors umpredictable than the terminsl market prices becsuse of vari:tions

74. A. Dowell and Gerald Engelman, Livestock Auctions in
Minpesota, Bulletin %52, p, 37, “Minnesota Agricultural Experiment

Station: St. Paul 1, Winnesota, June, 1941,

8Gerald E. Marousek, A Market N _!_qim for Livestock Auctions

1n South Dakota, HMaster's Thtsis, PPe. , Department of Economics,
South Dakota State Colleget Brookings, South Dakota, September, 1954,
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in local supi ly and demand.

Auction menagers listes! circulars, telephone, r:dio, newspapsr,
television, and nersan-to—pérsan contict as the means they used to
reach livestock producers and buyers, There was some svidence that
telephone #and person-to-person contact wers considered thse most desir-
able means of contact, vhenever an zuction market manager is informed
that a certain consigmment of livestock will he made at his market, he
contacts buyers who® he feels might be interestid. This service per-
formed by th# auctioa managers can bs undertaken if they are gjven
sufficiant notice before thm livestock are delivered to their sale
barn. This service is beneficial to both consignor and buyer since
the comsignar may receive @2 higher price fer his stock and the buyer
may b¢ able to purchass livestock more suitable to his nesda.

Seversl instances wers cited by suction managers of livestock
being shipped to the terminal market, sold, snd then brought back into
the mame na#ighborhord, The auction =anagers felt that if the auction
had been used 23 the marketing outlet, shipping charges would hive been
much lass for both varties concerned, reslizing greater returns to both

psrties,
Livestock Consigned by Traders

Some livestock consignors to auction markets have complained
that triders dominate the livastoct asuction markets in cexrtain arees,
Table I gives some indication of the peremntage of livestoct that was
consigned by producers, auctions, an' othsrs. The traders were included
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in the group listed az "othere". Thig grour is not made up of tralers
exclusively and msy coantaim consignments made by other typws of consign-
ors, Thwse consignors may have intluded packing planmts, order buyers,
and deslers. Nowmally these individuals wauld bae only buylng hut they
may gell som# livestock., One reason as to why thaey would sell is if
after purchasimg & psrticular lot of livestock, a faw head were cylled
out a8 unsuitable far a particular purrose. These livesteck might

than b# re-sold thraugh the sale ring. The degree to mhich this happens
cannot be determined here.

Minatesn of the 27 auctions in this study rejorted at least somm
amount of livestoc: consigned by traders ant others, One particular
suction reported that traders, ‘ealers, etc., consigned approxim:ately
42 percent of its total volume in 1957, The next highest ranking
auction reported that a proximately 30 pe¥cent of its total volume in
1987 was consigned by traders, dealers, etc,

The traders and others appesr to cansign more cittle than any
other livestock species to the auction markets. The sverage consignment
by traders and others of cattle was 7.12 percant of the tatal volume of
the suctions. The avarage consigmment for hoge and sheep of the total
volume by traders, dealers, etc., are 2.13 percent and 2,77 percent
respactively (Tsble I.)

It is ouite possible that speculators are dominatimg som® of the
livestoc: auctions, particularly in cattle. It might be desirable to
undertake s study to determine if prices of livestock are affectead by

the presence of traders. It must bs kept in aind, however, that an
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TABLE I. PEFCENTAGE OF ALL LIVESTOCYX CONSIGNED TO AUCTIONS
BY TYPLS OF CONSIGNORS AKD SPECIES OF LIVESTOCK
IN ZOUTY DAKOTA, 1937,

Type of Consignor Cattle Hogs Sheep
Percgnt

Producers 88 .46 97.25 97.32

Auctions &,42 52 o4

Others o &7 v 2413 2427

Totale 120,00 100,00 100.00

exact breakdown of livestock consigned by traders is not known, so0
before any conclusions c¢an be dritwn more information would have to be

obteined,

Lives tock Purchased ¥y Traders

Liveetock purchased by traders or speculetors was not ae great
o8 the percentage thet eppezred to be consigned by triders and othere.

Two auctions reported that 30 parcent of their total volume in
1957 wss puxchased by traders. The next highest auction reported that
12 percent of 1ts volume was purchased by traders.

Only nina of the 27 auctions reported that traders or s;iecul:tors
hed purchesed sny livestock,

Traders purchased a larger percentage of cattle then of any
o ther specieg, homever it was only by & narrow marein, The tradars
purchssed en aversge of two percant of the totsl volume of cattle in

1937. The average percentsge of hogs jurchased by traders was .79
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TABLE II, PERCENTAGE OF ALL LIVESTOCK PURCHASED THROUGH AUCTIONS
BY TYPEE OF BUYERE AMD SPECTRS OF LIVESTOCK
IN SOUTH DAKOTZ, 1057.

Type of Consignor Cattle Hogs Shewp
Percent
Producers 48.29 33.58 45,68
Dealers 13.81 3.23 9.77
Packers 13,65 41.11 18,23
Ordar Puysrs 22,25 21:27 24.77
0 thers 200 - 1,35
Totals 100,00 100.00 100,00
— — =

and the percentage of sheep purchased vas 1.55 (Table II),

134255 SOUTH DAKOTA ¢ E C ' Y
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CHAPTER III
GROWTH OF LIVESTOCK AUCTIONS IN SOUTH DAKOTA

The Yankton Livestock Sales Compa#ny wis probebly ths first
Tegular weekly Suction market to begin operastion in South Dakota.
Harry L., Slaughter of Yankton began oper:ting the Yankton Livegtack
Sales Company Taturday, September 13, 1930, at which time 440 plgs ware
sold. Within a few wmmeks, the auction was consignimg soms cattle along
wlth plgs and lnb:.

Livestock auctions in Scuth Dakocia were first controlled by
state regulations in 1937, MNo record couls he found of the growth of
suction markets prior to 1977, There wera 34 auctions operating in
South Dakotz in 1937, The number and volume of livestock auctions
contiruwed to grow steadily., There were 64 auction markets operating
fn the gtate in 1957. The volume of livestock sold through auctions
in South Dakota has increased an average of 86 percent over ths lasst
ton yesrs (fiscsl ysars 1947-1948 to 1956-1957), or an increase of
103 percent for csattle, 70 percent incrcipe for hogu, #5 pgrcent increasne
for sheep (Table III.) In compavison, the total average increase of
volume in the Sisux Falls terminal market during the ssme period was
12,3 percent, or =n incrassse of 37 percent for cattle, 19 percent
incxreuse for hogs and a decr#ase of 39 percint for sheep., The increzse
in volume of all livestock sazles in Sout®™ Dakota was 26.3 percent, or
an increas® of 51 percent for cattls, lolporcont increase for hogs,

ane 14 percent increzse for sheep (Téble III.)
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TAPLE I1I, PERCENTAGE CHANGES IN LIVESTOCK WMARKETED THROUGH SIOUY
PALLS TERMINAL MARKET AND SOUTH DAKOTA AUCTION MARKETS FROM
JULY 1, 1947, TO JULY 1, 1957, AND TOTAL LIVESTOCK
MARKETED IN SOUTH DAKOTA FROM JANUIRY 1,
1948, TO DECEMBER 31, 1957,

AvErige
Tima Pwriod Cattle Hogs Sh#dp Changt
rce
July 1, 1947, to
July 1, 19%7,
Tarminal +57.0 * 19,0 -39.0 2.3
Market
Auction +103,0 * 70.0 3.0 *BG: .0
Market

January 1, 1948, to

December 31, 13%7.
State of +5).0 ¥ 10,0 +18.0 +26.3
South Dskots

E = ————

These comparisons show that auction markets have made lerge gains
in volume ss camp2rsd to the terminal market,

fevergl factors h ve contriltute! %o the expamsion of the livestock
suction. They are also thé main reasons causing the decentrali:ing of
the llvestock marketing cystem which has occurred during and sin€e the
thirtiu.9 They are: (1) the improvemant ard extension of the hard
surfaced rostg shich has encouraged the use of more trucks; (7) the
incresse in the number of small paclierw located away from the terninal

mariet; (3) the sevelopment of sore uniform grades and weight

9Gorald Engelman and Betty fwe ‘"#nce, Livestock Auction Markets

40 the United States, Markrting Research Report 223, pp. 5-6, United
States Department of Agriculture, Agricul'ﬁlral Marketing Service,
Marketing Research Division, United States Government Printing Office:
Washington 25, D. C,, March, 1958,
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classlfications for livestock; and (4) the sxtensive collaction snd
di ssaminstion of market news to the farmers and rinchers.

A study of the varlsus marketing sutlasts for iivestock was mede
by the United States Deparbment of Agriculture in 19:&.10 The sgtudy
found that one of the wmost dynamic changes in the livestock marketimg
sydtam durlng the last few decades w s the increaged patronage and
gro'wth of auction markets.

A further examinstion of the volume growth of South Dakots

alictions cln be made by observing Figure 1.)‘1

This figure depicts the
volume growth of cattle, hogs, an! sheep sold through auction markets
from the fiscal ysar 1937-1938 to filgcal yser 19%6-1957, There are
three separate fiescil yesrs for which no dJats were avallable; however,
this does not alter the overall picture. The volume of gheep mald
through auctions increzsed from 47,906 hewd, 1937-1932, to 383,984
head, 19%-1957, Cattle volume has shown the largest increase of all
three speciss of livestock. In the flscal year 1937-1938, 134,534
h&ad of cattle wers marketed through suctions. This increased to

1,252,947 he:d sold through auction facilities in the fiscal year

175819587, The amount of fnoos marketed has fluctuasted cansiderably

1%/1ctor B. Phillips and Gerald Engelman, Market Outlets for
Livestock Producers, Marketing Fesearch Feport 216, p. 7, United States
Department of Agriculture, Agriculitural Marketing Errvice, Marketing
Fesesrch [Mvisian, United ftates Printing Office: Washimgton 25, D. C.,
Warch, 1994,

nAnnull* Report of the Livestock ary Board, Lives tock
Sanitary Board, State Office Building: Plerre, South Dakota, 1937-1532
to 195%6-1a57,
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dur dag these two le Gades but has Ncreased substanktia 1ly, The h,g
marketed through suc tions hiwe {ncressed from 173,741 (s 19271938 to
615,630 in 19 < 27,

Flgules 2, 3, snd 4 campare th volume growth of South Dakots
livestock suctions, the Siocux Falls termina} mexke®, asnd the total

Livestock mariketed In South Dayots from the flecal year 1947-19#?12

to the fiscal year 1%-1957"3

for cottle, hogs, and shemp,

Filgure 2 showms the number of cattle marketad in South Dakota
Res InCrpaped fram 919,500 head in 1948 to 1,389,000 {n 19%7. The
gattls 8010 through suctions was 616,649 in 1747-1347 and has increased
ts 1,292,947 nead Ln 1996-1957, The terains]l market had an increase
from 208,942 cattle wold thwough 1ts facilities in 1947.1038 %o
453,466 in 19%-1957,

Pigure 2 indicates that “ogc marketed in South Dakokta increased
from (,87%,000 in 1948 to 2,047,00 in 1957, Tue wvolune héindled by
MetioNg 1nCreased from 290,816 In 19471948 to 605,61 in 19%-1997,
The number of hogs sold throush tie terminal =irik et durlg thys sine
Peiod §ofT e s Trom a00,AA0 & 716,530,

FiguT e 4 N\Olwg 2 C1range in the trend thet has been seen i, the
pravious flgures. TheS i us Fallwterinal narket hy & decrcase in

the volume © f shes 'wdl «d pircuh At s facilitlies In the gy g ybar

1250uth pakots Agziculture 1930, pp. 26=37, Crop smd Livestack
Reporting Service: Sioux Falis, South Dakots, 1 980,

1350uth Dakots Aqriculture 1258, % 46, Crop and Livestock
Reporting Service:s Sioux Fa.ls, South Dakota, 19%8,
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1947-1943, 324,707 sheep were sold at the terminal market. Thé volumé
decreased steadily to the fiscal yeur 1956-1957 at shich time 214,758
sheep were s0ld. During this saome period, the livestock auctions had
an incresse in volume from 207,818 to 3,984 sheep sold. The total

shesp marketed in the state incre-mned from 795,000 to 934,000 during
this period,
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CHAPTER 1V
PATRONAGE OF AUCTIONS IN SOUTH DAKOTA

Producers consigned an asverage estimoted 88.46 percent of all
cattla mold through auctions., Consignors not specifically labeled
coneigntd 7.12 percent of the cattle to the auctions and the Temaining
4,42 percent was consigned by the au-tions themselvea (Table I).

Appro¥im tely 97.25 percent of all hogs consigned to auctions
+Br® brought by producers. The suctions consigned only .62 percent
of the hogs snd the renzining 2.13 percent was consigned by the rest of
the consignors (Table I).

Shesp consigmments present & picturs very similar to that of the
hogs. Approximately 97.32 percent of the sheem were consigned by
producers. The suctlions conslgned & mere .41 percent of the shesp and
the remaining 2,27 pexcent af the sheip were consigned by other types
of consignors not specifically mentioned (Tsble I).

Revissing the total picture, 1% ¢an bs seen thit producers have
consigned the lsrge majority of livestack sold through auction iarkets,
This doss not mean producera raised all their livestoc:, They can
speculate with livestock the same as any regular trader who appears
in the row labeled--others.

The high percentage of producers &8 consignors of lives‘oeck may
indicate that they have found it is to their advantage to #€ll through
the facilities offered by the suction mérket. 'A‘n auction market is

usually loc ted closer to the producer than = packing plant or teruinal



market. S5hipping to the closest marksting mutlet generally means less
shrinkage snd lower transportation costs, therefors a higher nst return
could be resli:ed, These ressons favor patronizing suction markets,

Several ather stuocies of :lvestock auctiong in other ports of
the United States have delved into the pitronage of the auctions. This
study only asked for infommation on the parcentage of livestock cone
#ign®&i by #ach patron,

In the wastern jart of thie Unlted Stataes, it was found that
livestock op#rators who raimed both cattle and sheep wers mars inclined
to putronize auctions than the operators who r#ised only :henp.u' It
was thought that perhaps the sheep range operators =ere probably further
from the auction and their stock wss more uniform and in larger lots.

The Corn Belt Livestock Marketing Fesea¥ch Committee, which
Preceddnd the pres#nt Horth Central States Livestock Marketing Resesrch
Commi ttee, undertook a study in 1940 which is very similar to this
study, 19

The Committes found that auctions genexally patronized by paccers
were those which divided up and/or pooled the consigned livestock ints
unifora lots usually of deck siza, The au tions using thic method of
##ll1ing livettock ark in a favorable position to attract buyers who are

in the market for livestock in lirge unifowm lote., The cackers zlso

14Voorhin,_m. cit., p. X,

-
lsl(nubl Bjorks, Marketing Livestock in the Corn Belt Fegion,
Bullet'n 365, p. 36, South Dakots Agricultural Txperlment Station:
Brook inge., South Daxots, Movember, 1943,
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pstronized auctions having rather large volumes sven though livestock

was 80ld in emall lots or singly. It was found, however, that often-

times the packers had made zrrangements with livestock dealers to

purchase livestock and then deliver them to the packimg plants.



CHAPTER V
LIVESTICK CONSIGRMENTS TD AUCTIONS

The traders and dealers consigned » much larger psmrcentage af
the stacier, forder, and other livestock class thaa they Ald of the
elaughiter livestock classie A poseible resson for this {s that thes
number of market outlets for the stocker, fesder, snd other livastock
clask i3 not confined te a comparstively wnall number of buyers and

sell¥rs as in the alaughter livestock market.
Slaughter Livestock

Elaughter livestock marxketsd through auctions in 1987 numbered
approximately 386,876 head of which 100,737 wexqg cattle and calves,
243,030 were hogs, and 43,109 were sheepn. Producers consigned approxi-
mately 93,92 per-ant of mlaughter cattle snd cslves, 98,46 percent of
slaughter hogs, and 7B.33 percent of slaughtexr sheep (Table IV).
Livestocl aurtians conasignmd very few slaughter livestock. The possible
reason for auctlons consigning sny slauchter livestock at all was
perhaps that mansgement had to buy them from a previous sale in order
to proté#ct the market for that pirticulér day. Thi® reasof pIobably
would not sply if & sufficient number of the regular slsughter live-
stock buysrs weres present at the salm since 1t ig conceivible that they

mould blid higher than would most speculatori.
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TABLE IV, PERCENTAGE OF SLAUGHTER LIVESTOCK COMSIGNED TO AUCTIONS
BY TYPES OF CONSIGNORS AND SPECIES OF LIVESTOCK
 IN SOUTH DAKOTA, 1957.

Type of Consignor Cattle Hags Sheep
Farcent

Producers 23.92 o®, 4% .33

Auctiong 1.50 «29 4

Others 4238 —1.23 —1.33

Totals 130,00 100,00 190,00

Stocker, Feeder, and Other Livestock

ErockeT, feeder, and other livestock marketed through the suctions
in 1957 numbered approsinately 794,008 head, 48%,732 of which were
cattle and calves, 117,132 wers hogs, and 127,141 were she#p, Producers
congignad approximetely 87.69 percent of the stocker, feeder, i#nd other
cattle, 95,13 parcent of the fssder and breedime hogs, and 96,90 perceat
of the fesder and breeding shssp (Table V). The auction markets con-
signed only & small portjen of the stocker, feeder, and other livestock
clags. Muction markets conslgned 4.62 percent of the cattle and calves,
.66 nercent of tha hogs, and 1.0% percent of the sheep (Table V).

The auction markets consignmed smproximztely three times (298
g ercent) more stockers, feeders, and other livestock than they did of

tha slaughter livestock, The total number of the stocker, feeder, and
other livestock was 2.0% times the number of the slaughter livestack
clags sold through aictionge The l-rge percentage of stocksr, fesder,

and othar livestogk consigned by auction markets canmot be exslained
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TABLE V. PERCENTAGE OF STOCKER, FEEDER, AND OTHER LIVESTOCK
COMSIGNED TO AUCTIONS BY TYPES OF COMSIGNORS
AHD SPECIES OF LIVESTOCK IN
SOUTH DAKOTA, 1957,

Type of Consignor Cattle Hoan Sheep
Percent

Producars 87.49 95,13 96 .90

huctions 4,62 A8 1.0%

Others _T1.69 4.2l 2,08

Totnls 130,00 100,00 100,00

s0lely by the fact that this was larger. This may have bes#n due to
speculztion or auctions may have gone into the coiintry to buy this
type of livestock to holeter their volumes, et

Many of the muction managers indicated that 1f the ssle price
of some consignments werw too low, they would bid in order to protect
the market or to ss#t the market price for the dasy., The suction markets

often buy several head of livestock wach ssla dsy,
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CHAPTER VI
LIVESTOK PURELSRASER THROUGH AUTIIONS

Approximately 1,180,000 head of livestock were purchesed through
auctions in 1957, Of this total, 590,459 were cattle, 360,162 rezxe
hoge , end 230,750 weret sheep. Producers purchased the largeet amounts

of all three liveatoc: speciea {Table II),
Slaughter Livestock

Pecker buyers were the most important buyers of elavghter live-
etock., Moat, if not all, auction managers like to have a repressntative
of 3 packing rlant attend the sales regulerlys. This encouragee the
slaughter livectock consignors to patronire the-euction. Livestock
dealers ami order buyers were nesrly ecual ss the second and third
wost important buyers of slaughter cattle ind sheep. Order buyers
were the asecond most important huyer of the slaughter hogs. Generally,
order buyers attended aictioms which ware not convenient for pecker
huyers to attend and these thet did not have enough volume to warrent
the presence of a packer buyer, Livestocr dealers hought slaughter
livestock an their own and resold to packinmg plsnts on a marginal basis,
Dealers bought mostly eliughtsr cettle and sheep (Table VI), Nelther

producers nor speculators bought many slaughter livestock,
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TABLE VI, PERCENTAGE OF SLAUGHTER LIVESTOCK PURCHASED THROUGH AUCTIONS
BY TYPES NF BUYERS AND SPECIES OF LIVESTOCK
IN SOUTH DAKOTA, 1957,

———eeeeeeeeeeeee e e e

Tyza of Congignor Cattle Hags Sheep
Percent
P roducers 1.08 1,28 1.90
Dealers 17.48 3.23 17.62
Packars 62.8%5 67.08 60,49
Order Buyers 15.69 27.92 17462
0 thers 2+ £0 —_—il —n 38
Totals 100.00 100.00 106,00

Stocker, Fesder, #nd Other Livedtock

Producars ranked high ae buysrs of the stocker, femder, ant other
livestack (Table VII). The psrcentages of the three liveatock tjpecies
purchased by producers were cattle 98.62, hogs B5.7%, #nd sheep 64.19.

Orcder buyars renked sacond, followsd by dealerz in the purchate
of this clags of livestock. The amount purchased by these two types of
‘>uyers was far léss than ths smount purchasad by producers, Trilers
purchased only 7,58 percent of thw cattle, 1,37 percent of hegs, and
1.43 percent of gheep (Table VII).

Mine of the 27 auctions reported that ~acksrs bought some stacker,
feeder, and other livestock through their ssle rinEs. One auction
raported that 31 percent of this clams of livestock sold through its

ring wai purchased by packers, of which 6 percent yere rattle ind
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TABLE VII. PERCENTAGE OF STOCKER, FEEDER, AND OTHER LIVESTOCK
PURCHASED THROUGH AUCTIONS BY TYPES OF
BUYERS AND SPECIES OF LIVESTOCK
IN SOUTH D4KOTA, 1957,

Tyre of Comsignor Caitle Hogs Ehewy
Percent
Producars 58.62 B5.73 64.19
Da#rlers 14,25 5.75 12.74
Packers 2.13 .29 1.19
Order Buyers 22,42 6.88 20,45
O thers 228 1,33 1.43
Totalm 100,00 100,00 100.70

2% percent were sheep., The avarage percentage purchased by piackers
from all 27 auctions are as follows: cattle 2,13, hogs .29, and

shesp 1,17 (Table VII),
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CHAPT ER VII

DI STARCES LI VETTOCK & ERT TFANSPORTED

TO AND FROXM AUCTIONS

The® distances that 1lvesdock were shisped to auctions were
divid®d into four concentric zone#: zonel - less than 10 asilgs,
z°n® 2 - 15 to "4 miles, zone 2 - 2% to 50 wmiles, and zong 4 - more
than 50 miles.

The further awsy tivestock were located from thes suction outlet,
the amaller the porcentige the auction received af the tatal jive-tock
in th#t orxea, This wos due in part to influences from various compati-
tive market Jutlets,

The distonces that livestock were shipped from asuctions ranged
from the nearby country to destinations more than 2%0 miles away and in
Bome instinces half way across the nation. There were many indicatjmns
given by auction managers that sut-of-stzte livectock feeders and
packlng plants mere importin® livestock fram this state in extensive
nuibers, Hany specific instznces had besn cited of livestock being
Ehipp¥#d to both co®#ts,

Uindoubtedly approzimite linits ®xis ted beyond whilch certain

classes and species of livestscy were not trinmpor ted.16 It was found

16175 B. Stevens and H. L. Fox, Improving Livestock Marketing
Efficiency, General Report 39, p. 9, Farmers Coopsmative Service, United
States De pa rtiment of Agriculture, United States Government Printing
Offices Washington 25, D. C., January, 1958.



33

in a wtudy carried on by the United States Department of Agriculture
that hog farmere hauled their stock only one-third as far as the cattle
producera.

Severtl euctions in the mor: heavily populated areas in South
Dskota received comparetively few livestock consignments beyond the
80 mile radius. Auction marke t® generally were located close enough to
sach other so that it was unnecessary for the consignors to transport
their stock more than 50 wiles (Figure 5). The exception to this in

South Dekota wis the West River area due to ita sparse population,
Cattle

Most stocker, feeder, and other cattle sold through auctions came
from within s 50 mile radius. The auction nanagers did not have a
record of the distances cattie consignments originated from b.ut they gave
eatims tes which they believed to be sowewhat accurate. An estimated 27
percent of the =tocker, feader, end other cattle origineted in zone 1,
29 percent in zone 2, 26 percent in zone 3, end 18 percent in zone 4§,
(Table VIII).

The alaughter cattle consigned to euctions from eich concentric
2one differed appreciably from the stocker, feeder, and other cattle
(Table IX). The suction minagers es timated 30 percent originsted from
200ne 1, 27 percent from zone 2, 24 percent fruom zong 3, and 7 percent
fxo2 Ione 4. One Yest River guction msnager reported that approximitely

»

37 percent of the gslaughter cattle consigned to nis market cams fiom

zone 4,
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TABLE WIII. PERCENTAGE OF STOCKER, FEBDER, AND OTHEE LIVEESTOCK
CONSIGNED TO AUCTIONE BY ZONES AND SPECIES OF
LIVESTOCK IN SOUTH DAKOTA, 1957

_—-——e——e— s ————— -

Zon® Hilan Cattle Hog s Thean
Parcient

1 Le®s than 10 27.11 33,10 25.%2

2 10 - 24 29,31 34,21 30.33

3 25=50 6,08 25.62 26 .81

4 Mores than 50 17,50 _6.17 17.34

Totals 149,00 130,00 100,00

TABLE IX., PERCENTAGE OF SLAUGHTER LIVETTOCK COMSIGNED TO
AUCTIONS BY ZONES AMD SPECIES OF LIVESTOCK
IN SOUTH DAKITA, 1957,

Zon# Miles Cattle Homs Sheap
T TE—
Percent
1 Lasa than 10 304 31.00 27.61
2 12 - 24 37.04 A7.57 37.61
4 Hors than %0 7265 6439 14,39
Totals 150,00 100,30 100,06

I rEETTEEEsssEsSET TR T RS T T EEE oo T TR SRS —— s s S



The astimsted percentage of cattle shipped less than 50 miles
from suctions wis 39, 50 to 250 miles waxz 44, wore than 2590 miles wag

17 (Table X).
Hogs

An estimited 33 percant of feeder and breeding hogs originated
in zon® 1, 34 percent in zone 2, 27 percent !n zone 3, and 6 percent in
zon® 4, The number of feeder and breeding hogs originating in zone 4
was much smaller than sither cattle or shesp (Table VIII).

The rumber of hogs that were transported less thin 50 miles from
fuctions mmounted to 41 percent and an emial percentage was shipped
from 50 to 250 miles. The remaining 18 percent mas transported beyond
250 miles (Table X).

Three of the 27 auctions had 80 to 90 percent of their hogs
traneportad beyond 250 miles., These auctions wére in the central part
of the state. The mejor hog buyers at these asuctions were producers,

packer buyers, and ordar buyirs.

Sheep

The estimeted percentage of sheen shipped less than 50 miles was
47, 30 to 2%0 miles was 49, and bayond 250 miles was 4 (Table X). The
percentage of sheep transported beyond 250 miles wss much lower than
#l ther cattle or hogs. )

It was found in this study that mors than four times more fweder

and breeding shesp wers coneigned to the auctions than slaughter sheep.



TABLE X. PERCENTAGE OF ALL PURCHASED LIVESTOCY SHIPPED Fprwi
AUCTIONS BY DISTANCES AND SPECIES OF LIVESTOCH
IN SOUTH DAKOTA, 1957.

Hiles Cattle Hogs Chesp
Pezcent
Less than 50 39.3% 40.63 47.38
8C - 250 43,46 41.46 48.57
tore than 250 YAy YA ~4.08
Totals 100.00 100.930 100.00
- — —— — — —3

Feeder and breeding sheep originsted mostly from within a 59
mile radius (Table VIII), An estimated 26 percent originated from zone
1, 30 percent from zona 2, 27 percent fram zome 35 and 17 percent from
zonw 4, -

The percentages of slaughter mhesp originating from a:ch zone
wera somewhat comparable with slaughtsr cattle and hogs with the
exception of zons 4 (Table IX). The mstimated percentages of slaughter
sheep originsting within zone 1 wis 28, zonk 2 was 32, zone 2 was 23,
and zone 4 wzs 14 (Table IX),

Two auction managars indicated a rather large percentage of
consigned slaughter shesn that came fror beyond the 50 mile radius,
One of these auctisns had an sstimated 52 percent of its slasughter
shesp that originsted from beyond 50 miles and the other aurtion
recelved 70 percent from beyond tne 20 mile radius.” Both of these

auctions were from the Kast fiiver arwma.



CHAPTER VIII
TARIFF CHARGEDC PY AUCTIONS

The chargee made at the 27 sampled auctions varied widely,
Several euctions omitted seme chargee entirely but some of the other
charges were unusually high, indicating possible padding of the feee
charged. The comniesion fece of the aucticns were usually a flat rtate
charge por head, however, five auctiona chirged on 8 percentage basis.

Many of the auction managars may hawe been unawara of rhe vdde
range of charges among various auction markets., Some of the zuction
manocgere indicated that they thought their cherges were ecual or
posgibly lower than their competitors rates.

The wide veriations in miethods of asseSsing selling
charges and in the charges mede st auctione euggest the
deeirability of working towarda 9raater uniformity. The
rates should be 3c ecuitable as possible both from the

standpoint of the management and of thoee of consign live-

stock for salae, TK.; posted rates should be applied uni formly
to all consignors.

It is poesible that tariffs chexged by auctions should be exsmined
more closely and more uniform ratee sdopted. Thie should prevant sny
oisunderstanciog betegen the guction managar and the auction patrone on

thig¢ point,

Table XI depicts the mean, mode, znd range of tarif¥ charged by

the suction markets in South fakota,

17Do\ull end Engelwdn, op. cit., p. 3% -
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TABLE ¥I. THE MEAN, MODE, WANGE, ANDC TYPE OF TARY FEE
CHRGED BY AUCTIONS BY SPECIES OF LIVEST oX
IN SOUTH DAKOTA, 1957.

Typss of Tariff Cattle Hogs Sheep
Comaisnlon

Mean §l.32 £.43 £.36

Mode 1.50 + 30 .35

Hame l."]"'.l—l.m 025-.1,1 .m—,f)o
Yardage

Mean £ .32 L = £.07

Mode o 28 «03 el

Range «10=,60 «0%-.15 o01-e12
Feed

Mean $ .32 s.18! %.07

Wode « 258 #00 JJO% .10

Range o 2=, 50 mone o03=,10
Insurance

Mean § .06 £.04 £.03

Modwe .08 +81 401

Ram' .:'2’.27 .ﬂl-olo 001-.10
Vetgrinarian

Mean 1 .06 £.03 $.03

Mode 0% « 82 «02

Rlﬂg. 005“.1{) .02“'.0& .02‘005
NO-5i1|3

Epr———p———
10n1y three muctions listed a fred chorge for hogs.

2Ten auctions listad 5 cents ind ten auctiins listed ten cents a®
thelr charge far feed. ks

3It was not possible to tabulote a me#sn, mode, #nd range of no-
sale charges. Only six auctions reported @ no-sale tariff. One auction
chirged 40 cents for cattle, ten cents for sheep, and no charge’ for hods,
One auction chirged no commission plus balance® of "Fees. Two muctions
charged one-half of the ragular comsission plus baliance of fees. Two
auctlons charged only one-half of the regular commission.



Commi sdion Feen

Five suctions charged their comiission on & percentage bkasisz for
the sale of cattle. The range of the percentige fesg were from 1.0 to
2.5 percent of the sale, Two auctions also e:tended the percentags fee
to hoge. The rates charged were 1.3 and 2.5 percent of the s2le for the
commission fee, Only one of the auctions used a percentige basia for
the commission fee in the sile of sheep, The fee charged was 1.5 percent
of the sale.

The remaining 22 wampled auctlans charged a flat rzte per head of
livestock. The msan comnission charges for the cattle, hogs, and sheep,
respectively, wers $1.32, §0.43, $0.36 (Table XI). The range af tha
charges for cattle was from ¥1,00 to 11.80 with ® modal charge of £1.%0,
The modal charge for hogs was 50 centg and the con;ission fees chargud
by the 27 sampled auctions ranged from 25 cents to 70 cents per head.
The range of fees ansessed for the sale of shesp weres from 25 cents to

50 cents and the model charge w = 35 cents.
Yardage Fees

Tha mean yazrdsga fees collectid by the 27 zuctions were 22 cante
for cattle, 8 cente for hogs, and 7 cent: for sheep, The modal chargas
for cattle weres 25 cents and 3 cents for both hogs and sheep. The range
of charges for cattle was suite wide, it went from 10 cents to 60 cents
per head, Hogs did not have as wide s range as cate®le in the variaticn

of feea chirged. Tha ranges mas from 9 cents to 15 cents. The runge of



4

chirges for sheep was from 1 cent to 12 centa per heid with the modal
charge of 5 cents. Ten auctions listed % cents sz their fee for
yirdage for ghee:, however, nine suctiong® charged 10 cents. The modal
charge mas 5 cants but it was not the true picture since an slmost

ecual number of @uctions chargsd 10 cents,
Feed Fees

Cattle, hogs, and sheep wire charged a mean of 37 cents, 17 cents,
and 7 cents, respectively, for fesd. The mean fea of 14 cents for hogs
is misleading. Only thres suction sanagers stated that they charged a
fee for hogs and one of them only if the hogs were actually fed,

Tha modal fees charged were 25 cents for cattle and no charge
for hogs. The modal charges for sheep were 5 cemts and 10 cents. Ten
auctions listed 5 cents and another ten auctione listed 10 cents as
their feed charge for sheep., The range of charges for cattle was 20
cents to 30 cents. Tha range for sheep was from 2 ceénts to 17 cents

per head,
Insurancs Fees

The mean fee charged for insurance by the auctions for cattle
was 6 cente., The modsl charge was 5 cent: per head and ths range was
from 2 centg to 27 cents per heid. On# auction chrerged 77 cents par
head of cattle for insurance but this was not rt-r:untﬂive of the
other suctions. This fee wis much greater than the feee chirged by the

remaining auctions, the highest of which was 10 c®nts per h#ad, By
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onitting this one euction, the range of fees charged would be from
2 cents to 10 cents. The mean fee charged for hoge was 4 cente and
for gsheep it was 3 cents. The range of fees charged for both hogs and
c¢heep were 1 cent to 10 cents. The modal charge for the hogs and sheep

was 1 cent for both specles.
Veterinerian Fees

The mean charge, sodal cherge, and range of charges were all the
same for the hogs and zheers, The mean charge was 3 cents, modal charge
was 2 cents and the renge of charges was tents to 5 cents per head.
The cattle had 2 mezn fee of 6§ cente per haad and a modal fee of 5 cente,
The fees charged by the auctions ramrged from 5 cents to 10 cente per head

for csttle.
Ho=Sale Fees

Only six of the suctions indicated that they made 2 charge when
the consignor declined to sell his livestock efter the highest bid was
obtained. One auction charged 4C cents per head of cattle, nothing for
the hoge., end 10 cgnts per hiad of zsheep. Two auctions charged one-half
of their regular comnission in the csse of a no—sale, two auctione
charged one-half of thelr regular commission plus the balance of the
reguler feas, 6nd one suction charged no commissiopn but did charge the

balance of thre regular fees.
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CHAPTER IX
SUMMARY

Since the first livestock suction begen its regular weekly
operation in 1930, the number of auctiocns and their wvolumes have steadily
incressad, At the time of thils rtudy, 64 auctions were operating in
South Dakota,

The factors that were thought to have contributed to the #xpansion
of the auctions are: the impravement of roads, increased number of
imall packers throughout the state, development of uniform grade and
welght cleassifications, and sn extensive dismemination of market news
to producers,

It was found as » result of this study thft conveni&nce to
suctions and lower transportation costz were major reasons for patron-
mge of the market outlets,

Auction managers have listed telephone, person to persen contict,
radio and nawspapsrs as the most widely used meins of communication to
contact patrons. The person to person contact and telephone had the
best results. In the course of this study, it wos found that auctions
in other parts of tha United States found that pooling livestock into
large uniform lots tended to attract piackers #nd other large volume
buyers., The use of livastock pooling brought higher prices and in turn
encouraged mors patronags by producers.

South Dskota auctions were the major outlnt; for stocker, ffeder,

and other livestock, The number in this class consigned to auctions



was more than twice as large as the slaughter livestock class.

Traderws, deslers, and auction markets consigned a higher percent-
agm of stocker, feeder, and other livastock class than they did af
slaughter livestock. No definite avidence wzs available to ewplain
this, but it might be dus to ths fuct that slsughter livemtock were
tought out by the packeras. They probably bid more than any other
buyers cared to, thus discouraged speculation, Livestock producers
were found to be the largest consignors to auctions,

The producers were allio the largest purchasers of the livestock
consignéd to auctions, even though the ;ackers purchassed the major
portion of the slaughter livestock, This wis due to the large pur-
chases made in the stocker, feeder, and other livestock class, The
large purchases and consigmments of the above cliss by producers may
indicate sevaral things. (1) Auctlons were used as a place of exchange
between faed deficit aress and feed surplus areas and (2) producers
speculated with livastock,

It wae found in this stucy that suctions raceived and shipped
livastock various distances, There were undoubtedly many factars
influencing the distances liveatock were transported. The distances
livestock wer# transcorted from South Dakot: auctions ranged from the
nearby country to both coasts,

The tariffs charged by suctions were found to have conilderable
rangees for wach of the fees listed. There wers five auctions that
charged commisseions on & pe#rcentage basie. The u:uininq auctions

charg#td their commiesions on 4 flat rute basis. The remaining fees
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chazged by a1l tha suctions v.ere on & flat rate basie. Some of these
auctions had omitted e fee, but it could be teen that one of the rexain-
fing fees wexe larger than ususl,

Somw areas indicating addi tionsl research are: (1) A comparisen
of returns for esch apecie and cless of livestock sold through all
mexrket outlets in South Dekote, (2) A study of teriffs to ascertain
whether the ranges sxs justified amomy the auctions, (3) A study to
deteraine 1f a more effactive syetem is needed for individuel auctions
to bring consignors snd prospactive buyere together. (4) A study to
detemines the voluma en auction nesds to operate efficlently and to
attrect o sufficient number of buyers to better assure high returns to

the groducers.
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