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CHAPTER I
INTRODUCTIOH

During the past few years ths cattle feeding industry in the
United States has undergone many physical, technological, and geo-
graphical changes. One of the most noticeable changes has been the
growth of commercial and large-scale cattle feeding operations., Prace
tically all of these beef factories are located on the west cfoast and
other states in the southwest. States where most of the commercial
and largze-scale feeding is done includes California, Texas, Oklahoma,
Kansas, Colorado, Arizona, and Nebraska. In California, for sxample,
68 per cent of the cattle on feed are fed in lots of over 10,000 heu!.1
There are a mumber of reasons why these areas are particularly well
suited for large-scale feeding and they ares ¢climate, extensive irri-
gation, and large supplies of low-cost feeder cattle. Another impor-
tant reason is that there has been mass shifts of population to the
coastal ares creating a strong demand for meat products,

Most of these commercial and large-scale feedyards are pri-
vately owned. Soms of the layger ones are organized either as core
porationa or partnerships. Another type that is relatively new is

the cooperative feedyard. As of January, 1960, there were only four

1
Frank S, Scott, Jr., H“ Aspects of Western Cattle .ﬁ.&r
%1113 a s Bulletin 190, p. 28, A Western Regional Researc
blication, University of Nevada, Carson City, Nevada, December, 1955,



such operations in the United States, C. G. Randell states that con-
sidevable intevest has developed in coopsrative fiadyards im the pest
three years, especially in the west, Cooperative yaxds sre located at
Oklshoma City} Edwall, Washington; Pendleton, Oregoni and Bainville,
Montana. Producer groups in many sections of the country have shown
an intermst, but sccording to Randell the nrinecipal deterrents are

adequate capital and 1»“10!:!;.3
Reasons for Undertaking the Study

Many farmeys and vencheyxs in South Daketa depend on cattle
feeding for their livelihood, Certain developements in recent years
indicate that those connected with the cattle feeding industry as
wall as those interestad in getting in the businass may well pause
and raview the current trend im cattle feeding.

Cattle feeding has made considerable increases in many sections
of the United Scates, whereas in South Dakota there has been very
l1ittle growth, In spite of effarts te incresse cattle fesding within
the state, only & small percemtage of the available faader cattls ame
fed out In the state, Among the important reasons advanced for lack
of intevest in cattle feeding is that theve is sn insdsquate feed supply.

2¢. C. Randell, “Opportunities Unlimited for Livestock and Vool

Cooperatives,” News for !&H!m vol, 26, No. 10, p. 10,
t::iwm States Department o culture, 'Macm 25, b, C., Jamnuary,



Yet, studies indizate thers is s good patential for feed grain pro.
duction in the state.>

If the lack of large-scala feeding enterprises is the main obsta.
ele to increased cattle feeding within tha state, then perhaps South
Dakota farmers should consider the possibilities of peoling their re-
sources in large-scale cattle feeding units, The capital investment in
equipment and labor requirements on an individual basis may be too high
for the individual feeder to compete sgainst am efficient large-scale
operation. Orgsnization of a cuoperative feedyaxd is ons way that
farmars themsglves can increase the scale or size of their feeding
business.

Since cooperative feedyards are relatively new and only &
iimited amount of informetion is avsilisble abmit tham, more informa-
tion concerning their organization and operation is needed. The pure
pose of this study is to supply this information by developing & madel
cooparative feedysyd tailored ta South Dakota conditions, The study
will include chapters on organization, operation, capital investment,
and marketing, Also, since rsising adequate capital iz one of the
most fmportant limiting factors in organizing a cooperstive, this
study will attempt to untover or develop plans wheredby interested
farmers can obtain the needed espital.

Lyle M. Bender, The Rural Dekota, Special
Report No. 1, pp. 121-1!% Agricultural Extension Service, S5Ssuth Dakota
State College, Brookings, South Dakota, March, 1956,




Objectives

his study ves made to serve as a guide for farmers and renchers
in the erganization and opsration of a coaperative feedyavrd. The speci-
fic objectives of this study are: (1) to determine the feasibility of
s cooperative feedyard as a mesans of fesding cattle, and (2) to inves-
tigate the problema involved in the orszanization, operation, financing,

and marketing of livestock from a cooperative feedyard,

Procedure

This study presents information relative to developmént of co-
operative feedyards., Data and information used in this study were
obtained by analyzing the organization and operation policies of var-
fous large-scale feeding operations and adapting these ideas to a
cooperative type arrangement. Additional information was obtained by
perscnsl visits to verious types of feedyards, making a case study of
8 cooperstive fewdyard, and drawing on actual experience with differeant
types of feedyard operations.

Costs and returns of a model cooperative feedlot are presented
in this study by comparing the cost of feeding cattle in a cooperative
feedyard sa compared to feeding in s farm feedlot. Capital investment
figures are presented to serve as a guide for interested groups plan-
ning to orgpanise s cooperstive feedyard., Capital reguirements for the
mode]l feedyard developed in this study were abtained through the assist-

ance of the Agricultural Engineering Depertsent st South Dakota State



Celluc‘ and the Economic Research Division of the Consumers Coopera
tive, Ksnsas City, mamri.s Since these data do not involve pro-
jected prices, they camnot provide the relstionahip of what is to be
expected in years sheadj however, enough flexibility is provided inm
the plam so that price sdjustments can be readily made.

Alternative methods of organizing & caspawvative feedysrd ave
explorad in this study. Methods of financing and managerial problems
associated with the speratien of a cooperative feedyard are presented,
The advantages and dissdvantages of varisus market outlets svailable

to the feedyard are discussed and analyzed.

410uis Lubinus, Extension Agriculturs]l Engineer at Seuth Dakets
State College, Brookings, South Dakota,

5’\\“ Price, Commere

W and W Drganization .w % Divi-
sion onsumers Cooperstive Association, K City, Missouri,




CHAFTER II
SITUATION

South Dakota cash farm income data show that beef cattle is the
state's most important sgricultural enterprise. Beef cattle sales
accounted for 4.3 per cent of ths total cash farm income in 1958,
Cash receipts from beef cattle, as a percentage of total cash farm
income, more than doubled from 1945 to 1958, The number of fed cat-
tle marketed during the same period remsined relatively eonuant."
Increased receipts resulted from expsnded baef cow herds and increased
feeder cattle sales.

In 1958 over 1,228,000 head of feeder cattle were available
for feeding and only 388,000 cattle reached the market as fed cattle.
A summary of the figures presented in Figure 1 shows that anly adbout
one-thizd of the cattle available for feeding were actually fed out
in South Dakota for the years 1936 to 1959,

Feed grain production figures indicate that South Dakota has
potentisl for increased cattle feeding. Feed grain production over
the past 13 years has sveraged 5 million tons annually. This includes
all feed grains produced including corn, barley, cats, and lorgh\.nm.7

Prospiacts are that production will continue to incraase. Bender's

6south Dekats _A_‘L}M%F. 1959, p. 43, South Dakata Crop and
Livestock Reporting Serviee, Sloux Falle, South Dakota, March, 1960.

TSeuth Dakota Crop and Livestock Reporting Service, Sioux Falls,
South Dakota. Information received inm a letter February 24, 1960.
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study indicates a 40 per cent incresse {n crop production {n a paried
extending from 1930 to 1975. He explains that an increase in fesd
grain production will result from ingressed technology and shift from
vheat productisn., Bender states that production could be incCreased
even more rapidly depending on the need and the rate of adoption of

improved metuu.a

This production potential, aleng with the in.
creased use of irrigation vithin ths state, increases the posaibility
for expanded cattle feeding im South Dakota,

Can incressed esttle feeding be Drought about in South Dakots
by expanding or increasing the valume of feedlot oparations? This
quastion is of considerable concern to Séuth Dakota beef producers
as integration, cow posls, super size feedlots, snd contract farming
become mare populer. Since feedlots are gerting larger and fewey
throughout the United Scates, it would indicats that economies to
scale do exist and that cattle feeding cen be effectively performed
on 8 large scale, Obvipgusly, scale alome does not pesn sutomatic
success, but it does indicate thet a large-scale farmer-owned to-
operative feedlot has definite possibilities and warvants iavestigationm,

To show the importanca of the change that is taking place in
beuf production, the results of several recent studies are presgnted
to point sut trends and to Telate tha importance of scale in cattle
feeding, Evidence of this phenomenon can be shown by referrimg to
the mumber of cattle on feed January 1 in vayjous states for a peried

e — W e M W

®sender, op. git., pp. 124-146,




from 1954 to 1960, Invariably the states where the trend has bmam
tovard larger-scale feeding have shownm the largest increase in the mum=
ber of cattle on feed. For example, tha states of California, Colo-
rado, and Arizona showed a 50 per cent increase in the number cf cattle
on feed, whersas South Dakota remained relatively constant during the
sam# poriod.9

In an extensive study made in California, investigators fmund
a definite trend in favor of large-scale feeding. The study was con-
ducted on feedlots ranging from 1,000 up to 20,000 head in size. As
the number fed increased, not amly did the feed costs per hundred-
waight of gain decrease, but the average daily gain also increasad,
The study indicated that the upper limit on size of feredyards had not
yet been reached in California.l?

Studies made in Minmnssota show that the required man hours
dropped rapidly as the number fad lncrenod.u

Large-scale and commercial feedlots are largely confined to

the fringe or areas outside the corn belt. This would indicate that

the area of adaption in South Dakota would probably be in the central

9&5& Dakota AI!L‘E“J%&' 1959, p. 35, South Dakota Crop and
Livestock Reporting Service, Sioux Falls, South Dakota, March, 1960.

10pavid L. Crove, Cattle Feed y
o » ing in California, A Study of
Feedlot Finishing, Economics BSpartmt of Bank of America National
Trust and Savings Associstion, San Francisco, California, February,
1957.

g, c. Johnson, T. R, Nodland, and C. D. Pond, ¥ R -
ments for Feeding gu:_x_% as Affected by the Number of Catt .
imrt . s Po s University of Minnesota, t.s'iw s Minnesota.
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or east-cantyal part of the state. This area has an sdequate supply
of feeder cattle, good potential for feed grain production, and very
few cattle being fed at the present time. Since not too many of the
fazrmers and ranchers im this ares have money invested in feedlot
squipment, they may be move willimg to invest in a cooperstive fead
unit,

Any farmer or vancher camsidering the possibilities of s co-
operative feadyerd will ba faced with thres basic alternativast
(1) the cholece of fesding his cattle or selling them as fesders, and
if kis decision is to fead, then te (2) feed them at home himsalf, er
(3) have them fed in a large-scale coocperative feedyard.

Technological advantement in the livestock feedisng area is
advancing at & vapid pace. This is especislly true in the fields of
rations, feed mixing, and feed distribution., The optimum comdisa-
tions of feedstuffs, equipment, and lsbor will be nscessary in ovder
for South Daketa livestock feeders te compete with other livestock
fesding aress.

Several types of business arrangements appear te have potential
for fecilitating an expended cattle feeding program in South Dakets.
It appears that both the cooperative and corporate type feedlots have
possibilities. A coopsrative type arrangermnt seems to held ths most
promise for producers’ groups wanting to take advantage of large-scale
feeding. 1f farmesrs thesselves d& net werk ocut arrangements for the

management af cosmercial and large-scals feedysrds, then mare and
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more cattle feeding will be done by large non-farm eperaters. These
large-scale operators may very well be the meat packers and the chain

stores,



12

CRAPTER III

There can be several variations of a cooperative feedyard but
they all involve a system of central, large-scale feeding, In an
effort to obtain basic information, a study was made of a cooperative
feadysrd located at Bainville, Montana. A description of this opers-
tion is preseited here te show how one cooparative feadyard was
organized and how it opervates,

This study vas made by pevsonal visit to the feedyayd and by
intezvieving the mmgwu and ons of its directors. 13 Thise coopera-
tive was gelected Decause the ares it serves approximates Ssuth Daksta

cenditions.
Organizatien

The Little Muddy Cooperative Livestock Feeders Yard was organe
iged in 1957 by a group of 12 yanchers, Although this is primarily a
ranching country, the mesbers felt that an oppertunity ezisted to in-
cresase their net returns by finishitg their own fesder cettle. The

group rveceived some outside support and encouragement from local

12c)arence W. Detienne, Manager of Little Muddy Cosperative

Livestock Feeders Yard, Beinville, Montana, Persenal Interview,
December 29, 1959,

ul\lhn Nelson, Dirvector of the Little Muddy Cosperative
Livestock Feeders Yard, Bainville, Montans, Personal Interview,
December, 1959,
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organizations and individuals that were primarily iuterested in in.
creasing industry in the communityj however, the basic motiveting
farce came from within the membership itself.

The group had no previous model or study to guide the fornmmulae
tion of their plans. The planning and orgenizetion work was done by
committees, each working on various phases of the oversll plan. A
local cooperative manager assisted the group in devaloping a coopera-
tive charter. Plans for the layout of the feedlot were patterned
after feedlots in other states which the group had visited,

The cooperative was oxganized an a membership fee hasis. All
of the capital needed was furnished by she membership itself, Since
the original organization had 12 members, 12 equal sheres were issued.
Provisions were made in the charter to allow members to sell their
interest; however, this type of transaction is dene only with the
spproval of the board of directors.

Leadership for the sssociation is provided by elected afficers
and 8 hired menager. The manager is delegated the full responsibility
of supervising the operations of the feedyaxd and cayrying out the
orders of the board of directors. The trsssurer is responsib lefor
paying all bills end preparing the operating statement. The entire
group sexves as the governing body or in reality as the boayd of
directors. Regulsy board meetings are held monthly or more often
vhen needed.

—
[UV]
W
L0 |
() ]
[EEN
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Capital Investment

The members of the assogistion have a totsl investment of
$75,000 in the feedyard. At the outset each of the original 11 mem-
bers luveated $2,500, or & total of §30,000, This emount aof capital
vas adoquate to build the original feedyard, LlLater the group invested
ansther $45,000 in feedyard facilities, primarily for the preparation
of feed. This additionsl investment was asssessed to each member and
is nov included as & pert of the original sheres. Zach member's
share represents an investment of $6,250,

All financing was on an individual basis. Mesbers mat having
sufficient capital obtsinad losns from cutside sources. Ths local
bank provided mout of the nedded capital for these loans. The coopera-
tive itself has no financial indebtedness.

Physical Plant

The feedyard is cons on & &0-acre plet adjaceni to rsil.
road facilities and an sll-weather highway., The site has execelleat
drainage with adequate voom for future expansion. The feedyard itself
covery about eight scres and hes 8 maximum gapacity of 1,800 te 2,000
head of cattle, depending on thelr size.

The yard is well squipped but mnat elaborate, There are 13 pens,
120 by 160 feet in sizs. Each mexber has a certain pen ay penz and
the coopexative alse has one pen for the fesding of cattle purchased
from non-members. Tha lot is squipped with feeding alleys and femce

line bunks, Each pen has an automatic all.gseason watever, A two-way
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scale is used for weighing both cattle and feed, The lot has adeguate
loading chutes and pens for spraying and treating animals, No housing
or shade is provided for animals being fed., Boawxd fences, 8 feet high,
provide windbreak shelters on the north side of each pen,

The let is equipped with facilities so that all unbranded cate
tle srriving at the yard esn be bdranded, After the cattle have been
branded, they are put in the cwner's pen and the gates are kept locked

at sll times,
Feeding and Feed Supply

khen first srgsnised, the fsanseative obtained its feed from
s i1l locested a considevable distsnce from the yamd., This proved to
be an unsatisfasctory ayrsogement, As a result of this experiemce, the
coaperative installed its owm feed mixing and arinding plaat and stor-
age facilitieos. The feed unit has 2 S«ton per houy tanasity snd is
housed in e stes]l bulldimg. All of the feed is prepersd in bulk and
the feeding is dome with one tractar-anevatsd self-unloadimg wagon and
oné self-unloeding cruck, All the [eed i1s weighed and & record of the
date, pén munber, and yration (g rigawidad,

The feeding rations are determined by tha sumbers collectively
and are the only ones fed. Two rvations sre used in the feeding pro-
gram. These retions are referved to as & "calf ration” and a "fatten.
ing ration.” The only difference in the twe is the per cent of cen~
c wed in sach. The ratians econtain the following three
ingredients: alfslfa, best pulp, and barley. According to the
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manager, best pulp is used because alfalfs and barley alone do not
make & satisfactoyy ratiom.

Since Bainvillae is located in a dyyeland farming area, the
cooperative does have some diffizulty in securing an adequate feed
supply. All of the feed is bought locally either directly from farm-
ers or elevators, except the beet pulp which $s bought from a
sugar refinery at Sidney, Montana. Some of the feed 1s fuinizhad by
the mexbers themselves. They can sell their feed te the cosperstive
sand either draw cash for it or credit it to their account. The influ.
ence of the feedlot has imcreased the market price for fesd in the
ares. Howsver, the cooperative is able to make some savings on quamne
tity buying.

Operation Policies

The s jority of the cattle fed in the lot belong te the mem-
bers lut the cooperative maintains one pen of cattle at all times,
Income from the company sattle is used to help defray pert of the
expenses of the yard, For complete ustilization of the yard, a palicy
was established which geve the ceopsrative the optien of filling any
sember's pen sfter 1t stood empty for & certain length of time, This
vas necessary in order to meintain an optimum feeding operstion., Com-
pany cattle are purchased on borrowed capital at & curremt rate of

‘lt‘“g .



The nembers pay a f1at daily charge to have theixr cattle fed in

the lot.

The following system is used:

Under 400# 20¢ per day
400 -~ 5008 23¢ per day
500 - 6006 30¢ pexr day
600 - 7008 35¢ per day
700 - 800¢ 40¢ pex day
800 - 9004 4%¢ pery day
$00 -10004 S0¢ per day

17

The charge is made sccording to weight and age of the cattle,

The cattlie axe wveighed once each month and the charge adjusted
sceordingly, Oparating costs are allocated monthly to the mpmbers.

The cooperative has & full-time manager vho is also one of the
12 owners. The manager has 2 background in cattle feeding but has had
no special training for the job., The mwnager's salary is based on the
rumber of cattle on feed. He is guarantsed §200 & month for the first
600 head and 1 cent a day for esch head over that with & maxisum of
$400 per month,

The manager is responsible for divscting labor., Two full-time
men are required on a year-around basis with two additionsl mim when
the plant is operating at cspecity. Individual agnbers eoccasionslly

do soms rvepaiy work on their own pens but receive no reimbursement.
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The cooperative is generslly responsible for keeping the pens ¢lean énd
in good condition., The mansger has the vesponsibility of keeping all
the feedlot records and onllecting bills. He also has the wresponsibil.
ity of maintaining an adequata feed supply.

It was astimated by tha mensger of the cooperative that they
needed to fead 1,500 head of cattle to operate efficiently, The 1sngth
of time cattle ave held in the feadyard varied saong classes of ani-
mils. The feeding period fur all classes aversged six months. The
greatest problem encountered hy the feedyard was keeping the pens
full, espscially when the feeding marging were small.

Infirmary Pen

The cooperstive opeérates an Infirmery er sick pen at no addi-
tional cost te the members. The 8ssocistion pays for all the veteri-
narisn tosts and medicines used in treating eick snimels; however
members stand their own death lesses. This program has proven to be
m effective way to cut losses. Deaily checks are mmde of sll pens to
detect any sick or unthrifty animals. This program has not been very
costly snd has helped to improve mimber relations,

=

Merketing of fat csttle is somewvhat of a problem in the aves
since it is & considerable digtance from eny major sisughtering plant.
It is the vesponsibility of the individusl memder to msrkat his cattle
vhen and where ha desires. Owners can and have en eccasjon pooled



their cattle to make a lond for shipping end selling. They have
shipped to South St, Faul and to the Portland Stockyards, They have
taken packer bids at the laot and have sold a number of fat cattle
through the public suction at Sidney, Montama, Another outlat is s
small packer in Williston, North Dakota, who purchases about 35 head
per month to supply the local trade,

The group has had no contracts with any commercial concerns
either for the fed beef or for supplies, thus maintaining an inde-
pendent organization, Each individual uses his own marketimg skill
and information in marketing his cattle.

Yarious sanpects of this feedyard will be referved to periodi-
c2lly in this study to point out the wasknesses and styong peints in
its operation. The following chapter presents the costs and veturns
of a model cooperative feedyard designed to South Dakota conditions.

19
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CHAPTER IV

COMPARATIVE COSTS AND RETURNS OF VARIOUS ALTEENATIVE
FEEDING SESTEMS

There is a wide renge of altermative feeding programs available
to farmers and panchers in South Daketa, Aasuming that the operator
has equal preference for the various alternstives, he will normully
choose the ons that returns the greatest profits, A comparisen of the
costs sad rveturns from feeding 200 head of 650-pound yesrling steexs
under three different alternatives is presented in this chapter. Thase
alternstives ares (1) selling the steers as feeders, (2) feeding the
cattle at home yunder farm conditions, and (3) having the cattle fod in
& cooperiative feedyard,

A model cooperative feedysrd was developed in this study to
sexve two functionss (1) to presemt cost figuves that can be usad to
sexve es guides feor groups planning te Wild a csoperative feedyard,
and (2) to develop cost figures that were used in the cost and veturmn
comparisans af the various alternative feeding systems. The model
ws designed for a 5,000-head duily capacity and a 10,000«kesd yearly
operation. Studies indicate that this size operation ia large enough
to produce the veturas to scale that would normslly be expected from

& lerge-scale feeding opcrati-.“

“M“’ 2p. m.’ pP. 22,
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Capital Requirements for a Cooperative Feedyard

Costs for the model feedyard were broken dowr into three cate-
gories: (1) capital requirements for constructing the feedyard,
(2) eapital costs on &n annual basis, and (3) curremt operating expense,

The size of the yard has & direct bearing on the capital ve-
qirenents for constyuction. In this madel costs have been sstimated
for a yaxd with a $,000-head daily capacity and a yearly total of
twice that number. The total capitsl requirement for s yard of this
size is estimsted at $228,050. This figure includes the fixed assets
as well as the equipment necesssry to operate & modern large-scele
feoadyard. The estimste includes $125,000 for a feed uill capable of
preparing fesd foxr 10,000 cattle pexr eight<hour day. This also sllowm
for future expsnsion. It is assumed that all faud will be handled in
bulk and no prowision is msde for pelleting. A summary of the capital
requirements is shown in Tabla I,

A breskdown for the estimste of the capital costs on an anmusl
basis is shown in Table II. The total capital toets on an sanual
besis 18 $22,197. This includes such items ss depreciation, repairs,

interest, insurance, and taxes,
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TABLE I, CAPITAL REQUIREMENTS FOR FEEDYARD 5,000 HEAD DAILY CAPACITY
e S T T e

Land - 40 acres

Concrete (for around waterers and 10 feet
‘behind bunks)

Feed bunks (fence line, wood)

Pen construction (windbreak)

Infirmary pens, loading, and holding
facilities

Feed mill and storage

Other buildings - office and eguipsent
storage

Twoe-way scale and pens

All-weather water system and well

Excavation of trench sile (15 cents a yard)

TOTAL

Mamure-handling equipment
Used cat with scoop
Dump truck used

TOTAL

Feeding equipment
Auger wagon
Flat bed wagon
Tractor and silage loader
Two tyucks
Two feeding boxes

TOTAL
Hiscellaneous equipment
Tragterxr
Piclup
Cattle-handling equipment

TOTAL

Working capital
Total investment regquired

Investment per head feod anmually

§ 4,000

17,500
17,250
6,900

1,750
125,000

3,000
2,400
10,000
750

3,000
1,300

850

250
2,800
3,000
2,600

1,000
1,500
1,000

§190,550

4,300

9,00

3,500

wHitio%

$22.80
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TABLE II. ANNUAL CAPITAL INVESTMENT COSTS FOR FEEDYARD
OF 5,000 HEAD CAPACITY

I = e e e e = e =

Land
Interest $4,000 @ S54% $ 220
Taxes @ $2 per acre 80
Annual cost # 00
Working capital:s $20,000 @ 6L 1,200
Improvements
Feed mill and storage 125,000
Pens 6.m
Bunks 17,250
Concrete 17,500
Other duildings 5,000
Infirmary {m ;,750
Cattle scales
Total improvements m:%
Taxes (20-year depreciated
value) 1,250
Interest % of $175,800 @ 5% 4,395
Depreciation @ 5% 8,790
Iasurance (507 value of mill
@ $1.30) 812
Repairs 300
Total 15,747
Equipment
Cat and blade 3,000
h txuck 1.500
Twa trucks 3,000
Feeding boxes 2,600
Water systain 10,000
Tractor 1,000
Tractor silage loader 2,800
c’t.h‘r 1.500
attle-handling equipmsat
Totsl ﬂ*%
Deprectation @ 10% 2,640
Interest & of $26,400 @ 6% 795
Insurance - 350
Repairs 1,000
Taxes (depreciated value) 165
Anmual cost 4,950

Total annusl capital cost 22,197




The nstessity of keeping the yard opevating at cspacity is indi-
cated by data shown in Table IlI, When the yard is operating st capa-
city or 10,000 head annually, the cspital cost per head fed is §2.21.
When the total mumber fed smmually drops te 7,000, the cost {ncreases
to §3.17 per head,

TABLE IXI. SUMMARY OF CAPLITAL COSTS AS AFFECTED BY
THE NUMBER OF CATTLE FED ANMUALLY

R e B T B e e e e S o e s e R A PR E Ty e e
Capital cost per

Aarmgl cast Total mumber head

of gapital , fod annually . Yeax D8y,
22,197 $ 2.21 $.006
22,197 2.47 007
22,197 2.7? 008
22,197 3.17 009
22,197 3.70 010
22,197 L. 48 012 -
22,197 $.55 015
22,197 7.40 .020
22,197 11.10 .030
22,197 22,20 061

The current operatimg expense imzludes salaries of employees,
utilities, supplies, and miscellanecus expenses. The total opersting
costs on an anmual basis ave $70,047. With the yard opersting at full
capscity, the dajly operating cost is 2,7 carts per head. A summary of
the non-feed costs is shown in Tadle LV,
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TABLE IV. OPERATING STATEMENT SHOWINC COSTS AS AN BSTIMATE
OF CURRENT OPERATING EXPENSES AND CAPITAL COSTS
ON A YEARLY AND DAILY PER HEAD FED BASIS

e —— e e e ET e s

~ltem Yearly cost ____ Daily cost
Salaries

Manager $ 7.500 $ 20.59

Employees (8) @ $3,600 28,800 74,90

Bookkeeper @ $2,400 2,400 6.58
Utilicies

Electricity 4,800 13.15
Equipment expense

Other 2,000 5,50
Other

Office maintenance and supplies 350 .96

Vaterinarian snd supplies 4,000 10.95
Operating =margin (undivided gain) 20,000 54,80
Capitsl cost 22,197 60,81

Totals $98,047 $268,65

Total daily operating costs per head fed
(10,000 head per year basis) 027

N T LT, S Tl e T e i i S

Capital Requirements and Cost for a Farm Feedlot

Capital requirements for a farm feedlot can be broken down much
the same as for the cooperative feedlot. These costs aver (1) capi~
tal investment in feedlot equipment, and (2) current operating
expenses.

The capital investment costs for the fars feedlot were ©al-

tulated for a modern 200-head capacity feedlot. The tetal tavestment
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in feedlot equipment was estimated at $13,000, The capital costs on &
per head fed basis was estimated at $1.26 per yesr (Table V).

Current operating expenses for the farm feedlot were estimated
at §1) per head fed. This estimate was made under the assusption that
200 head of cattle would be fed in the lot 240 days with a net gain of
300 pounds each, Labor requirements were estimated at 5 houys per hasd
at a $1.50 cost per hour or a total of $7.50, Miscellaneous expenses
ingclude veterinarian expenses, death loss, minerals, and equipment
operiiting costs. These costs are estimated to ba §1,10 per hundred-
veight ef gain or a total cost of $5.50 per heed,

TABLE V., TOTAL NON-FEED COSTE FOR CATTLE FEE IN A

TYPICAL 200-HEAD CAPACITY FARM FEEDLOT
OR A FER HEAD FED BASIS

hpui'ﬁmumu b o ) fex heed

Feedlot improvements costs:%

Total (20.year 1ife) $13,004.00
Per head fad 65.20
Yearly coat per heed fod (cspacity) $ 3.26

Current operating expenses:’
(Feeding 630-pound yesrling for 240 days)

Lebsr coste (3 hours per hesd @ §1.50) 7.50

Miscellansous ceats (gein x 1.10/cwt,)

500 pounds at 1.10/c¢wt. 5,50
Total expense per head fed $16.26
Total daily expense per hesd fed 068

Couuo. lmlm\;-. South Dakotas.

*Hal Routhe and Paul Hasberger, Planning Your Cattle Feeding pm,
Leaflet FM9, Agricultural l.'xt;mun Service, University of ta,
St. Paul ’.' "‘mu’ Octﬁet, 1959,
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Comparison of Various Feeding Alternatives

Frefit prospects from feeding 650-péund good to cheice year.
ling steers for the three altermatives proposed earlier are shown in
Table VI, The cost and retuzrn comparisons were computed by holding
the price of the feeder steexs, feed coats, and market value of the
slaughter steers constant and Comparing the nor-feed costs for the
varicis alternatives,

The non~-feed costs for the cattle fed in the farm feedlot vere
estimated at $22.36 per head. This estimste of overhaad was calculated
from two sourcess (1) the totel apérating expsnse, and (2) interest oa
investment. The wperating expense was estimated st § 1626 per head,
This was computed by multiplying the daily operating expense times the
msber of days in the feedlot. The intersst on investment was cal-
culated at $ par cent on $182 for 8 momths ar §6,10.

An setimate of the non-feed costs for the cattle fed in the
coopevative was $15,30, This cost was byoken down inte four cete.
geries which included yardage, desth loss, interest on investment,
and transportatiom. The yardage chargzes were caleczlated by multiply-
ing 2.7 cents times 240 days, totalivug $6.48, Since members of the
ccoperative stand their own death losses, the vste wvas estimated at
1 per cent for 8 months or §1.22 per head. An additional §1.50 was
added to cover the cost of trsnsporting the cattle to the feedysrd
snd $6.10 was added for interest om investment., The comparison is
shown in Table VI,



In this analysis no advantage was attributed to the cooperative
for savings that ave possible from quantity feed buying. A suxvey of
three feed companies indicated that a saving of 36 a ton could be mde
on quantity buying of mnlm:.u With an estimated use of B00 tons
amnsally, this would mean a saving of $4,800. Also, no allowance was

made for patronage refunds of undivided gain,

TABLE VI. ESTIMATED COSTS AND RETURNS FOR ALTERNATIVE METHODS
OF MARKETING STEERS

Price of feeder steers/cwt. § 28,00 28,00 $ 28,00
Selling price of slaughter steers/cwt, 27.00 27.00
Value of feeder steers 182,00 182,00 182.00
Feed costs®

Cm, §2 . @ 61-05 “060 “:50

Hay, 1,500 1bs. @ $22/ton 16.50 16,50

Supplement, 160 1bs. @ $80/ton 6.40 6,40
Non-feed costs 22.% 15,30
Total costs (including cost of feeder

steer) 281.86 274.%0
Market velue slaughter steer 297.00 297.00
Profit from feeding 15.14 12.20
Total vetuyns (including value of

feeder steer) 182,00 197.14 204,20

byearling steers on full feed 240 days and sold as 1,100-pound choice
and prime slaughter steers. ,

€art Anderson and Leonard Bemning k r%;a k for the
195960 Feeding Season, Ctmlar.lm. s PPe 21= .%ﬁ"nm
State College, Brookings, South Dakota, September, 1959.

“‘rhc aversge savings were calculated from prices quoted by
three feed companies selling feed in South Dakots.
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Summary of Costs and Returms

Feeding the steers in the cooperative feedyard showed an advane
tage of §7,06 per head fed over feeding the cattle in the ferm feedlot,
Both methods showed an advantage over selling the steers as feeders,
Total returns for the 200 steeys from the three altematives were as
follosm: (1) returns from selling the steers as feeders, $36,400;

(1) profits from feeding the steews in the fayrm feedlot plus the value
of the feeder steers, $39,428; and (3) profits from feeding the steers
in the cooperative feedlot plus the value of the feeders, $40,840,

The capital investwment in the farwm feedlot was $65,20 per head
fed a8 compared to $22.80 per head fod in the coopervative feedlot,

The totsl capital inveatsent in feedlot squipment is not only lower
for the cooperative but the transfer of ownership would be much

Nat all of the advantages of a cooperative feedysrd appear to
be in the form of lower feed costs. Other important advantages appear
to be reduced capital investment per animal fed and the oppertunity te
txpand production through specialization. Advancing technology has
provided pressure for increasing the size of the farm and ranch busie-
ness and a cooperative feedyard provides 8 means for expanding the
beef enterprise without the need for greater mamagerial ability
and a large capitel investment in equipment,



CHAPTER V

IMPORTANT ASPECTS OF ORCANIZING A COOFERATIVE
FPEEDYARD

The task of determining the best way to organize a cooperative
feedyard will requi nt of study and plammimg. This
can usually best ba done by small committees. Lerge public meetings
and extensive surveys weuld be quite umproductive, especislly when
considering 5 limited membership cooperative. Mest of the necessary
information for ovganizing can be obtained easily and guietly. Since
a description of the little Muddy Cooperative Feed Yard orgamization
was presented in & preceding chapter, only a few of the more impertant

aspects of orgenization will be presented heres.
Preliminary Planning

Theére are a number of important censiderstions that should ba
taken into account before any comstruction of the feedyard begins.
Among these ave location, drainage, design, and wetey supply. Msny
times these impertant items are overlooked and future expansion i
limited because of it., Probably one of the mest important aspects of
organizing a cooperative feadyard is the allowance of sufficient flexi-
bility for future growth in owder that tha organization can sxpand to
{nclude new members amd to meet the future needs of the present member-
ship. Also, an allowance should be made for the addition of other
factlities as they become féasiblié. In other words, a long-venge plan
should be developed.
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Membership Requirements

Organizers of a cooperative feedlat should give some thought
to membership requirements. It may be most desirable to organize on
a8 limited rather then an spen-membership basis. In any event, certsin
standavds for membership should be estsblished., Ume requirement weuld
ba that sufficient cattle would be provided te fill a pen at the feed-
yard. It would also be desivable to abtain scme sort of assurance of
continued membarship support, Relatively high initial investment would
halp assure contimnued support.

Full utilization of the feedyayd is a problems that sust be dealt
with firmly, If the orviginal size of the yard is tailored to the needs
and capabilities of the membership, it will help to mininmize the prob.
lem of utilization. Yards that are tuilt for anticipated membership

would not appesy to be ecannmically souad.

Alternative Ways of Organizing

The best way to organize & . cooperaive fesdyard will depead to
& large extent an local conditions. Therve is no ons best methed of
osgenizing., Onaly after all of the local poisibilities have bean sur-
veyed can the dest alternative be determined. Thres altarmative plans
for organiging a cooperstive fesdyard ave dascyibad in this study,



1. Part of sn Existing Cooverative

In some cases it might be fessible and advantageous to organize
as part of an existing cooperative. This could be accomplished when
argenized as part of a marketing or feed supply coaperative, Even
though the feedyard would be considersd as a part of tha cooperative,
genevally it is more desirable to organize as & ssparate department,
In all probability, only a limited numbexr of the members would be
using this service at any given time. A policy of membership in a
nev department would need to be establishad, Inasmuch as tha feed.
yard would represent & considerable investment, it weuld not be desir-
able to charge all of the eomatruction costs against the original
sssogiation because of its restricted use by the entive membership.
Record keeping, financing, meanagement, amd the distributiom of refunds
would be simplified under this eystam,

One of the greatest advantages of utilizing existing facilities
is in reducing the total capital outlay. This is especially tyue whan
existing feed preparation facilities can be utilized. One af the
largest items of expeénse in organiting & cooperative fesdyard is the
costs of the feed mill,

There are meny other vequiremsnts of a feedyard that would
complement the services offered by emisting coopervetives. A grain
marketing cooperative could be of much assistance in the procurement
of feed graina. A feed supply cooperative, through expanded sutput,
would be in a good position te serve the feedyard, A markating
cooperative could be utilized in marketing the Finished cattle as
well as assisting in supplying feeder cattle.
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On the other hand, a modeyn feedyard is & highly specialized
operation. Some of the advantages gained by ueilizing existing facl-
lities might be more than offset by the disadvantages, The distance
that the feed mill is from the yard site will be an importent factor.
The problems associated with the preparing of complete rations include
ing silage and hay at o mill located some distance from the yard may
prove to be more of 2 preblem than a solution. Thasme factors must
211 be weighed In dectding the best alternative.

2. Oxgenizing 23 3 New Cooperative
The construction of & completely new feedyard may prove to be

the best altermative. In the long run, this may prove to ba the mest
advantageous even though the initial capital sitlay may be higher,

When a2 new feedyard is construtted, the design and locstion of
the fesd facilities cen be tatleorsd to the specific neads of the feed-
yard, both present snd futuve. It is difficult to design & highly
efficient operstisvm with part of the equipment located some distance
from the feedyaxrd. Alsa, when using a part of an existing facilitcy,
other problems may become gvident, such as a competitive labor sched-
ule in serving both cooperatives. Also, there is always the possi-
bility of conflicting management ideas between the cooperatives.

A new cooperative could still work closely with other coopers~
tives in the procurement of feed ingredients and supplements, Under
this plan the feedyard would be opersted in the interest of the mem-
bers, mot in the interest of another cooperative. Also, as nev tech-
nological efficiencies become available, ths independent association



would be in a more favorable position to take advantage of them With

the facilities constxuctad at the ysrd site.

3. . Incorporsted ngtmghlg“

Although this study is devoted primarily to a cooperstive-type
feedyard, the possibilities of s corpaorate srrangemant should not be
overlooked, Organizing on s Corporate basis vorks especially well
vhen tha organization has limited membership., Whem
the conditions listed above, there is very little difference in the
méthod shosen. A corporate-type arrangement can work especially well
vhen organized on a family or on a small commnity basis.

The tax treatment under an incorporated partnership would be
the same as 8 regular partnevship providing the follewing requirements
vere met: (1) only individuals or estates as stockholders, (2) no
more than ten stockholders, (3) only one class of stock issued,

(4) the corporation’s income fyom remt, royalties, dividends, interest,
and annuities does not exceed 20 per cent. A corporation taxed as a
partnership cannot own land and rent it out if this rent exceeds 20
per cent of the corporstion's gross receipts.

Incorporated multiple owmership affers advantages other than
that of scale of operstion. Among the advantages are limited liadility,

ease of transfer of ownership, and a possible improvement in the

ml..annl P, Loftsgard, FF;; E%Mm Imgm;;gg. Circular
A«321, North Dakota Agricultural Experiment Station, Fargo, North

Dakota, January, 1960,



availadbility of credit. A potential lender may look with faver te
thase features of a business orgamizmation. Also, personal debts and

11abilities of the imdividual sharsholders de not iapair the credit
of the corporation,
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CRAPTER VI

ALTERFATIVE OPERATION POLICIES FOR

COOPERATIVE FEEDYARDS

There are many different operating policies that can be used by
cooperative fesdyards. An atte=pt will be made te paint sut some of
the more important operating policies that can serve as a juide for
planning committess. Most of the pelicies discussed are applicable to
all forms of large-scale feeding operstions including commercisl,

cooperative, or Corporate feedyards.
Operation Coals for & Local Cooperative Feedyard

The operation of a cooperative feedyard should be conducted in
suth & way that it will derive the grestest benefits for its patron
members. It should be apersted so that interested farmers and ranch-
ers can tske advantage of low-cost, large-scale feeding at the sctual
cost of production as oppesed to the price of pradiction paid in a
private yard. The yerd must be operated as a service to the members
and this service must be performed more efficiently then the members

can do it individually.
Management

Prabably the mast importearnt single factor in the suctess of a
cooperative fesidlyard is mansgement. One of the main reasons cooperse

tives fail is because of lack of proper management. The following



CRAPTER VI

ALTERNATIVE OPFERATION POLICIES FOR
COOPERATIVE FEEDYARDS

There are many different operating policies that can be used by
tooperative feedyayds. An attempt will be made to puint sut some of
the more important operating policies that &an serve as a juide for
planning committees. Most of the policies discussed are applicable to
all forms of large-scale feeding operations including commercial,

cooperative, or corporate feedyards.
Operation Coals for & Local Cooperative Feedyard

The operation of a cooperative feedyard should be conducted in
such & way that it will derive the greatest benefits for its patron
members., Lt should be cpersated so that interested farmers and ranche
ers can take advantage of low-cost, larje-scale feeding at the actual
coat of production as opposed to the price of pradiction paid in a
private yard. The yard mist be operated as a service to the mambers
and this service must be performed more efficiently than the members

can do it individually.
Managemant

Frobably the most important single factor in the success aof o
cooperative feedyard is management. One of the main reasons coopera-

tives fail is because of lack of proper mansgement. The following
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table shows the reasoms why cosperstives fail and why menagement is by

far the most important.

TABLE VII. REASONS FOR FAILURE OF COOPERATIVE ASSOCIATIONS

: ST ssseciation

Cause reporting®
Inefficient management 72%
Insufficient working capital 24
Insufficient business 23
Too liberal credit to patrons 17
Voluntary dissolution 12
Dishonest management ]
Acts of providence 6}
Unfair competition 2
Miscellaneous causes 8

Source! Bakken and Schaars, Economics of Coope ;ﬁﬁg. '
MeGraw and Hill Book Company, Inc., New York, & » s P 197,

'"Many associations gave severasl reasons for their cessatisn which
sxplains why the percentage exceeds a total of 100,

The manager sust have & good background in feeds and feeding
a8 wall as being & good businessman, He will have to assume the full
responsibility of the operations of the feedyard. His grestest re-
sponsibility will be ts see that the yard sperates as close to caps-
gity ss pessible and that adeguate feed is on hand at all times., Im
short, the manager will nei#d to heve a good all-arcund understanding
of large-scale cattle feeding.

The manager will be reeponsible for supervising the labor re-
quired to operate the feedyard., Since the feedyard operations are
fontinuous, it vill be mecesssary to set up shifts for the men. A

rule-of«thumb is that seven to eight employess are required to handle
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a 5,000-head daily capacity fuéym.“ In most yards the menager is
elso responsible for keeping the records. Ususlly 1t is advantageous
to have at least a part-time bookkeepey espscially when the lot is
of sufficient size to warrant the additionsl expense.

The level of management cannot be over-emphasized in considere
ing the success of a feedyard. An incentive or 2 bomus program of
some Type may be necessary to attract the kind of menager desiwed,

Pooling or Individual Ownership

An important decision to be made by the members is whether to
operate the yard on an inventory contract basis or to maintein indivie
dual ownership of the cattle. One of the procedures used in e cooper-
ative feedyard is to put each member's cattle in an individual pen
and to keep separate records of feed consumption for each lot, Undew
the inventory contract system the cattle are pooled and no ownership
identity is maintained. An alternative method that may be used is a
combination of the individual ownership and the pooling systems,

Under this system, menbers are given the opportunity to pool their
eattle or have them fed sepsrately.

The early experience of poolimg milk cows or centralized milke
ing systems may serve as a useful guide for famers or groups planning
large-scale feedyards. Cow pools encountered considerable dissatise
faction on the part of the owmers vhen individusl identity of the cows

17?"“’ lo mo’ - 20,
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vas maintained; however, this situation was allesviated when associs-
tions began buying or issuing stock for the value of the cows, This
procedure not only improved membership relations but it also tmproved
the efficiency of their operations,

Although the problems of a cow pool and a feedyard are not the
same, some value can be gained from their experience. The advantages
of operating the feedyard on a pool basis ares (1) need for less
pens, (1) less recerd keeping, (3) easier to group and handle smaller
incoming lots of cattle, (4) esttle can be grouped according to weight,
quality, and grade for marketing, (5) seasonal price variations are
leveled out by continucus yesr-around marketing, and (6) eliminates
tha preblem of under and over-utilizetion of individual pens.

The most difficult part of the inventory system is to develop
a formula that is acceptable to the entire membership. A brief exam-
ple of the inventory contract system is as follows:

Members of tha coaparative deliver their cattle to the feedyard
to be fed. The cattle are serted, graded, and sppraised according to
current market prices. 1If the member agrees to the price, he signs a
contract and the cattle are turned into the lot, He receives either
cash ar & book mmtry for tha value of the cattle. If he refuses the
price, he can ask that the cattle be fed separately.

Members using the inventary basis become eligible for patronage
refunds aftey the cattle have been in the lot a certain length of time,
Refunds are based on net psunds of gain and the mergin above all costs

per pound of gain., Under the pooling system the profit or loss is




caloulated en the entire operation and is referred to as sveraging.
Members are prorvated refunds in diyect proportion to the smount of
business dosie with the cooperative which would be the net pounds of
gain in relation to the pounds of fesder livestock pooled.

The ponling system is complicated by the fact that the guality
of the eattle will vary from one member to the next. Ons of the more
satisfactory weys of handling gquality differences is by afjusting inven-
tory values at the time of entry. A fairly high degree of unifermity
of quality is needed to make the pocling system work effectively. At
any rate, certain minimum quality standayds would nesd to be
established,

Although there are many advantages to he gained by poaling, it
is doubtful that a new association could aperate under this plan be-
Cause of the lack of capital and managerial ability. Since capital would
be the major problem when using the pooling method, this study directs
move . atention towaxrd the imdividual osmership arrangement. However,
as capital reserves build up the association may want to develap a

pooling system in their long-run plamming,
Schedule of Charges

In developing a schedule of charges, several criteria can be
used. Charges mist be set at a level so that income to the ¢coopers-
tive will cover the currvent opevating expenses and build & reserve for
future emergencies, depreciation, and other needs of the yard., This
is an operating pelicy vhith must be determined by the beaxrd of direct-
ors ard the membirs.
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Basically thers ave four main methods of making charges for
cattle being fed in the yard and they ares

(1) Straight tonnaje feed msrkup charged in addition to cost

of the feed,

(2) Daily ysrdage charges plus feed costs.

(3) Charge for pound of gain from entry inta the let until

departure.

(4) Flat daily charge per head fed.

The first two wethods are the most commonly used by commercial
feedlots, One main exception is that meat packere usually insist en
the cost per paund of gain type of agreemant, Most yards tend to use
& uniform systam for all their customers.

The straight tonnage markup probably offers the most promise
for & coyperative f«dyard.w In using this system, it is very impory-
tant to have sadequate equipment for measuring, welghing and mixing the
feed. The general procedure is usually te have the yard prepare a
1ist of variocus rations available ard the price per ton. Tha patren
is then charged for the smount of feed used. Enough markup is added
to each ton of feed to cover the operating expenses and vhatever msr-
gin is considered necessary by the cooperative. Usually the coopera-
tive 1s not in a positicn to offer 8 guaranteed price for feed for

moye than s 30-day peried. 19

18¢harles B. Koch, "Super Sized Feedlots,” [Ihe Ferm querterly,
vol. 12, pp. £0-63, Cincimnati, Chie, %pring, 1937,

19>etienne, lec. cit.



Contracts with Feeders

The cooperative may of may not use written contracts with the
feeders. Sowe commgrcial feedyayds inzist on writtem contracts, or
agreements, but this usually varies considersbly. Some feeders, espe-
clally peckers, insist on contracts that cleerly dufine all the de.
talls of the agreements, When feeders other then members have cattle
fod in the yard, it might be well for the cocepsrative to have a write
ten contract with them.

The matter of written oxr verbal contracts is a problem of local
management, It is very important that there be & complete understand-
ing on the past of the mewmbers regarding their responsibilities and
liabilities to prevent any misunderstandings,

Credit Policies

A cooperative feedyard should not be too libers] with its
credit policies. Practicslly al)l cormexcial feedyards insist upon
prompt payment of feed bills. A definite palicy for colliaeting bills
should be established, such as, the first of the month or every two
weeks. Collecting feed bills promptly shifts the vesponsibility of
providing the operating capital back to the patvens.

Some cooperative feedyards have a policy which allows membars
to sell their surplus feed to the feedyard., They con either draw
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cash for it or gredit it to their aemz.zo This procedure not only
cuts down on the need for extra operating capital but also assists in

the procurement of an adequate feed supply.
Custom Feeding

It may be advisable under certain conditions for a cooperativé
feedyard to do some commeycial feeding, This may be necessary from
time to time in order to maintain satisfactory level of operation,
Since a cooperative yard is operated primarily for its mesbers, only
8 small portion of the business should be expacted fyom commexcial
sources,

In general, there are three classes of customerss ranchers,
meat packers, and speculators. In most areas packers seem to owm the
largest percentage of cattle on feed in commercial yards, Cattle
owned by chain stares ave imcluded in the packer catcgory.n

Polizy for charging customers will have to be established by
the local asssociation. In most cases the charge will be the same far

both members and non-members, but the savings are prorated back to the

sembers in the form of patronage refunds.

m?cliey of the Little Muddy Coapevetive Livestock Feeders
Yards, Bainville, Montana. Information obtained from personal inter-
viev with the wmansgar.

21?:’“. op. !!!c‘ Pe 3.



Death Loss Liability and Infirmary

In most commercial feedyards, the owner of the cattle assumas
all the death losses. This procedure would probably be best for a
cooperative also. This, of course, can be determined by prior agree-
ment between the cooperative and the members. Regardless of the plan
that is used to handle deeth losses, there should be a complete under~
standing so that there is no disagreement among the members.

All commercial feedyards have some program to care for sick
animals. This is usually done by removing the sick animals to an
infirmary pen where they can be treated, Many different methods are
used in handling the cost of caring for sick animals, but the most
common procedure is to charge the owner for the cost of the treatment.
In some yards a veterinarian makes a daily routine inspection of the
pens to detect sick animals. Some commercial and cooperative yards assume
all the veterinarian charges plus the cost of the treatment., The cost
of the treatment in this case is considered as part of the operating

expense. 22

Patronage Refunds

There are a number of wsays that patronage refunds can be handled.
Two methods that may be used would be either on a feed tonnage utiliza-

tion basis or on a dollar volume of businass done with the cooperative.

uPouey used by Tovrea Land and Cattle Company Commercial Feed-
lot, lecated at Phoenix, Arizona.



Either method would be a morve sstisfactory arrangement than to pro=
rate refunds on the muabey of head fed, since there is a vide variae
tion in the size, age, and wveight of the cattle, As in sll coopeva.
tives, the refunds ere ususlly made at the end of the year,



CHAPTER VII
METHODS OF FINANCING A COOPERATIVE FEEDYARD

Aftér the need for a coaperative feédyard has been detarmined
and the decision to build has been mede, the task of financing becomes
the major consideration. Raising adeguste finsnces may be and often
times is one of the limiting factors in organizing newv cooperatives,

In order for a cooparative feedyard ta develop, mich careful planning
and study must be dame so that the beit possible financial structure

be attained. Inadequate financing is one of the major reasons cospera-
tives fail, 8o every possible effort should be mede to avoid financial
difficulties from the outset. Sinie farmers and ranchers aften lack
sdequate knowledge in the ares of organizing and financing cooperatives,
it is imparative they ssek the counasel of persons qualified in this
field for assistance.

Sources of capital for finanting a cooperative feedlat can be
broken dowm into three main categories. The actual financing is like-

ly to be done with eapital from a combinatiom of several scurces,

Sources cof Capital for Organizing New Ceopcnunnn

Members

(1) Individual pstron mesbers-
Non-member investors

(1) Individual investors

23pakken and Schasrs, op. cit., p. 408,
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Loans from sther ageéncies
(1) local banks
(2) Eenk for cooperatives
(3) merchant losns

(4) insurence companies

Mathodas of Obtaining Money from Membership

Mewbership Fees

A cooperative itself ig not in busineas to make a profit of {ts
own but to increase thes profits or reduce the expenses of the individ.
ual members. Since this type of cooperative ia yum by members and
strictly as a service to the mgmbers, it is natural that a major share
of the capital comes from the membership. It is especially true of
this type of venture since the success or failure of the zooperative
is linrked directly to wembership utilization. There ars, of course,
many other methods of financing but none brtter then that of the mem-
bership financisg their own business.

There are three basic argumants why tha mepbarship should
finance their own cooperative feedyard: (1) it encoursges the mambher-
ship to maintain demncratic control of the feedyard operations,

(2) the feedyard wiil be operatad in the interest of the membership,
nat outsida imvestors, and (3) the membership will have a greater respon-

sibility for the success and oparastiun of the association,



A conservative estimate is that the membership should provide a
minimum of 50 per cent of the needed capital through membership nu.“
A relatively high membership fee will also tend te improve the quality

of the membership.

Ssle of Stock

Purchase of stock is & condition for membership in many coopera-
tives. The number af shares and the par value can vary accardimg to
the needs. Par value generally varies from $25 te £100.

The total amasunt which can be sbtained through the sale of capi-
tal stock i small in comparison te vhat is needed. This mathod alone

is tnsufficient to build a large-scsle cooperative feedyaxd.

Funds can also be obtained by borrowing from members. The co-
operatives usually issue certificates of indebtedness which bear
interest. This method offers the greatest possibilities for finant-
ing a new cooperative with limited —bernhip.”

The advantage of certificates of indebtedness is that members
with surplus funds may be willing to invest when they know they will
receive a specified rate of interest on their investment, This method

lay secure fumds which would not be invasted in capital stack.

2%!"““' m’ MO

230ttar Nervik end Robert Gunderson, Financing C__mm_qﬁ.
Bulletin Ne. 434, p. 7, Agricultural Economics Department, South Dakota
State College, Brookings, South Daketa, February, 1954,
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Certificates also take prior claim over capital steck in the event the

business should fail.

As an slternative, some cooperatives sell preferred stock with
a fixed dividend, Preferred stock is equity capital, but the coopera-
tive may have to pay income tax on ths smount paid in dividends. In
contrast, interest on certificates of indebtedness is considared a

business expense.

Deferred Patronage Refunds®®

Cooperatives cam gbtain capital from its members indirectly by
deferring patronsge refunds. Instead of paying patronage refunds in
cash, cooperatives can allocate certificates to the members and hold
them for & period of yesars before making payment. Such dacisions are
usually made by the members at the snmuel meeting. By deing this,
the cooperative can build up its capital reserves to meet the needs
of the business., Under this plan, mewber investment is in direct pro-
portien to the amount of business done with the cooperative.

Although the principle of this method is fairly simple, there
are some problems in its use. OUne problem is whether deferred refunds
are to be considered part of the member's equity or & claim againat the
csoperative. Some cooperatives issue capital stock or stock credit for

deferved vefunds, and if this is done, it is clear that they are member

61b3d., p. 7.




equities, In other cases, there i & question whether to consider the
deferred refunds as equities or liabilities. Sometimes legal clarifi-
cation is necessary.

The defiérred refund may be a good source of oparating capital
for the cooperative, especially to help maintain an adeguate feed

supply.

Revolving Funds

Among methods used in piying off pstronage refunds, use of re-
volving funds has becoms the most common in recent ysars., UWith a re-
volving fund, patronage refunds are held back for a certain number of
years and whan cesh payments are made, the oldest obligations are paid
first. This is one method of maintaining & constant amount of working

capital at all times. This alseo provides a reserve for smergencies.

Advanced Payments

One method that can be used is advanced payménts on cattle
being fed in the yard, This method was used wvhen neaded by the Little
Muddy Cosperative Feeders Yard, This plan may be necessary when apars-
ting capital is low or in the case of emergencies. All members are
not willing, and some srxe not capsable of this type af financial arrange-

went. As a Tesult, this method is not used frequently.
Investments from Nonemembers

Non.members who msy or may not be patrons of the cooperative

will at times invest part of their savings to help finance a
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ceoperative., None-producers of farm products, such as local benkars,
businessmen, professional men, retired farmers, amd other pubdlice
spirited individuals often subscribe to the capital stock of 8 cooperse
tive to help get it utarted inm & community., They consider the asso-
ciation an asset and wish to assist it fimancially i1f tha members
cannot provide sufficient capital.

Hon=meuwbers usually invest or lean meney to a cooperativa in
tivo ways! preferred stock and certificates of indebtedness. Certifi-
cates of indebtadness are widely used. Certificates of indebtedness
hava the same advantages whether they are s0old to members or non-
members. Usually a guaranteed rete of return is put an both preferved
stack and cextificates of indebtedness not to exceed 8 per caémt in

Loans from Other Agencies

Local Banks

Local banks can probably play a more important role im the
financing of @ cooperative feedyard than any other agency. Hany local
bankers are keenly interested in serving a prospering commnity and
are villing to extend credit ts a sound cooparative business wventure.
Lotal banks will be most useful in providing short-term operating
loars and assisting in the negotiating of fa:zility loans., Hanks gen~
erally act as loan correspondents for 1ife insurance companies and

sthay investmant organizations.
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Bank fox Cooperatives

The Omaha Bank for Ceaperatives is in business to make loans
to local cooperatives, Although their policies wery from one type of
business to another, loans can be made up to 60 par cent of the ape
praised value of the property for which the loan is ts be made., This
bank makes basically two types of loans: (1) physical facility leoans
for financing buildings and other physical property, and (2) working

cavital loans to finance current operations,

Joint Account Deslings®’

The financing problema of a local association can be lessensd
to some extend by conducting joint account dealings. Such an arrange~
ment often can be worked out with a sistar cooperative for such items
as feéd supplies and building materials. Although this method has
considerable potential, it also has limitations since loecal ceopera-

tives are in business to serve their members, not other cooperatives,

27pakken and Schaars, op. it., p. 405.
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CHAPTER VIII

ALTERN® WLE TO A
@D

The movement of beef from the producer to the comsumer involives
numeyous physical operatioms snd services before the final product is
in the form, tina, and placa that the consumar wants {t. Ofteéntimes
it involves & trensfer of ownership several times durxing the marketing
process. Tha number of times the beef is bought and sold has a direct
bearing on marketing costs, The modern trend in marketing ie to use
the shortest passible marketing channel in moving food to the consumer,
The problem here is to detemmine how to get the besg ¢rom tha feedyard
to the gonsumars at the lowest cost and in such a way that the benefits
vill acerue to the members,

Many of the efficienciss of large-scale feeding have been point.
ed sut in this study; unfortunately, the marketing phase of many inte-
grated programs is often neglected in faver of production. The prob-
lem here is to determine whether ar not s larger imput of resources in
marketing will result in wmore met return to the members, or whether
the group can do bettery by putting their resources in production and
using the regular market channels.

The advantages of the feedyard being organized on a pooled
basis are particularly evident in the marketing phase., Such advane
tages as beaing able to sort all of the cattle according to weight and

grade and levéling out seasonal price fluctuation by somtimous
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mirketing are the moat important. Marketing on an imdividual basis
would mean the handling of many small loads of cattle which may create
problems asaocisted with selling and transportation. Hewever, pacling

probably might rot be possible for & new sssociation during the first

fev years of oparation because of limited capital amd experience. Thera.

fore, the marketing phase of this study will be directed toward the

individual ovmership arrangement.
Alternative Market Channels

This study considers five market channels that are available
to the oembers of the feedyard: (1) owning their own procsssing plant,
(2) the suction market, (3) selling direct, (4) the terminal market,
and (5) contracts. The diagram of these marketing chennels is shown
in Figure 2.

The movimsnt of cattle through the various channels presents
many problems, The most serijous prodblem would be adequate volume,
especislly for certain channels. Yearly totals can he calculated by
figuring the annual ocutput of the feedyaxrd at 10,000 hesd and estimat-
ing the balance from two additional sources. These two scurces showm
in Figure 2 are: (1) receipts from independent members of the asso-
ciation wha fesd on thair own farmm, but use the cooperative for mare
keting purposes, and (2) divect public purchases when necessary to sate

isfy slaughter plant and market order requirements,
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Processing Plant

One markat outlet open to the cooperative is operating its own
processing plant. Altheugh this system has defimite limitations, at
the same time it presents a great challenge to a local asseciation.
Recent trends in decentralization of the meat-packing industry point
with favor teo this system of marketing., The important economic con-
siderations of this system are that production, procurement, process-
ing, and distribution would be under the same ownership. Complete oY
total integration is possible under this marketing arrangement,

The processing plant would probably of fer the greatest advane
tage to its members if some type of product differentiation were
possible, Since this group produces a homogeneous product, it appears
that conmiderable opportunity exist: in this area. An example of this
might be the development of a meat-type cattle or featuring a brand.

name product,

Analysis of Processing Flant Alternative

To provide a basis for esvaluating this alternative, the manager
of a small processing plant was interviewed.2® This manager was of
the opinion that the two limiting fectors of a cooperative processing
plant would be volume and msnagement. He pointed out that in ayder

for a beef processing plant to be successful, it is almost imperative

28pey Greenley, Plant Manager of the Creenley Packimg Company,
Sioux Falls, South Dakota, Personal Interview, April 16, 1960.
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that the operation be large encugh to eperste under fodaral inapestion,
In the manager's apinion, for a precsssing plant to epevate efficiemcly
under federal inspection it requires 8 iminimum of 40,000 head annuslly.
The menager 21so pointed cut thst a plant could de operated on a much
emaller scale under state inspection., Under state inspection & plant
can be oparsted sfficiently with as few as 15,000 hesd anmually, Wt

he maintained that this wmuld still not be practieal since the sutlet
for the beef would be far too limited,

His view on management wai that it would be extremely difficult
for a local assoeiation to secure a manager capable of operatimg the
plant, It was indicated that merchandising the dressed beef wauld be
the grestest problem, . le pointed ocut that it takes 8 high degree of
ability, considerable time, and perseversnce to get dressed beef seld
at the right price.

A general sssumptiion in the pecking industry is that the by.
products fyom procesning will move than offset the cost of slsughtering
and distribution. Under this sssumption, the edvantages or ssvings
from this altemative would appasy to be reduced costs sssociated with
the marketing of live animals, plus or mimus the prefit or leas from
sliughterinrg., Indications are thst & processing plant would be feasi-
Ble 1f: (1) enough additional cattle could be obtained from independent
members to provide adeguate volume to operate undey federal inspection,
(2) enough capital could be obtained to previde adequate facilities,
and (3) the level of mansgement cepable af opereting the plant could
be obtained,




In summary, it would appear that the input of resources required
for this alternative would be too great for an operation of this sire.
Also, attempting to tie a processing plant to a feedyard where indivi-
daal ownership is maintained would present many problems, Then, too,
arganization under state inspection alone does not seem to bs the

answver.

Selling by Auction

Another marketing alternative available to the cooperative is
to develop an auction market outlet. Auction markets are fast becom=
ing an important market channel for cattle in South Dakota, Feeder
cattle sales still dominate the suction markets; however, some ine
crease has been shown in slsughter cattle sales in recent years. Hare
keting of fat cattle through suctions has more than doubled sintce
19460, but for all practical purposes still is of minor imruncc.”

Brunk and Darrah sxplain that the present livestock marketing
systems are changing and they point cut that suctions as a means of
selling livestock have grown rapidly since the 1930's as farmers,
ranchers, and feeders began selling nearer the peint of production to

reduce marketing costs. Accoxding to these authsrs, buyers also find

29 i
Richard R, Newberg, Lﬁv!!mk &gﬁotgm int th Centyal
Region, Regional Publication s Pe 25, Ohio Agricultural Experiment
Station, Wooster, Ohio, December, 1959.
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auctions an efficient way of assembling livestock that would otherwise

be sold by individual farmers and fudorl.so

Developing an Auction Market Outlet

The best way to organize or develop an aucticn outlet will deptmd
to a large extent an local conditions. There aprear to be two altere
native suction methods available: (1) the use of the facilities of an
existing auction, or (2) the construction of the association'’s own
fuction facilities,

The decision as to which of the two alternatives to use will
depend to a great extent on the location of existing facilities.
Attempting to utilize an suction market many miles from the yard would
tind to defeat the purpcse of the progrem, since marketing close to
vhere the cattle are fed is moat economical.

An argument in favor of the association’s building its own
auction is that the physical plant would be built to the precise needs
of the feedyard. Adjoining alleys and holding pens would minimize the
physical movemeat of livestock, If a local association should decide
to build 1ts own suction, it would seem advisable to set it up &s a
separate department even though it is cousidered & part of the coopsv2-
tive. This would not only provide & nsutrsl merketing agency, but it

would give grester flexibility to the marketing program. This

30y, £, Brunk and L. B, Darrah, 'ﬁﬁ"“” Agricultursl Products,

ps 27, Ronald Press Company, New York,
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flexibility would be especially important if the asuction were built te
serve more than just the members of the l!u_lyurd.

In certain commnities where adequate marketing facilities are
lacking, the constyuction of 2 cooperative suction market would have
considerable potential. The suction market im this case would be com-
stracted to serve the gemersl public as well as the feedyard. C. G.
Randell states that during the past three years new suctiom facilities
have been started by cooperatives in Wismconsin, Indians, OChio, Miasourt,
and California. In the areas where those facilities were built, farm=
ers and feeders had indicated an interest in this type of marketing
outlet and were willing to finance it, Randell indicates that in the
decade shead more new auctions will be built by the farmers themselves,3!

€. T. Sanders pointed out that smn suction company at Dodge City,
Kansas, has insugurated a fat cattle sale day once a week teo serve the
commercial and private feedlots in that area, According to Hunter,
thay have built buysr confidence by having & large supply of fat cattle
on hand each sale,3?

Analyeis of the Auction System
It appears that the main obstacle of the association®s owning

its own suction would be adequate volume, If regular fat cattle

3¢, G. Randell, loc. git., p. 10

32C. T+ Hunter, Executive Secretary of the National Assocliation
of Livestock Auction Markets, Kansas City, Misseuri. Informstion
obtained in a lettér relative to the McKennely-Winter Commission Come
pany at Dodge City, Kansas.
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sales ave to be held weekly, sufficiont volume is needed to attyact and
maintain buyer confidence. A feedlot of this size probably would not
be large enough to meintain and operate a publie suction market, rog.
istered and bonded under the Packers and Stockyards Act,

Another obstacle to the auction system is changing the buyer's
mttitude towayd the suction method of buying fat cattle., One fak
ecattle buyer was interviewed relative to this problem, He pointed out
that it would take time to tyein buyers in this method of buying, His
mEin argument was that it does not sllow the buyer sufficient time to
appraise, sort, and handle the cattle; therefore, there may be a tend.
ency to underbid the twue value of the cattle.>>

The main adventages of the auction altemative if constyucted
in conjunction with the feedyard avet (1) greater convenience in mare
Reting, (2) reduced tramsportation costs, (3) reduced shipping risks,
(4) facilitate sales of omy size lots, (35) producer could protect hime
self by rejecting bids, (6) the possibility of veduced shrinkage,

(?) prompt cash payments, and (8) provide for competitive bidding
amonz the buyers.

It would appear that the auction market outlet would be possible
i1f the follovwing conditions could be mets (1) if enocuph eattle could be
obtained from independent members to provide an adequate and uniform
volume, (2) 1f the suction were built to serve the general public as

”mun Williams, Cattle Buyer, Creenley Pecking Company,
Sioux Falls, Scuth Dakota, Personal Interview, April 16, 19260,




well as the feedyavrd, or (3) 1f the fecilities of an existing auction
were available and suitable.

Selling Direct

A large feedyard such as this would, of course, attract many
buyers., In states where large commercial feedyarxds ave located, Stude
ies show that packer buyers visit the yards daily and weekly in am
effort to buy cattle, Such large feedyards actuslly become markets
in themselves and develop packer contacts which are advantageous. The
yard manager attempts to keep each owner posted as to packer bids and
= assist owners with their marheting decisions, /A8 a
result, divect merketing has become & major outlet for larse fecdyarda.

Many authorities fesl the -n direct merketing has
comi about mainly becsuse of improved cemmunications, Shepherd points
aut that an exgument which assumes that competition exists only 'vhere
several buyers are physically present is misleading, becsuse competi-
tion is not vestricted to those who are physically present. He min-
tains that radio, telephone snd mgws reports mske the presence of other
buyers felt even though they are not physically present when the pro-
ducer is dealing with ome buyer en his faym.

Most packers give sellers the option of a2 live bid or selling
by carcass weight and grade. Although this system has merit, 1t is

34ceottrey 5. Shepherd, Me Faxe Products, Third Editien
1985, p. 19, Town State Collees Presh, Aues, Tovee ’



seldom used, Cattle of inferior quality and lov dressing percemtage
would, of coursc, be eowected ta fare less well than |f seld as live
anjoels. In duying en live-weight basis, buyers have a temlency to
upgrade inferios cattle and downgrade emeeptional quality.3d

Anglysis of Pivect Maxketing
Selling cattle divect would offer many advantages to the members

of the cooperative, Some of the adventages of selling direct, which
would actually mean & saving vhen compayed ta shipping to market, awes
(1) less cesh marketing expense, (2) greater » (3) the
possibility of reduced shrimkags, (4) reduced shipping risks, end

(5) the possibility of reducing the hazard of price change while en-

Although it 1s mot possible to detarmine the mmect net retuns,
it would appear thot this alteynstive offers the grestest potemtial
as a market cutlet, There are basically two vessons for this assump-
ttont (1) the tnput of yesources in morketing would be small, and (2)
since there is 2 large concentration of cattle, the feedysard would tend

to serve as its own merket,
The Terminal Market

The terminal mariket 1s by far the wost japortmk single outlet
for fat c¢attle im South Dakota. Ia 1937, 73 per cent of the fat gatcle

”’Mt. ap. m.. Pe 62,



were marketed through the terminal markets,® This same marketing pat-
tern is fonsistent througheut the corn belt states, According to s
rejional study conducted im 13 north central states, 70 per cent of the
cattle fed were sald through the terminal markets, 37

This is in direct contrast to seven western states where the
trend has been toward large-scale feeding. In this area the majority
of the cattle are sold direct. In California, for exsmple, 92 per
cent of the cattle move directly to the packer. This figure includes
cattle in feedyards owned by the packer as well as cattle that are be-

ing fed under c:om:uc:t:.:’8

Analysis of the Terminal Marketing System

The terminal market has long been a dependable cutlet for fat
cattle. The terminal is a merket madeé up af buyers of all types;
consequently, the competition fasr livestock is keen. Federal-state
livestock market news makes this market a valuable assat vhather tha
seller uses it or not. Commission companies and stockyards people
maintain that sellers lose their competitive position when they sell
divect.

Some of the disadvantages of using the terminal market are:

(1) edditional marketing charges, (2) the possibility of additional

H‘lnth Dakota Crop sand Livestock Reporting Service, Sioux
Falls, South Dakota, information obtained im a letter February 24,
1960.

Myevberg, op. git.s p. 24.

SHS“tt. bp. ﬂso’ p. 63,



shrinkage, (3) risk of loss in tramnsit, (4) Incomvenience of markete
ing, and (3) once ths cattle are on the market, it is very difficult
to reject a bid.

Commiission companies maintain that the additional marketing
costs are maore than offset in the form of higher prices amd fill. The
only fair way to evaluate the terminal merket is to compare the bide
in the fesdyard sgainst the price at the terminal minus transportation,
shrink, and commission charges, Even then it is impossible to know

what the sxact net returns will be fyom the various alternatives.
Selling by Contract

S¢lling by comtyact offers some advantage to sellers especially
in times of falling prices. On the other hand, in times of rising
prices packers attempt to increase the amount of contracting of fed
cattle in advance to insure a uniform supply. A regional study made
in nine western states showed that 12 per cent of the cattle on feed
were contracted for by the packer in asdvance of sale. Effective owne
ership of cattle in feedlots by packers imeluded 28 per cent in packer-
owned or commercial feedlots plus 12 per cent contracted for in ad-
vance, making a total of 40 per cent,3? According to this study, ad-
vance sales were on the imtrease in that area, althsugh they were

still relatively unimpartant,

B1vad., p. 60.
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Recently one of the leading mail order housss announced that it
would be selling frozen meat at a year-arsund guaranteed price, This
means that {f the retsil price is going to be held constant at a com-
petitive level, then the price for live animals will also have to be
known in advance., Shsuld this system of selling beef become more widely
used, then contracts for fed beef are likely to increase,

There are many different kinds of contracts savailabla, Easch
packer has the type of contract that suits his owm particular needs,
The highest percentage of the cattle is contracted for two weeks or
more in advance of marketing. Scott commented that contracts were used
by west coast packers to regulate the flow of cattle to market and to

help stabilize their ap-num,“o

Analysis of the Contyact Method

Very little contracting of fed cattle is done in South Dekotag
however, it appears that contracts may become more important in the
future. This may in pert be dus to integration and the desire on the
part of the packers to stabilize their oparations and level out saa-
sonal price changes. Scott feels that mors study is nesded on contract
buying and selling of cattle in vegard to its effect om price
mvmmt.u

The advantages of contract selling appear to ba: (1) a hedge

against lover future prices, and (2) improved credit rating. These

“rpie., p. 62
kl‘.‘!!o. Pe 5’.



sdvantages mey be offset to ssae extent by the fsct that the packer
may have superior knowledge at to future trvends in liveatock prices,

&7
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CHAPTER IX
AND s

During the next ten to twenty years more integrated agtivities
in livestock production can ba expacted, Thiz appears to be the result
of tethnical progress amd scientific sdvancemsnt in agriculture. lore
such technical developmenis ave likely to come in livestock feeding
and gutamation. Larger feeding operastions will be in a more favorable
position to take advantage of this advancement as new technology be-
comes available. The optimum combination of feed stuffs, squipment,
and labor will be necemsary for Seuth Dekota feeders to compete with
asthar livestock feeding aress.

Seldom do econamic sdvantsges come without same costs. Aleng
with the possible advantages of large-scale feeding, some problems mey
arise, Where the traditional managerial functions of the farmer are
transferred to amother party, the decisions made may result in conflicts
of interest. If a cooperative feedyard is to be successful, {ts mem=
bership must be made up of persons who are willing to cooperate.

The results of this study shawed that s large-scale coopera.
tive feedyard has s definite cost sdvantage over & smsll farm feedlot.
This cost advantsge was due primarily to greater utilizatiasm of facil-
ities, equipment, and labor. The relationship between scale snd gost
vas evident {n sach phase of the fesding operstion. Daily non-feed
costs were found to vary imversaly vith the mumber of head fed. The
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cost differentials in this study appearad to be of adequate magnitude
to justify feeding cattle in a large-stale cooperative feedyard. It

is important that the yard be of sufficient size to produte the returns
to scale that is normally assoclated with large-scale feeding, There
is less risk of becoming too large than too small} howevaer, it 18 im.
portant that the building plans do mot exceed the capabilities of the
membership. The success of a ceapeviative feedyard rests on the full
utilization of the yard facilitiss by the membership,

There are several potential marketing outlets available to
large~-scale feeding operetions. The advantages and disadvantages of
several alternatives were discussed in this study. Eash of the alter-
natives has certain merits and at the same tine esch has certain limi-
tations. In sttempting to mike a decisisn as to which alternative to
use on the dbasis of ecomomic principle, the following factors must be
considered: (1) input of resources in marketing, (2) level of minage~
ment required, {(3) convenience of miarketing, and (4) net return to the
mexbers.

Thare seems to be consideradle adventage in marketing if the
yazd is organized on a pooled rather than individual ownership basis.
Contimuous ownidrship Creates many problems snd sliminstes some af the
advantages of a large~scale feeding operation. Being sble te sort all
of the cattle according te grade, weight, guality, and year-ayound msre
keting to eliminate seasonal price variations seem to be the most im-

portant advantages.




The movement of beef from the producer to the consumer imvolves
mumersas physical operations calling for diverse skills. In some
instances the skills required for these operations exceed the ability
of the producers., Cartain outlets are limited to the extent of the
minagerial ability that can be gbtained by the coopemative. Under
these circumstences, it may be advisable for the membexs of the coopara-
tive to use the pressnt marksting channela vathar than to attempt their
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