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SUGGESTED ALTERMATIVES

Feeding lightweight h=ifers in the South Texas trade area was
very competitive on feed conversion and competitive on cost of gain
compared with feeding larger heifers in the Texas Fanhandle. Yet,
widespread industry congern was expresced regarding the future
competitiveness of lightweight heifer fesding in South Texas.

Suggested alternatives that emerged from this industrvy survey were:

1. Feed heifers to heavier slaughter weights due to prospects (1983)
5f cheaper feed and demand for carcasses that will fit into boxed
heet trade

a} Furchase heavier feedsr helifers

H) Sort cattle by putcome potential
icritical to identify heifers with
ability to gain)

c) Attempt to grow those helfers with
more outcome potential for short
intervals {(30-50 days! before finishing

d) Furchase and feed some steers suitable
for boved beef trade to spread risk

e} Emphasirzre improved feeding
efficiency of all cattle

=, Fromote lightweight, grain-finished heifer beef. ey on ount-
formity, leanness and value {(cost per =erving?) in merchandising.
2) Target on mid-— to low—income groups
b Consider markelt associstion to work
with or withcout packer, wholesaler
or retailer {cu=ztom processing)
¢} Organize sxport trade to Mexico (key on tourist
markets and plarn beyond the current financial
crises’.

hol

Adnticipate higher feeder cattie prices due to lower feed grain
nrices for the next vear.

a) Euxplore the potential for backgrounding and back-
grounding contracts with Fanhandle tesders.

4. Forward contracting for specific carcass grade and weight could
sassist with market cutliets and reduce risk of producing a carcass
af lower demand. The price may be set by a pre-arranged formula
tied to Temxas Fanhandle Choice steers.

While sach of these alternatives is considered to hold promise,
the industry must reccognize that lightweight feeder heifers will
cantinue to be available and that they will continue to contribute to
the U.5. heet supply 1n some @anner. it may well be that continued
emphaste upen efficient preduction of lightweight heifers i1n 5outh
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emphasis upon efficient production of lightweight heifers in South
Terxas, combined with innovative marketing, is the preferred alterna-
native. The large discounts for lighter carcasses in 1782 waszs not
confined to South Texas. This appears to be a temporary market
distortion that low-priced corn will likely change.
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INTRODUCTION

Cattle feeders from the South Texas region expressed concern for
the future of their industry to the Director of the Texas Agricultural
Experiment Station during the summer of 1982. Subsequent discussions
with individual scientists and Texas Cattle Feeders Association staff
resulted in establishment of a3 research survey team to offer possible
alterrnatives to present beef production—marketing systems.

The South Texas cattle fesding-marketing system has evolved 1nto
2 unigue position. Compared to the cattle feeding industry 1n the
Texas FPanhandle, South Texas cattle feeding is characterized by
smaller feedlots that feed mostly lightweight helters. These heifers
are often those calwves not suited for breeding herds or not desirable
far development to heavier weights. The feedlcts in South Texas tend
tn have less extensive feed milling capabilities and they must compete
far fezed grains closer to export markets, which traditionally
increasses the price of grains. The South Texas fed-cattle market
partially replaced the =laughter calf market because a less seasocnal
and more uniterm supply of beefd could be offersd to processors,
gigtributors and consumer=. Some socig-economic factors, among
others, wers also thought to be linked to the success of feeding
lightweight heifers 1n Bouih Texas.

The immediate concern of South Tesxas catile fesders centered on
their ability to compete on the wholesszsle and retail besef markets,
esoecially sincs other segments of the industry may have heen more
successful in adapting to alternative distribution technigues,

ORIJECTIVES OF THID STUDY WERE:

I. To establish the current profile of the Saouth Texas cattle
fepding-marketing systems.

II1. T determine if wholesale-retzil demand for carcass best from
lightweight heifers has changed or will change.
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I11. To identity appropriate alternatives to establish a more com-—
petitive Scuth Texas cattle feeding-marketing system.

FROCEDURE

Survey documents used in acouiring the necessary input data for
this study are given in the Appendix {(Fage 22). tach survey was
managed differently which 1s explained belogw. in all cases, survey
data were compiled intc a form appropriate for purposes of interpreta-
tion. Most survey data were obtained during August and September,
1982.

Feedlot and Cattle Ferformance - Rations-Feedlot Management

The interfirm comparison program (INDEX), managed by the Texas
Cattle Feeders fAssocistion, was utilized to solicit data from 23
feedlots located South and East of San Angelo. Most feedlots
contacted were in the San Antonio trade area. These data forms
{Appendix Table A) were mailed with instructions to sach feedlot and
returned to the Texas Cattle Feeders Association and then transferred
to Texas ARM University for analyses of cattle performance. These
data were compared to similar INDEX cattle performance data from the
Texazs Farnhandle region.

fidditioral feedlot survey data were obtained by mail to establish
tvoe and origin of cattle fed, cattle purchasing and selling
technigues, source and type of feed ingredients fed and other related
management procedures (fppendix Table BY. The same 23T feedlots were
contacted for input data as previously indicated.

Meat Facker Survey

On-site visits and telephone calls were used to obtain survey
data from 14 slaughter plants identified itn the Scuth Texas trade area
{Appendix Table C) to determine managerial and operational character—
igtics o¥ this phase of the beet industry. Operations at Abilene,
Dalla=s and Houston were included in addition to traditional South
Texas locations.

Retairl Bestd Industry Survey
Frevigus and present purchasing habits by service wholesalers and

retarliers were considered important in determining meat purchasing
trends and estimating the futwe demand for lightweight heifer beef.



Twenty—three wholesale and retail buyers. representing 1,121 super-
markets. were interviewed by telephone or personal visit about the
tvpe of beef they nurchase today versus two vears ago. The firms
interviewed operated supermarkets 1n Nallas, the "Hill Country", the
Texas Gulf Coast and the Rio Grande Vallesy. Maijor trade areas of
their supermarkets included Houstor, Dallas., Beaumont-FPort Arihur,
Adustin, San Antonio, Corpus Christi, Brownsville, McAllen and l.aredo.
Table i, showse the number of supermarkets owned or serviced by the
chainas, independents and regional wholesalers surveved for this studs



(n

Table 1. Survey Sample of Bupermarket Chains, Independents
and Feqional Wholesalers for Beef Purchasing Fatterns. September 1992,

ITEM CHAINS  INDEFENDENTS  WHOLESALERSZ' TOTAL
Mumber
interviewed 13 7 A 23

Supermarkets
oemned or
supplied 578 28 495 1121

Wholesalers supplisd beet to independent food stores and some
small chains. 5Some of these food stores made other arrangements for
calt or lightweight heifer beef.

A brief guestionnaire (Appendix Table D) was prepared and an
attenpt wss made to contact the retailers that accounted for most of
the sales in the trade areas of Fort Arthur, Beaumont, Houston, Corpus
Christi and San ARntonice. Al of the chains and a sampling of the
rndependents were contacted. Three regional =ervice wholesalers were
contacted that supplied besfd to independents and cooperative chains.
& Dallas chain was also contacted because 1t was known to handle
lightwelight heifer beef. Only ocne of the regional wholesalers
suppliged lightweight herfer beef to 1ts customers; the pther two
oftered boxed heavy besf. In the case of the two not offering such
beef, thesy explained that some of their customers purchased calf and
lightweight heifer beef on their pwn, Because of the short time
invclved, only a judgment sampling procedure, rather than a
probability sample, was ussd.



Recsults and Discussion

Steer performance was generally less desirable in Jouth Texas
than in the Texas Fanhandle {(Table Z, Figure 1. an sxcepltion was
daily gain for South Texas steers fed whole shelled carn. This small
sample (3 feedlets) was characterized by steers with heavier initial
werghts, 21 fewsr days on—feed resulting in 38 pounds lesss net gain
rhan Farhandle =teers. Cost of gain favored Fanhandle steers by $35 to
10 per hundredweight of gain. in contrast to steers, South Texas
heifer cost of gain was less than Fanhandle heirfers. Feed and
mealth costs were hoth highest in Seouth Texas. fpparently, the
favorable South Texas heifer cost of gain resulted from feeding
Feifers with a lower maintenance reguirement since 1nitial and final
weights were considerably less than for heifers ted in the Fanhandle.
Morthly wvariation in cost of gain was greater for stesrs and heifers
fed in Scuth Texas compared to the Farnhsndie. Many factors, incliuding
the relatively small South Texas sample, could influence thig outcome.
Overall, the Scuth Texas cattle feeding 1ndustry has remalned
competitive on cost af livewsight gain by feeding higher—cost feeds to
lighter-weight cattle. especially the lightweight heifer.,

“eegding and Marketing Fractices, 1980-81 Survey
A zample survey of feedlots was conducted in the summer of 1981
by the Department of Agricultural Economics to develop basic data
concerning feedlot management practices and data to estimate cost and
pcornomics to size. The 1980-81 survey showed B82.4& porcent of cattle
fod in Seuth Texas were heifers compared to 46.5% percent for the State
of Texae (Table 3). A larger percentage of small-frame cattle (19.3)
were fed in Sowuth Texas than in any other region of the Shate. in
additicn, a smaller propartion of No. 1| muscled fepders werse fed than
in other regions. Monthly distribution of placements ot feeders was
auite uniform being between seven and Nine perocent for sach month
during the twelve months ending June 30, 1%81.
Cattle placed on feed were mostly heifers between 300-300 pounds
5 percent compared to 25.2 for the State) and Brahman crosses (41
sercent compared to 34.4 fgr the state). These herfers were fed 120 to
145 davs 70 percent: and £2.6 percent were marketed at liveweights of
HO0-300 pounds.  Heifers marketed st BOG-1000 pounds sccounted for 19
: cattlie, whereas, for Texasz this group was 30,35 gercent
rzrtle marketed. U.5.D0.A. Good grads accounted for S5é

al fed beef marketed in Sounh Texas witle bthis category
az oriiy Zo.4 percent for the State.

Cost of gain o irn Bouth Teras averaged S56 dollars per owb. for atl
cattle fod, whereas, it was & dollars for the Stats average. The
B ghier cost +ar the state average may be 1ntlusnceg by hzavier cattle
and higher average grade (Table 35, Dats i Takle I 15 a rancom sample
with a higher pregortion of lightweight feeder cattle than may
Tl by . The 190i1-82 IKDEY data (greviously discussed)
tatewide trend obssrved the previnus yvear. A compari=on

charges indicated a total chargs for feed and
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Table 3. COMPARISON OF SQUTH TEXAS (Gulf Coast and Rio Grande
Plains) CATTLE FEEDING AND MARKETING PRACTICES TO TIE
STATE AVERAGE, 7-1-80 to 6-30-81°
Ttem South Texas Total Texas

(percent of total cattle fed)

Kind of cattle placed on feed

English and English Crosses 7.
Brahman and Brahman (Crosses 61.

P

Weight of heifers placed on feed

50.8
34.4

Under 400 pounds 39.8 9.5

400-499 pounds 34.1 14,7

500-599 pounds 6.9 13.8
Small-frame feeder cattle 19.3 6.3
Heifers placed on feed 82.6 46.5
Heifers fed less than 120 days 5.7 5.0
Heifers fed 120-149 days 70.1 29.3
Heifers fed 150 days or more 6.8 12.0
Death loss of cattle on feed 2.1 1.5
Weight of heifers marketed

§00-699 pounds 21.2 3.6

700-799 pounds 41 .4 9.6

800-89% pounds 4.1 10.5

900-999 pounds 5.1 20.1
Grade of fed heifers marketed

USDA Choice 21.7 21

USDA Good 55.9 20.5

(Dollars)

Total feeding cost per pound of gain 0.56 0.60
Feed cost per pound of gain 0.4031 0.4360
Fixed cost per pound of gain 0.0379 0.0333
source: Thomas, Peter, R.A. Dietrich and D. E. Farris, unpublished

manuscript. Dept. of Agri. Econ. TAMUS.

These estimates differ from those in Table 2 probably because they
are a vear earlier and because they include more small feedlots and

more lichtwelght cattle.

All data sets do not add to 100%

observations were not included.

since

some



management six percent higher in Seuth Texas than in the
Fanhandle—-Flains auea in 1981. Ration ingredients varied, but grain
costs were consistent with ration cost. Seorghum grain was the ilesading
fepdstutfd in South Texas and averaged $45.47 per cwi, whereas, Corn was
the ieading feed ingredient in the Fanhandle-Flains at a cost of $6.468
per owt. This relatively higher feed cost in South Texas along with
disrounts for feeder heifere is the cost bazmis for Douth Texas
specializing in lightweight heifers rather than heavy- weight steers.
Thair incentive is to sconomize on grain and utilize more of the lower
sost input—feeder heifers of the middle and lower grades.

I

The 1981-8%2 Mail Durvey

— T,

(/-Lrtﬁeﬁjuuuth Texas feedlot operators completed a guestionnaire
s Sebigdhﬁrf‘.ng- The profile of these feedlot operations from July
i, 1981 to June 30, 1982 shows them feeding &0 percent Brahman and
Erahman crosses, 18 percent Enplish and English crosses and ten
rercent Santa Gertrudis and Santa Bertrudis crosses (Table 4). In
line with the survey, these feseders were 81 percent heilfers, ten
sercent steers and eight percent bulls. Feeders stated they preferred

men Sipes averaging 163 hesd. and ranging from 160 to 220 head. Eight
per cent bulls being fed were reportsd in the 1981-82 survey, vihereas,
rone were reported in the 178081 survey. Fart of this i= a
diffarence in fteesdlots reporting (Table Zi. Most of the +eeder cattle
fzd in Spouith Texas originated in areas of Texas south of the Texas
Fanhandle. The main socurce of cut-af-state feedsr catile was 27.5
percent of the English and English or gz which came from Loulsiana
Fast i iZ? percent of the Brabman and

El HI

os
to Fiorida. This ares alsoc provide
Brahman CrosSsec.

The average cost of milo was $5.24 oer cwib., wheat
was BbH. 00 and corn owas $35.78 {Table &) . Cost of +esder cattle loans
zveraged 16.5 percent while the cost of fged loans averagsd 15,7
- ‘

DErCent .
One-time fesdlot capacity averaged 13,857 with & range of 3000 to
D00 head. Average sizs of feedlicot iz skewed upeard since seven of
tezdlots had & one-time capacity of 123S than 10,000 head and six
itese bhan 20,000 hesad. Total cattl 1=c on f@sd averaged
271 in 1981-87 and 17,371 per 1zt in £ .

reet frpm the

iiling about BE%
he remalnder sold
cackers

zize and type of iots
firms repcrted having
miliipn, Zne had a

LSRN Ll T Eight had a hay
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grinder or buster, and seven had steam flakers, one a micronizer, two
had rallers and six had whole-—grain miuing eguipment. Additiocnal
data +rom this survey are presented in Appendix tables £ to K.

These 1980-21-82 =urvevs i1ndicate seversl trends of interest
relative to cattle and feedlot management. LOSSes wWers COMRON among
cattle feeders nationwide in 19891, but feeders of Choice grade and
heavier cattie generally had goog profits most of the nine months
prior to September, 1782. Lighter weights and lower grades had
unusual discounts compared to heavier welghts and to Choice cattle in
the summer of 1982. This was a clear signal ot the relative shortage
of heavier weight and USDA Choice beef. While these differences exist,
it 1s clmar that Scouth Texas feeders may proftit from carrving their
heifers to heavier weighits. With lower—cost grain in prospect for the
mext vear, there will be a strong incentive to increase the length of
time on grain feed in as much as this is binlogically possible. This
mav not be a viable alternative for the bulk of the cattle (804
heifers of which &0% arse Brahman—type) fed in South Texas. This
incentive will likely hold for cattle fteesders throughout the U.S5.;
therefore, the general level of fed beef prices will likely be down
arng the differential between lightweight heifers and heifers of
heavier weights should decline relative to the first nine months of
1782, '

Degpite the grain and cattle market fluctuations, the trend
toward more boxed beef should reward feeding heifers to heavier
average weights in South Texas. Fackers would then likely use the top
end of their zattle for boxxed beef and deliver the remainder in
carcass form. Sorting catile, based upon potential outcome, may bhe a
mearns of accomplishing this goal.

Mest Facksr Survey

In an effort to determine the demand and end-use of lightwe:rght
heifers, a survevy was made of all of the packers in the state of Texas
that killed substantial guantities of these heiters. O0OFf the 14
packers contacted, 12 responded and provided information about their
ptilization of lightweight heiters, A summarization of the responses
and comments made by the packers is provided in Appendix Table E.

Thizs material is self-explanatory or descriptive in nature and does
not warrant further discussioni however, there are several broad areas
ot interest to cattle feedsrs that should be addressed 1n this section
to better demonstrate the problems that have arisen in the lightweight
heifer market during the last several years.

The single factor for the apparent lessened demand for
lightweight heifsrs mentioned most often by the packers was the fact
tHat bhosed beef had taken away a portion of the market that had
eriginally bkeen +or lightweight heitfers. The advantages of boved beef
over carcass beef for the retailer is that 1t 1= much easier to
handle, less-skilled meat cutters can be uvtilized, 1t allows the
retailer flewibility in purchasing selected primal or subprimal cuts
that may be better "movers" in their particular store, and the



maintenante of product quality can be better accomplished with the use
of boxed beet rather than carcass beef. Because ot these advantages,
spveral retailers have adopted boxed beef in their stores and have
greatly decreased their demand for lightweight heifer beef.
Unfortunatelv for those who feed lightweight heifers, as the shift is
being made from carcass beef to boxed beet, the lightweight heifer 1s
being replaced with steers or heifers that produce substantially
heavier Carcasses.

Snother apparent trend 1n what meat packers are doing differently
is that several packers have changed the tvpe of the cattle they are
slaughtering. Some packers have decreased therr utilization of iight-
weight heifers and are now slaughtering cattle of heavier weights., In
additicn, several packers have increased their throughput and are
slaughtering more cattle than in the past. The move to heavier beet
i= being made because many costs associated with the sl aughter of an
arnimal {(facilities, equipment., labor, etc.) are cansidered to be
constant and thus when the meight of an animal i1s included in the
enquation, the cost teo slaughter, fabricate, box, etc., will be less,
per pound, for cattle that produce 700-pound carcasses than for cattlie
th pruduﬁe 200 —~pound Carcasses This should not be taken to mean
tha there will not be a demand by packers +or lightweight heitfers but

b the slaughter and fabrication costs will likely alwaya favor the
urticn of heavier carcasses in thelr slaughter operations.

o
ol

4

[
ot ot

i

o
3¢ particular interest in this survey was the apparent sharp
increass in the purchase of lightweight heifer carcasses from the
major, large-scals bored beef packers by the traditicnal users of
fightweight heifers (packers, retailers, distributors, etc.). These
rarcasses are actually being producsd by the cattle +teeding industry
in the Fanhandle region: these cattle are the lightest weight heifers
in & lot and, when slaughtered, they may not fit the general weight
requisrements necessary for the boxed beet trade. Most large pachkers
o how bheed have a minimum carcass weight reguirement for their
croaram of 550 pounds. Therefore, when large lots of heifers are +ed
ant slaughtered, there usuwally will be several head that do not it
the minimom weight requirement for the packer. in the course of
sever al days. there will be a significant accumulation of such

i¥ spn, carload lot guantities are placed on the market at
rice reductions when compared to the break—-even costs
th the procurement and slaughter of live heifers from
(lne packer stated that "I can purchase & carload of
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-t of the exact weilght, guality arnd vield grade, free of
Hruiemes, fat-pulls, dark-cutters, condemnations. sio., and the
proolems assszecilated with unacceptable guality and yield grades.” This
statenent. above all. summarizes the fs=eling that many packers have
foward the apnsrent advantages of purchasing tightweight carcasses
from ppalor hest packers.

T ronclus:on, several factors have nfluencsd the apparent
Sered dﬁmand for lightweight heifers in South Texas. Frobably the
r associated with the decreased demand for lightweight
sses is the significant impact that boved beef is having

I‘l L“l



Table 4. Breeds of Feeder Cattle Fed in South Texas

Sample Mait
Breed of Cattle survey Survey
1980-81 1981-82
mmmmmm Percent - — — — = = ——
English Breeds and English
Crosses 27.2 i8.1
Brahman and Brahman
Crosses 61.0 £3.6
Exotic European Crosses 7.4 7.1
Santa Gertrudis and
Crosses 3.6 10.4
Others .8 4.8
Total 100.0 100.0

Table ©. Placements by Sex of Cattle

Sample Survey Mail Survey
Class 1980-81 1981-82
——————— Percent — -~ — —— — — — —
Steers 17.4 10.4
Haifers 82.6 81.4
Bulls - 8.2

Total 106.0 100.0




TABLE 6 . Average Volume and Average Cost
Texas Feedlots Using the Specified Feed, 1981-82=

*14

of Feed Ingredieg}s for South -

Item No. of Feedlots Volume Cost
Reporting {1000 1b} §/cwt.

_Grain Sorghum 6 23,368 5.26
Wheat i 11,000 .00
Corn 6 15,430 5.78
Pre-mix Feed 3 1,971 12.70
Protein Supplements 7 2,282 12.45
Mineral Supplements 1 1,000 8.75
Vitamin Supplements 1 1,600 8.50
Molasses i 9 1,595 3.50
Citrus Pulp 2 8,600 4.45

a/

Average per feedlot reporting



TABLE 7. Location of Packers Buying South Texas Fed Slaughter Cattle

City or Area 1930-81 1981-82

- - - - Average Percent Per Feedlot- - - -

Corpus Christi 42.6 41.9
San Antonio 10.8 12.7
Small Plants (7) 7.6 5.9
Laredo 10.8 10.8
Rio Grande Valley Packers 12.2 10.9
Mexico 2.2 2.2
San Angelo 4.4 2.8
Texas Panhandle 0.5 3.5
Shreveport 3.1 2.3
Unreported 5.8 7.0
Total 100.0 100.0

a/ Thirteen feedlots reporting
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or the kind of beef that retailers are utilizing in their opersations.
Secondly, as many packers who have traditionally slaughtered a large
proportion of lightweight heifers have changed their operaticns to
increase production and throughput, the majarity of the increase i
production is accomplished with heavier weight steers and heifers.
This shift to heavier cattle is especially evident in packing plants
that have adopted fabrication and boxing operations because the
gconomic advantage of bosxing beef is predicated upon fabricating
heavyweight carcasses. Finally, a small but significant scurce of
lightweight heifer beef is now that of the large boxed—-beet packing
plants that, because of their capacity, assemble carload lot
quantities of lightweight heifer carcasses and place these on the
market at very competitive prices compared to those charged by South
Teras Fackers.

Retail Beef Industry Survey Results

Amang the twenty—-thres firme contacted, those handling
lightweight heifer beef included four chains, two independents and &
regicrnal wholesaler. Table 8 shows that only 0.4 percent of the
firms surveyed handle lightweight heifer beef. The supermarkets owmn
or served by the firms handling such beef made up 34.7 percent of
those represented in the survey. All stores cwned by a firm would
necessarily handle lightweight heifer beef, however.

Several Ffirms indicated they had formerly handled lightweight
heifer beef, but did not anticipate moving back to it. Forty—one
percent of the firms representing fifty percent of the stores eilther
zlready handled or agreed they would use lightweight heifer beef if
wera lower priced. The other firms representing the remaining fifty
percent of the stores did not see any likely conditions undesr which
thev would bs interested. '

Comments concerning lightweight beef ranged from those pleased
with their program to those that objected to "lack of consistent
quality” and to "poor trim” on boxed beef from such cattle. dne mea
merchandiser ohserved that in the lower—income areas where lightweig
heifers work best, there is & problem of moving loins and ribs.

Most firms, but not all, were using hoxed beef delivered to

retail stores. There was & general concern about reducing labor cos
in the retail meat department and most firms 10 the higher wage rate
areas +elt boved beef helped reduce labor costs.

OF those currently using lightweight heifer beet. two firmes
expected their volume to decline in the next two vears relative to
that at present.

in the HMHouston arsa, retailers were using a high proportion of
neavvwelght beef in boxed form and stated that high retail store wag
rates were a majior reason. Orn the other hand., the two local chatns
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Table 8. Number and Percent of Firms and Supermarkets Handling
Lightweight Heifer Beef with Possible Future Trends.

ITEM CHAINS INDEPENDENTS WHOLE SALER TOTAL

Current Situation
(1982

Firms handling
lightweight heilfer

beef (LWHB). 4 2 1 -
Number of super-

markets served or

owned by firms

handling LWHB 159 3 225 389
Percent of firms

handling LWHB 31.0 28.6 33.3 30.

Percent of super-
markets handling

LWHB 27.5 17.9 45.4 34,
Future Prospects
Firms that would
use LWHR if laower
priced 6 2 1 9
Number of suner-
markets served or
owned by firms
358 5 225 558
Percent firms that
would handle if
lower priced 50.0 28.6 33.3 40.

Percent super-
markets served or
owned by firms 56.1 17.9 15.4 50.

~J
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using lightweight heifer beef used it only in carcass form. The four
firms using lightweight heifer beef in the Corpus Christi—-San Antonio
area did buy some in boxed form, but mainly received Carcasses. The

Dalias chain purchased predominantly lightweight steers: all as bouxed
beet.

Several commented that by the time lightwelight heifers were
boxed, much of the cost advantage was lost. Two estimates of
lightweight heifers boxed vs no-roll boxed, was 4 cents/lb in favor of
lightweight heifers, due to the relative lower price of lightweight
heifer carcasses. One firm paid slightly more for boxed lightweight
cteer beetf than for boxed Choice steers or heifers but had a slight
retail rost advantage due to higher cut-out. One local chain provided
the following ceosts/price information (Table 9).
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TABLE 2. Cost and Retail Frice for
Heit+er Carcasses Delivered to Retail Stores
September, 1982

Carcass Carcass Carcass Retail Counter
Grade Weight,ihb Frice Yield — @ ~-————m—— e
Cost Frice Margin
$/1b. (4 (% / retail 1b} {73}
USDA Choice
Y5 2,3 SO0+ 1.07 & 1.&60 2.28 30
UsbDA Geood
Y5 P HJO0-TG0 1-04 FO% 1.4% 1.99 25
Usba Good
Y3 2 Z50-400 1.06 72 1.47 2.02 27

With the above cost/price relationships, the firm s beef sales
were 25 percent Cholice heavy beef and 75 percent lightweight heifer
beef. Two developments should be noted. Several retailers pointed
cut that” Texas calf” has been able to compete price-wise because of
the unusual margin that existed for feeder cattle and stocker calves
during most of the past vear. "Texas calf" (Z200-3%50# carcasses) has
been a good buy with a substantial discount compared to heavy beef. It
was scld in most of the low-income stores in the Houston—Beaumont
area. Two, retailers in middle— and lower-income areas have used
lower priced cuts of heavy beef (boxed) such as brisket and chuck to
increase meat department sales. These have been attractive price-wise
relative to use of whole-carcass, lightweight heifer beef where the
loins and ribs move more slowly.

Comments on Heef Retail Survevs

There are so many types of operations in beef sl aughter and
retailing that it is hard to generalize, but the following state—
ments appear to be consistent with the findings of the study.

1. Demand for beef is conditioned somewhat by background and
tradition, but, generally, in the highest income areas, retailers
sell Cheoice and even a little Frime guality begf. In the lowest
income areas, calt 12 more often scld aleng with "no roll” heavy
beet or Choice heavy beef, Despite some differences in guality
and tenderness, lightweight heifer beef is definitely positioned
1n the market between calf and heavy "no roll® beef. In the past
year, the cost to the retailer and the price to the consumer in
decending order, has been "mo-roll® heavy beet, lightweight heifer
beef, and calf. Most of the time, thece differences have been
small. Retailers are reluctant to change their program unless
differences are large encugh to result in a clear price difference
to consumers.
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Horxed beef provides more merchandising flexibility and lower labor
cost in retail stores with high wage rates. The economic contrast
is sp close, however, that some firms claim theyvy profit from the
higher margln availablie on carcass beef heing processed at the
retail level. The general trend seemg clear...boxed beef will
continues to grow in market share and the advantage for boxed beet
favors use of heavier carcasses.

With abundant supplies of grain, it appears that heavyweight beet
will take a larger share of the Terxas market, with lightweight
heiter beef and calf slaughter gaining only when grain becomes
mOre Hpensive.

From the standpocint of the short—term, it would appear advisable
for South Texas cattle feeders to increase the average slaughter
weight perhaps 50 to 100 pounds and the in—weights of feeder
cattle where possible. The top end o+ these heifers could then be
vsed more effectively as boxed beef, whereas, the remainder would
fit the programs where buvers prefer to buy carcasses. This

ad justment is ncot without problems because it will increase
nroduction cost, but the recent price trend throughout the U.o5. 18
to pay a higher price for heavier beef of comparable grade and
vield. The relative profitability of different weights and grades
nf heef changes with the relative supplies in each category., and
i the final analysis the profitability of feeding lightwe:ight
heiferz in South Texas beils down to whether all the conditions
2110w Souvth Tesas feesdlots to outhid Teras Fanhandle feedlots for
rhesse same weight feeder heifers.

wWhether it would be advantageous to attempt to promote a more dis-
rimct identification for lightweight heifer beef is not clear.
This is a consideration that reguires more study. There igs suffi-—
cient uncertainty concerning the number and location of packers,
as well as the market share for such beef that feeders, packers
and retailers need teo develop closer communication on a long-term
nrogram. Retailers are always interested in a morg uniform pro-
duct with clear guality assurance. A program that would certify
minimum Hays on feed and adherence to 2 set of fatness standards
would aid retzil buvers and merchandisers in using lightweight
heifer beetf.

Faur chains, one in San Antonio, one 1in Dzlias, one in Houstaon,
and one in Beaumont-Fort A&rthuwr kad lightweight beef programs that
appearec to be working well for them that perhape best illustrate
the tvpical merchandising program for lightweight helfar beef.

Two of these combined lightweioht heifer beef with a Choice heavy
beef program and two used "no rolil" heavy heet. Each of the
chairs operated mostly in the middie— to lower—income areas, and
thelir lightweight beed customers were mainly blue-collar families
Wi wBrE price-conscious in shopping and selected lightws=ight
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hetfer beef because of i1ts leanness, as compared to Choice, and
hecause the price per serving was lower,

Two of the chains received lightweight heifer beef in carcass
form at the retail store and two received it in boxed form.  Two
indicated thev were handling more lightweight heifer beef now than
two vears ago while two were handling less. Combined, these four
chains had 137 supermarkets and lightweight heifer beef accounted
for 2% percent toc 75 percent of their beef volume. Their
cambined experience was very closs to that of a regional wheole-—
saler serving 2295 independents from McAllen to the Texas "Hill
Country.”

Overall it becomes apparent that cattle feeders must develnop a
rloser liaison with packers and retail beef buyers to insure that the
tvpe of beef produced supplies their needs. This could possibly be
accomplished through forward centracts containing reasonable quality
and weight specificaticns with a devised formula pricing scheme tied
to Fanhandle Choice steers. This would provide feedlot managers with
better information on the frame size, breed, sex. age and weight of
feeder cattle to purchase for various contracts. Frice risk would
still occur, but the risk of producing a type of beef trending to
lesser demand would be reduced.
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APPENDIX TABLE B. SOUTH TEXAS FEEDLOT QUESTIONNAIRE 23

TEXAS A&M UNIVERSITY

Information is reguested on a voluntary sasis. All information will be

combined and only group data wiil be reported to insure individual information

will not be divulged, Cail D.E. Farris 713/845-5221 or E.E. Davis 713/845-4351
if you have any guestions.

1. Identification

A.

B.

Location of feedlot

County
Principal business of owner: Feeder , Rancher , Meat Packer
Feed Co. , Retailer , General Farming , Other

One time capacity of feedlot:

Total number cattle placed on feed 7/1/81 to 6/30/82:

Total number cattle marketed 7/1/81 to 6/30/82:

11. Breed, source, quality and weight of cattle placed on feed, 7/1/81 to 7/1/82:

’

English Limousin
breeds 1/ Brahman Dairy Simmental. Santa
and and and Charolais Gertrudis .
tnglish  Brahman Dairy and and Mexican
Crosses Crosses Crosses Crosses Crosses Cattle  Other Total
————————————— Percent - - ———— - - —— = — — —
A. Placements
by breed: ) 100%
B. Geographic Origin,
(7/1/81 - 6/30/82) {(Percert)
. Texas
Panhandle
. Other-
Texas
. Okla. -
N. Mex.
. MO, -Ark.-
Col.-Ks
. Miss-Ala-
La.-Ga.-
Fla.
. Mexico
. Other
Total 100% 1002 100% 100% 100% 100% 160%
C. Placements by sex of cattle, 7/1/81 - 6/30/82:
Steers %, Heifers %, Bulis %.

1/ Herefords, Angus, Shorthorns.



of placement, 7/1/81 - €/30/82: E. Weight ranges of placements, 7/1/

Steers Heifers
af o/

i3 il

% %

% %

% %

% %

% %

% %

as af

la o

% %
100% 100%

[el Ao s lal

Ofil/ e
Steers Heifers
1. lnder 300 % 2
2. 300-399 % %
3. 400-499 % A
4. 500-599 % %
5. 600-699 g %
6. 700-799 % A
7. 800 and
aver & %
Total 100% 100%

What kind of feeder do you prefer:

Grades
1. LF #]
2. LF #2
3. LF #3
4. MF #1
5. MF #2
6. MF 43
7. SF #1
8. SF #2
9. SF #3
Total
1. Sex
2. Heignht

3. Age (months)
may include comments on bone, fleshiness, framesize)

l

4. Breed type
5. MNo. in lot
6. General conformation, (This

[1I. Feeding practices:

A,

Length of time on feed:

f—r
*

days

[0 T 2 T SR 7% B AN

120-149 days
150-179 days
180 days &
over

Under 60

Steers

of
/3

Heifers 1

B. Ownership of cattle on feed:

60-89 days

o
)

90-119 days

of
]

. Feedlot
o 2. Members of feedlot
o Corp.
o
o 3. Not feedlot owned
- or financed
% total 10

IV. Grades and weights of cattle sold, 7/1/81 - 6/30/82:
Grades of cattle sold:

A
ap

wn o Do -

Prime
Choice
Good
Standard

Commercial

Total

Steers Heifers

af
£ i

o
P

e o —

100 100%




Weight ranges of cattle sold:

Steers

1. Under 500 %
2. 500-599 %
3. 600-699 %
4. 700-799 %
5. 800-899 %
6. 900-999 %
7. 1,000-1,099 %
8. 1,100-and over %

Total 100%

Heifers
%
%

o
io

o
i

%

of
]

of
o

%
100%

Selling arrangement, sales outlet and type of buyer, 7/1/81 - 6/30/82:

A,

Type of selling arrangement:

1. Direct-liveweight y
2. Grade & carcass
weight %
3. Rail or carcass
weight %
4. Public market %
Packer consignment %
Other %
Total 100%

Sales outlets for hetfers by location and
if mainly FOB feedlot (Yes or no}.

7/1/80 - 6/30/61

Town and State Volume FOB Feedlot
A {Yes or No)

QOther

100%

volume {including Mexico). Indicate

7/1/81 - 6/30/82

Town and State Volume

o
k4

FO8 Feedlot
(Yes or No)

Qther

100%



S

=

. Delivery and selling terms:

1. Days finished cattle sold prior to shipment:
0-10 days %, 11-20 days %, 21-30 days %y
30 days or more __ %.

2. What special arrangements, if any, did packers make for cattle purchase
from feedlot but not delivered to slaughter plants within 10 days of
saie.

3. What were the shrinkage assessments for sales on the basis of:
Live feedlot weights % Hot carcass weights %
Live slaughter plant weights %  Cold carcass weights %
V1. Feed utilization, source and purchase arrangement:
A, Volume and average cost of feed during 7/1/81 - 6/30/82.

Type of feed Volume of feed Average cost/ton, cwt. or 1b.
{ton, cwt. or ib (Dollars)

Grain & concentrates:
Grain sorghum

Barley
Wheat
Corn

Pre-mix feed

Feed additives

Protein supplements

Mineral supplements

Vitamin supplements

Molasses

Other Concentrates

such as citrus pul
Rougnage:s pute

Silage

Green Chop

Beet pulp

Armoniated rice nulls

Alfalta nay

AifalifTa cubes

Cther




B.

Concentrates:

Roughage:

Source of feed, 7/1/81 - 6/30/82.

Purchase

&
%

Grain sorghum

Corn

Barley

Wheat

Mill feeds

Citrus Pulp

fither concentrates

Sitage
Green chop
Beet pulp
Cotton seed hulls
Rice hulls (ammoniated
Alfalfa:
Hay
Cubed
Other
Feed purchase arrangement:

T TR

Source of Purchased Feed

Texas Qut of State

tess than
200 miles

200-500 Qver
miles H00miles

o
Yie]

% % %

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

1Q0%

100%

Concentrates (excluding supplements)

1. Own production %
2. Open market (cash) %
3. Contract 1/ %
4, OQOther %
total %

100%

Roughage:
1. Own production %

2. Open market {cash) %
3. Contract 1/ %
4, Other 4

total %
100%

1 Agreement to purchase concentrates or roughage 30 days or more in advance.



VII.

VITL.

Indicate

A.

Type of milling facility (check those that apply)

] satch ™ Continuous flow [ Mixer truck
[ Hay grinder or buster

[ Steam flaker [micronizer [Jroller [Jwhole grain

[ Other
{indicate)

Method of feeding (Check those that apply)
1 Fence 1ine bunk

[] self feeder
] fence line bunk and self feeders

Employees by type, 7/1/81 - 6/30/82

—

B. Average interest rate paid on feed loans

If Tess thanA
fyll time,
Number show ratio

General Manager

Yard manager

Asst. Yard
foreman

Mill foreman

Mil] workers

Feeder

Cowboys

Maintenance

Office manager

Cffice personnel

Consultant
Other

rest rates for period 7-1-81 to 6-30-82:
verage interest rate paid on feeder cattle loans

2
ol

PLEASE RETURN TG DR. D.E. FARRIS, DEPT. OF AGRI. ECOM. TEXAS A& UNIVERSITY

CoL

LEGE STATION, TX. 77843,



APPENDIX TABLE C. Meat Packer Survey With Responsesa

QUESTIONS/RESPONSES

1. In your opinion what is the future of the lichtweight heifer market?

(A)

"Yearling type cattle would most 1ikely provide the flexibility that
a small plant needs. There is a market for lightweight nheifers at
the current time, but it is decreasing. Consider unit cost. Match
a low total unit cost."

"People are aoing to eat. Traditicnally, for economic and ethnic
reasons, the area serviced has utilized lightweioht, lean beef.
It will continue to do so. Unit cost.”

"Market will come back. Some chains will come back because of economy
{unit cost}. If industry could develop breaking system, it would
strenathen the marketability of lightweicht cattle.”

"Mas been on the down-turn in this area. As people go to boxed beef,
it cuts into liahtweiaht heifer business.”

"For clientele in the Houston area, the lightweight heifers offer
reduced unit cost and a leaner product {especially for the Blacks
and Spanish).”

"Fading."

"vind of meat that is needed due to ethnic aroup and the econcmy in
South Texas. Lost several killers over the past year. Unit cost
and leanness."

"Tncrease in number to be slaughtered. Smaller unit cost at the
store level. Leaner meats are in areater demand: the consumer

is not as concerned about arading as in the past.”

"Terrible and aettina worsel”

"Will be less Jucrative as time goes by. Hith less numbers of
independents, the need for liahtweight beef will be less.”

"For specialized market, it looks acod. Feel it will get stronger.
Re-build because of low unit cost."

"Stay at the current level for their operation, but not expanding
for other packers."

aRespondents A throuah L represented <1, 1.7, 8.5, 3.8, 11.9, 11.9, 8.5, 5.5,

12.7, 8.3, 5.9 and 21.2%, respectively, of the total kill of the 12
plants surveyed.



QUESTIONS/RESPONSES

2. What effect has the boxed beef supply had on the marketing of Tichtweiaht
heifer beef carcasses?

"Definitely has had an impact. Every week lose a store to boxed
beef -- availability of quality workers. Not only retailers that

in the past used lightweiaht beef, but alsc retailers that typically
used heavyweiaht carcasses have switched to boxed beef."

"Definitely has impacted the carcass market. However, its impact
was not only on lightweiaht carcasses, but heavyweiaht carcasses
as weil."

"Has killed it, narrowed it down to the Southwest. Midwest is heavy
heef or veal."

Definitely has had an impact. Boxed beef in this area has eroded
the Tightweiaht heifer market."

"Has had an impact, several chains have converted their program to
boxed beef -- both the lichtweiant as well as heavy with the most
influence on the heavy. Lightweiaht or baby beef has held up
rather well."

Negative relationship."
“Not a competetive item as in comparing apples and oranges.”

"None."

"Boxed beef has had a tremendous impact on the use of Tightweicht
beef heifers. Many people who had previously used liaht heifer
carcasses are now usine boxed beef."

"Tremendous impact!”

"It hurt them (lightweiaht heifers) for approximately 2 years because
major chain went into the market. In the Beaumont area {consumer)
and hecause of economics, the influence of boxed beef has leveled
off. Supermarkets are startino to provide Choice.”

"Tremendous! Reduced the demand for lightweiaht heifer carcasses.”



QUESTIONS/RESPONSES

3. Would you consider custom killing and/or custom fabricating carcasses of
tightweiaht heifers? Other alternatives?

(A)

“Definitely yes! Most important thing is to produce a shapely
lean beef -- cannot sell 3's. Need to get numbers lined out."

“Yes!"

"Would consider it as an alternative."

"Yes, very interested.”

"Yes, would be interested in custom killing."

"NO1®

"Might do some custom killing."

"Yes, would consider it. A more steady supply needs to be developed.
Industry must do a better job marketing of their product. A major
problem has resulted from a reduction in demand for beef in gerieral.”
"NOI™

“Probably."

“Hadn't thought about it, but would discuss the idea."

"Yes., We are doing some now with certain food companies.”
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QUESTIONS/RESPONSES

4. Would you be willing to enter into a contract or partnership with cattle
oroducers or a feedlot for the purpose of further developing your supply
and marketing potential of lightweight heifers?

(A} "A little hesitant, but would be willing to discuss it with feeders.
If the cattle feeders want to have a varied market, they must sup-
sort the small packer. Feeders need the little packer to keep the
big boys honest."”

(B) "No. Primarily in a partnership now, with themselves.”

(C) "Would discuss the concept."”

(D) "Would have to do some real deep thinking."

(E) "Not interested in this concept."

(F) aINO!n

[G) "No way, not interested.”

(HY “Not able to comment on this questions." (Did not have the authority
to do so.)
(I) HNO%H

(J) "Probably."
(K} "Yes, would consider it. MNeed stronger communicative system.”

(L) "Would be especially interested if we could buy on the raiil.”
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QUESTIONS/RESPONSES

5.

Have you seen any chance in the supermarket buying specifications for
carcass beef over the past year to year and a half {i.e., weight, type,

sex,
(A)
(B)

grade)?
"less importance on grades. Shift to leaner beef.”
"Certain chains have moved to heavier beef. Some have become more

aware of leanness."
“Shift to boxed beef. Also shift to leaner beef."”

"Moved toward boxed beef